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i,iQCiminoV“*'
ffﬁmlnutes |
'f»a;motlon to'adophﬁthem

IVfgseconded

”»f'would 11&e to- express our apprec1atlon to Treasurer Sam’ Cranef

. to this State: to that p01nt 1n h1story — short- —-term borrow1ng,*;'f

ASSEMBLYMAN RODNEY P FRELINGHUYSEN (Co—Chalrman,
'fwould llke"ujythanx everybody for comlng,{ and recognlze;_

Kooney forlapproval of the mlnutes of the prev1ous meetlngt?u
: KOONEY (Commlttee Secretary) Thank you ‘

»of Personnel,;

dlSCU.SSlOD. Wlth Comm1551oner

5 ‘wiil read thls,fvlf you. w1sh or we canf”makex an

1ASSEMBLYMAN FRELINGHUYSENf ,Ifwould so. move
ﬁfSENATOR ROBERT ‘E. LITTELL (Co—Chalrman) Second{_ﬁ
r ASSEMBLYMAN FRELINGHUYSEN It has been move :
‘5;Any dlscus51on on thet:mlnutes’ from the 'prev1ous

’nﬁmeetlng7

o Hearing none;:I assume we call
"ffroll EENT: %

.SENATORﬂLITTELL ,3A11l1n favor saY aYe
T"ALL MEMBERS OF COMMITTEE PRESENT Caye.
i © SENATOR LITTELL: Opposed nay7 _ (no response) T
5i¥ayes have 1t How s that’iﬁ~»s~g wE ’_',,z'_’ h,krfff
| ASSEMBLYMAN FRELINGHUYSEN: Al ngnt We like that;rna
on' behalf of the Commlttee,v Chalrman L1tte11 and" 1.

for h1s attendance thls afternoon Welcome "y-'asl;:.“ “:“fﬁqttﬁ'ﬂfkf
- "v As all of us are aware,, New Jersey embarked on anxi-f
»fcourse of flscal management 1n F1scal Year ‘92 that was unknown”g;

'"5901ng ‘to Wall Street Durlng ‘the course of the . last flscaL7fﬁﬁf

.~ year, $1. 8 bllllon .1n notes was ilssued costlng the State“}ﬁ““{“
approx1mate1y $72 mllllon 1n 1nterest and 1ssuance fees.




fflscal year,vwhlch bayments totaled $1 bllllon 1n July of 1991

*,jTreasurer the contlnulng need for short tern\ borrow1ng } How .
,Jyfmuch is’ needed and why’ We welcome the Treasurerr_and welcomeﬁg
" him walklng us through the cash flow tables which he has
#f*fprov1ded the Co 1ttee members And we welcome ]a ba51c;
ffeducatlon relat1verto5the dec1s1on—mak1ng process behlnd each;

iflssuance 1n terms
‘rkltself 1 know the Treasurer has a prepared statement,» and .
' both. Chalrman L1tte11 and I, on behalf of the Commlttee, wouldéﬂw

requlres*

; s wellf

idesplte efforts to allev1ate that»

‘ﬁlscal yearh
1 payments to . be: postponed to the end of the

;fThIS aft%rnoon.' ep;are' here _to dlSCUSS w1th _the;

s

of t1m1ngs and 1n terms of the 1ssuancef

4

"Erjask 1f youfhave that statement, if- you would care’ to eltheryg.a

'_5;T R E A S U R E R S A M U E L C R A N E Well e
v“Assemblyman, you have given. a. very good 1ntroduct1on _ F1rst17fff

E-hto-the conversatlons I have had’ with both Chairmen to kind ofsgr'k
yrégiew last year S .Flscal.Year,'92 s.program and what we
a. lclpate_for Flscangear‘1993.," B B L

o let me 1ntroduce someone who needs no 1ntroductlon,‘D1rector of“w{“
”frthe Offlce of Management and Budget, Mr. Keevey,{1mmed1ate1y t°,f17afp
-‘my,rlght, and -as many of - you know, the D1rector of the Offlcef;;5*’

* ' of Public' F1nance in. Treasury, ‘Bob Lur1e, ‘who are w1th ‘me todayg-f SR
“f_toia531st in- answerlng ‘any questlons the Commlttee may have.

S Towill start with a- very brlef statement 1n responseffuwi




I thought 1t mlght be helpful to rev1ew agaln,.as I

‘ffdld 1n the sprlng w1th the Leglslature,:klnd of an overv1ew of.

'fwhy 1t is we “do- short term borrow1ng Flrst of all you ought

L tor know ‘that this is. not a new . pract1ce, although ‘the way it

*7Lwas done last year, ‘as Assemblyman Frellnghuysen ‘has p01ntedf i

iontlnued through h 19803 Inf; fact, '_the; prev1ousf*”

”wcgadmlnlstratlon engaged 1n thls‘ pract1ce ,flve f"its elghtf*“7

: as a llttle <i1fferent than 1t had, been done ln prlorf'f;'Vfr

: Short term borrow1ng 1n New Jersey started 1n 1970 and'f’f-ff:\va

ffyears " The only years 1t was not done was when cash balances,;fW5=5

“l’fboth. de51gnated and undes1gnated were large »enough ‘to .make.f:f!;fh

7-;borrow1ng unnecessary

f;?Durlng the m1d—1980s, the State had a large year-endff;ff?f

eﬂsurplus as the result of the economy Dur1ng those years,vthe Q}q377

"fsurpluses exceeded $1 bllllon ~As you know, over ‘the last . two'r”'

"e;flscal years, the State has ended w1th General Fund surplusesff»g

v‘e of only $l m1111on , S S ,

: f\ _ ThlS year the practlce of" short term borrow1ng ;
' Tnecessary because the State,.llke most large bus1nesses w1thf
_ﬁactlve cash flow requlrements,,often has revenue comlng 1n atﬁff

\”thlmes that dlffer from ‘when expendltures are belng made.

As you know,»many of the State S ma]or dlsbursementséf”d'/‘

ioccur in the flrst half of the fiscal year, whlle,much of,ouryﬁ

W“revenue does not come ‘in, until the end. fYDuring“rthe _fiscalvw*F” =

'jyears when we enjoyed a ‘stronger economy, _we. 'were’ able ‘to' .

 maintain the cash surpluses  Today, without the short- termf*ffl‘°*

- bOfrOWIng,' the. State would ‘have a cumulative cash flow»euj”’wv

‘shortfall unt11 ma]or tax collectlons -occur in. Aprll ST
| “For example, in December, we must make d1sbursementsff

$2.4 blll1on,”f1nc1ud1ng ‘ school aid ‘payments -of,;$38§fiff°i7w

'mllllon,lmuniCipal aid payments of $217 million;lpaymentS"forf;f."'

- the. State takeover -0f  co nty soc1a1 service programs of $149?“'5

mllllon' and grOSS receipts and  franchise payments to -



‘irmun1c1pa11t1es of.gf313 mllllon On ‘the other 51de of the;g::
"’*ledger, total revenues for December equal $1.8 bllllon If we &%

ziflscal year, in essence we. would not need to borrow.

“‘could spread the cash recelpts from - Aprll back through the‘f;{yfjf

Ve must remember that these notes are’ not long—termi;ﬁ'”"

dffdebts of the State, nelther do they constltute State revenuegf¢f7?“'

to manageicash flow PR S _
8 ,fLast year‘ Qe? 1ssued ‘a total of $1 8 bllllon

“u@;commonly called TRAN S B That was followed by an issue of $400
~million: on August 13, and another $200 million on December 10.

,=n,requ1rements would have been reduced.

h;rates and some comparlsons with other states for your review.
This is part1cular1y good for New Jersey, since one would

g:well-establlshed programs in other states.

ﬂ{The procedure,: whlch was 'authorlzed by the Leglslature,b»isfft,”:t;*”:
completed w1th1n the budget year and the fundlng is. only usedb;7‘¥7ﬂ

'fnotes 'This was- done 1n three dlfferent 1nstallments . Becauses~?g;fp;v”
gQ”of the ‘1mmed1ate need for cash, on- July 5, 1991 the State;tﬁ;mg"'v _
7“;;ssued $1. 2 bllllon 1n ‘Tax and ‘Revenue Ant1c1patlon Notes,*ffﬁ;ff{_biV

““There is. no doubt that 1f the economy were stronger our cash-h 7f”:_b
.glsurpluses would be hlgher_land our,lshort term .borrow1ng,irdy"”°

' The State 1ssued last year's ‘notes at a relatlvely lowﬁ77fwu. ‘

‘chost ‘The interst &ates and issuance expenses were comparable,,'f A

‘ ;#on a. percentage basls, to those pald by ‘other ‘states for_},wyh
,cslmllar 1ssues _ We have ‘attached some charts on our 1nterestiys;;

"_expect the cost for a start-up program to be ‘higher than thehfﬁ1;¥.{ii:

This year,»the State's cash flow p051tlon has 1mprovedv"

ifonly - sllghtly dup"lto‘. the pension payment - t1m1ng and

- reevaluatlon, and the Homestead Rebate g01ng ‘out later than

 last year. The Stbte has been able to delay the TRAN sale.f*

© until  late September ‘Between September ;and March, it is

.';expected that the. State ‘will need to 1ssue up. to $1.6 bllllon"”

. in _TRAN s to fund. cash flow deficits. = Based upon. market
conditions ~as of !September 1, 1992, the State would issue

b

o

1
!
|
|
“ .
|
l
i



-1approximate1y $l 2 billion during September 1992, with' a
‘V-portlon of the 1issue in a fixed rate mode and a port1on of the
‘issue in a variable rate mode. ‘ . , |
This would allow the State to 1ssue ‘TRAN's " to the
flw1dest spectrum of investors. The State may reduce interest

' rate exposure through hedglng technlques ‘available in the

‘market. ‘These hedglng,vtechn1ques are explained _in the

"hflnanc1al plan 1nc1uded in - the 'material provided tom the

'fCommlttee;;j ‘I believe, two days ago.  The remaining TRAN s

»,;wonldh:begvlssued _1aterbfln the flscalv year ‘as cash flow_mgl.N“

,,requirements dictate. ‘ S ,
A ,' The State is prepared to ‘issue the notes through
>‘negot1ated. sale of a group of flrms headed by Farst FldelltjﬂHﬁ

'f'~Secur1t1es, ) Prudentlal ‘ Securltles, andg‘ Goldman  Sachs.

“=rlNegot1ated sale 1s the method used by almost all other statesib
w1th note programs over $500 million. ‘

There are. several benefits of negotlated sale for thlS‘ :

.type of 1ssue Flrst, 1t allows the underwrlters to ”presellf
the . notes long before the ‘actual- sale date, usingfadyertising,

’ oalls_ﬁrom,brokers_and traders, malllngs,“etq;”fThose'presale S

efforts“are critical to a large size program. In a competitiVe
sale, the underwriters do not know who will ultimately offer
the bondsffor’sale;vand no presalefactiVity occurs. Presale
—bmarketing;is'espeéially.important for issues such as this, When_
a program_7is new and needs to be explained to potential
1nvestors B ' - . |

- The second major benefit to negotiated sale for this
large an issue is one of timing. Competitive sale requires a
_firm sale date to be~'set‘,and‘ announced  almost two weeks in
advanoe."iAs the financial markets have again demonstrated in
the last month, interest rates can be extremely volatile over
that long a periocd. Negotlated sale gives us the ab111ty to.
" notify the markets on less than 24 hours' notice that the sale
will take place. As long as effective presale marketing has



_t1m1ng extremely 1mportant We do not want to get in the way i
"j‘of Callfornla s 800—pound gorllla :

'Qgproposal - showmg substantlal experience in “note offermgs

‘ ::__banklng flrms ‘in New Jersey L1kew1se, the co-senior managers"j?v'
f’fthat w1ll assist. Flrst Fldellty in underwrltmg the notes,_

eenn done,, the sale can then proceed eff1c1ently The fact v
’i_f:that the State of Callfornla is plannlng to issue approxmately FO
"f$6 5 bllllon of notes in the next month makes the 1ssue ~of o

_ , The underwlrltlng firms we are u51ng ‘as. senlor managers:'j_*"‘ ,
. ;’_for thls sale were selected through a Request for. Proposal;f'wf
:xafprocess that 1ncluded 23. flrms As a result ‘of ‘the responses,f',;f_:-,"ff: S
u; ‘?offlce determmed that the underwriting could, and should, e
bev handled by a'flrm re51d1ng 1n .the State of New - Jersey’ e
.vvv’;f-'Amonq the ‘New. JerseY flrms, “First- Fldellty submltted the best

",;";,Flrst F1de11ty 1s also among the best capltallzed 1nvestment'_;f:_'f_'.'.‘}."1

--ﬂ'}Prudent1al and Goldman Sachs, ‘performed very well on the RFP o

'r_responses ‘The State w1ll be very well served by this group

; Today, we« would llke ‘to be'1n a pos1tlon to- 1ssue'ﬂ"f”’g~;'v' :
’-f:approx1mately $l 6 bllllon 1n TRAN's as cash flow- and marketﬂ',':;%“»

.. ;vjfj_condltlons allow. \We are in a position- to - take advantage of’_.z.‘
Av._-gv:_:hlstorlcally low short term interest rates. At the same tlme,i_j‘

‘-'_"(we must ‘be cognlzant of any ‘market condltlons over the nex:
) f_',several weeks,‘ part‘lcularly the California note sales. ‘
S It is clear that without. short- ~term: borrowmg, theq;
'-State ‘would ‘not have the cash reserves needed to operate_*-

effectlvely -and on‘schedule - We are like other states; jinr"}

fact, 11ke busmesses in the prlvate sector that need to borrow: -

cash ' to offset 1mbalances that occur in. collectlons ‘and

. dlsbursements

SR M. Chalrman,_ that concludes the written statement. = e
’ ':We have submitted to you today-- We had our graphics people do . -

.a llttle worl;/ to .;helpv -— to hopeful‘ly assist “all- of you in '

‘understanding = when our revenue comes - in - and when ~our .
' disbursements are made. We have provided for you a series of -




*;lcharts to klnd of g1ve you our plcture of what 1993 looksy.b

1like. - We have prov1ded you w1th year endlng balances from ‘87 B

"”']to:- '93; - F1scal Year- 'f'93 total ‘recelpts versus totalzis*AV

"dlsbursements w1thout the short term notes,_ to show you “the v
fpattern of dlsbursements set agalnst revenue,;and another chart'”

:}fthat shows the . net of that in a more 51mp11f1ed ver51on We;f{‘

fﬁafhave even 1ncluded a llne chart - our graphlcs people worked

'lovertlme ‘here = ——' k1nd of glve‘ you ‘a graphlc plcturefff‘hw'“

lvﬁfthroughout the year of how our cash flow: works out. There 1s#\‘

-Y”some other related 1nformat10n —Af comparatlve 1nformatlon
"for the Committee's 1nformatlon Sy ' e oy
Prev1ously,v we supplled through the Offlce'vof

;f{Leglslatlve Serv1ces, to the Commlttee a ser1es of other,\more:nfﬂz

'”}ydetalled charts showlng by category dlsbursements by month set)}f

W;]agalnst revenues by month -—va whole ser1es of detalled tables‘:gd‘”

Jﬂ;on this issue that I will not go into now.

Keevey, Mr. Lurle,vand 1 are ready to answer aryr;-dnfff

’Tﬂ_quest1ons you may have on thls partlcular 1ssue I thank youlr}d;“fv

Vji.for your attentlon

© SENATOR LITTELL Thank you)_Treasurer Crane _.i?hayé4

'fo‘a few questlons : Rather than go all around the table each!‘lv""

”iytlme, I think I w111 go through my questlons and then I will

:”ask everybody else to do theirs. ‘Then if there are more‘when‘.°
1'we get flnlshed ‘we w111 come back to them. v . ’ s
' How -much does  the- State ‘earn from the 1nvestment of‘
;'the $1.2 billion while you have it and you: put it 1n your money
_Hmarket-account and -you are,not, obv1ously, spendlng the wholev
y.thing'the day you get it? - The $1.2 billion must be invested .
' ,untll it is pald up’ I notice on the dlsbursement sheet for FY
192 that you have ‘an. arbltrage rebate ‘payment line -- the
7stecond line down' —- which does not appear on the 93 sheet I
'-just wondered 1f you could tell me where that shows up’ '
'RICHARD F. RKEEVEY: In '92, I think our bottomA
”fllne 1nterest earnlngs for the State as a whole ‘in the General
__Fund will come in- around $10 m1111on or $11 m1111on



' SENATOR LITTELL From the notes’ o S .
: MR KEEVEY : That s a comblnatlon of all the balances,
"»prlnc1pa11y as a qesult of the notes, because we. had the note

i\-sale early in the flscal year - The prlor two" years, 3for

*fﬂ*example -— 1 belleve the prlor two years -- we had no 1nterest
'fhearnlngs, because all of our cash, in effect, was dlsbursed

l"and we' had to be borrow1ng from the pens1ons funds,5and’had‘tog_
’f;repay them. . Last year,,because of the note . ‘sale, we had" some:"

;‘*Farbltrage earnlngs‘1 I thlnk 1t was on the order of magnltudeeib‘*

.L‘

*ddof 10. : S o : - o
o On the sﬂeets we have prepared to date, we have not

"v]factored in - 1nterest earnlngs - We strlctly " show Q*the‘tr:.«

Zfdlsbursements, because we don t know exactly ‘what the 1nteresth.:ﬁﬁ‘

* earnings will be.. 1There is some expectatlon, all other thlngs:'

being equal, that ﬁhere should be some 1nterest earnlngs

R OBERT. F.. LURTIE: " Senator, also, the arbltragejybyfn,gf~

‘;rebate llne you are referrlng to 7'n '92 ‘has zeroes in it

because we quallfled for certaln exemptlons under the . tax lawfh v

_ “for rebating the dlfference between 1nvestment earnlngS» and
"ilnvestment -- and ﬂnterest expenses SRR

'93 sheet’

~ be any, but we eprctVthat there won't. Wefexpectvto_qualifya,
:for the same exemptions. R v gl

SENATOR LITTELL - Is that why you e11m1nated 1t on tne5f“'7

uR. LURIE\ Wellf We’don't‘know Yet whether'there will

ASSEMBLYMAN KAMIN: Mr. Chairman, if T might,’ 'beforé_'__j; L

"you go off that pornt’ i
~SENATOR LITTELL: All r1ght Assemblyman Kamin. L
ASSEMBLYMAN KAMIN. Would you explain how that affects;fp

~our tax—exempt status, for' the State of New Jersey as perf

. Federal rules? Does that only--

MR. LURIE? ' There is ba51cally a dlfferent set of

" these arbltrage regulatlons that apply to short- —-term borrow1ng,“

~and they are very spe01f1c and detailed. But the fact that we
t

|
i

. : \
L



'A'have complled w1th all of those regulatlons and we have our tax';fifff'

.counsel rev1ew1ng that carefully will mean that we will not: in oo

~any- way' endanger the tax-exempt status of 'those notes. - The-fiff.5”:

5a1note program,,really,,ls totally separate and d1st1nct from- alliy

- of our long—ternx borrow1ng,. 50, there  is really nO;.ca:ryqver SRR

v’*’;fthere as well.

'«ftfgovernment that we: dldn t mix apples and oranqes

MR, LURIE:  Well, that's true. If he», Federalv'rj

‘hrgthat ~The way the mun1c1pa1 bond market works, in fact, .isfv{
yu;that the 1awyers tend to be the pollcemen as well and it 1sr:"v _
"rfvery ‘rare - that ‘the " Federal ‘government . comes “around to audlt;:°;fff;'

'"ffffunless they are made aware of somethlng that has run afoul.

ASSEMBLYMAN KAMIN L Thank you,-:M Chalrman ffglfrv

ifothought that ‘was an 1mportant’po1nt

SENATOR LITTELL Thank you

| ”ffFof the notes,:ls that in. add1tlon to the $70 mllllon you llst;hf_ :
as ‘the cost? In other words, was 1t $80 mllllon less $10<3.7J**’

bvfmllllon° SR A

B 'MR. KEEVEY: Nd'.-' It would be 70 less 10. R

» - - SENATOR LITTELL It's $70 mllllon less $10 mllllon/

'5f'so 1t is really only about $60 mllllon . ', ", e i
s .l”T'MR‘ KEEVEY: R1ght  When we publlsh our. financialjr'

"»statements -ult1mately, we w1ll show the $70 mllllon: as-

: appropriation' Then you w111 see on the revenue side 1nterest

"y_'earnlngs coming in.

SENATOR LITTELL Okay, thank you

ASSEMBLYMAN KAMIN We have to convince the . Federal

,government were. to audlt us- we would have to convince them of}f;,,f?.

e ”f I just want to clear up one th1ng in my m1nd If youﬁfj:'f_y
:“meant it ‘about $10 m1111on on" the 1nvestment ‘last year for all . o

It has been: about three or four years since the State S

.-has reflnanced any bonds. leen the current 1nterest rates
belng lower than at any time in modern hlstory, is there any
reason you are not standing before us and offerlng a program to



reflnance Som:f.fdfi"' "“;:anaﬁisave‘¢
mllllon dollars’ S T e
B TREASURER cRANE

v‘fbe there, Mr Chal{rman,.

fcoup}eyxof;fhundted;*

;.am'not sure that sav1ngs number mayQ;ﬁjgﬁﬁ'
but you ant1c1pate a xneetlng that I -
suspect you w111 be hav1ng w1th me shortly . We ‘are in the

-3process of rev1ew1ng all of ‘our: outstandlng bonds to determlnelvpti:.
"‘that p0551ble refundlng would look lIke o

_ Wwe are 1n the process}”'Hb
:*-”.»,;Also, we have to do and Bob ""w1=;11 correct;‘*"me 1f
wander too far - ’ : ‘ :

_used for,‘lf they'were used for any prlvatempurpose,bbecause_
fthen there 1s ‘a tax;,mpllcatlon, the p t that Assemblymanv‘ S
We have a group of;ffj,fﬂg
f{people worklng on Jthat 'So, . Mr Chalrman,. your ant1c1pated¥;¢fnf?

fKamln was ra1s1ng Just a few mlnutes ago;p

,”Qconversatlon I thlnk ‘we may be hav1ng very soon
L SENATOR LITTELL Okay B RS N S
MR. LURIEi We're ‘also looklng at the ‘same thlng forifﬁl

' jsome of our lease obllgatlons as well We ant1c1pate that somejf‘.‘

A'7yfof those will “come| to fruition. at. some p01nt 1n the next fewﬁi

‘bfweeks or. months }jff7;;ﬁ7”‘.. T b DR A e,
b _ﬂ[_ - SENATOR LITTELL You w1ll keep us 1nformed on that’
. TREASURER CRANE: Absolutely It is underway.’ EE D
. SENATOR LITTELL With the fact that the pens1on
'gcontrlbutlons have been postponed untll the end of June, theiﬁ‘ |

f.jiHomestead Rebate 1s:1n October, and a lesser amount,_when youv
'}ﬂﬂlook at. the dlsbursement sheet,.lt is obv1ous that the payments'
" that are "front-end loaded, " as I call. 1t, because they come it

“fthé"first‘siX‘months,'or most of them come 'in the first six
=:months, have to do w1th mun1c1pa1 a1d It Just so happens thatffwt
I had a meetlng scheduled this morning with Chuck Rlchman,.from”ff>> o
v fDCA because the Cdmm1s31oner was: not avallable I have askedeﬂ;ﬁ_”’3“5"
7 y]them to look at those programs in terms of payout to see 1f 1t;f"'
- isn't poss1ble to spread those payments out over 12 months softn"
fthat in the future mun1c1pa11t1es can ant1c1pate them on: a |

ymonthly bas1s, and we can antlclpate sendlng them I reallze,'
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Trfffto'us why
R;LHomesteadeebate belng smaller and belmg 1n October, why youf&

payments——{l_

7£ithat w1ll;requ1re some law changes - If you have anythlng to?f‘
ejﬁcontrlbute to that that would certalnly be helpful . : ,fi_
e Also, I wonder 1f you would in the process, explalnﬁ;fi

°1th the pen51on belng put off untll June and the{f

'i*;5st111 need a- hefty ‘chunk up—front

5fTREASURER CRANE I w111 respond to the flrst one, and,b
sk Rich- Keevey to respond to. the second 1f I may,»Mr

,mean,; 1t vIS' obv1ous that our_

'*ldlsbursements do not match up w1th our revenues, I mean, in'my
7 ;aopenlng statement Clearly,rlf ‘we could—— I took the revenue ﬂ,fe
'eﬁtand spread over-;th year, and you ca do fit; w1th:y1;

‘ ‘f}expendltures the ‘other way. Clearly, 1f April: were October,,at?;f'
an{hthls meetlng we would probably be dascu531ng somethlng else =t

q:winghat is clearly a problem,vbut it is also-—‘ ‘The movement of
”Ri;R‘those payments around also produces ‘a’ 51gn1f1cant cash EIOW45;
‘;';vproblem for local unlts of governments and school d1str1cts.‘;
7f:;whlch may have to - and I stress the word may," I don t wantfg
}fto say they w1ll because not all of ~them would have to R'
':whlch may have to” do some of the very same thlngs that we arefv
‘nytalklng about today, wh1ch is to go 1nto the market to borroww{f5f i
i for thelr cash flow needs e BT ’ ' : '

So,'1t is a pmoblem that ‘we face as a State 'This7

‘v.;program is de51gned to deal< W1th 1t——1- Under thel-current’fi“v’_
' payment Asystemi we have to' countles ‘and munlclpalltles-fand PP

school dlstrlcts—— A lot of people like to talk “about thewf'“

| mun101pal aid payments where- the 'school districts are—-’ e
; . SENATOR LITTELL: The, ‘schools are all right;  the
;'schools are pretty even. R o T SO

TREASURER CRANE : nght ‘ A R
 SENATOR LITTELL : Colleges are pretty even - Medical
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TREASURER CRANE But when you look ‘at the b1g plecesoff

vtthat go out for us—— I mean, we ve got—— I mean, it causes a

ﬁ,local cash flow problem ‘So- therefore, we onid have to 100kﬁ7"

"at the 1mpact 1 thlnk 1f you: want to ‘look at  that in a
;flnanc1a1 way, you want to look at ‘the 1mpact that would have

a-ion ‘any local borrow1ngs, because they may - be d01ng the

‘borrow1ng 1nstead of us. I raise that as an. issue--

SENATOR LITTELL ’ I asked the A551stant Comm1551oner;~

to 1ook at that part of - 1t I would apprec1ate it 1f you folks
'l_would look at it. from your end because I thlnk we all need to
Mhﬁflgure out - a way sb we don t need to spend $30 mllllon every'
?A'year for 1nterest ‘That s all : ‘ ’
TREASURER CRANE May I elaborate—— o v =
ASSEMBLYMAN FRELINGHUYSEN Can we Just dwell on  the
mun1c1pa1 side? Inherent in. your ‘answer, of course-- The
munlclpalltles, I assume, are d01ng some borrowlng of their own
’rlght now. I assume tax ant1c1patlon notes represent, in - many‘b
cases, the borrowlng vehlcle, not all cases, but. in some ways.
So,. 1f we were to‘ do it .the way 'that Bob - suggested - indeed
: there may be even a greater; need ' for - the munlclpality . to
:borrow,_lf we were to, perhaps, favor ourselves to what he puts:
' forward as-an idea. S e e
) MR. KEEVEY: If I may, Mr. Chairman, I think when Mr.
A’_Rlchman ‘looks at Jt what he will find out, I think, is that

Ethose mun1c1pa11t1es.that are,on a calendar year -- and that is

the,majority of them for 1992 -- they are getting no money in

the’flrst half of thelr calendar year. ‘So, we give them‘all’

the money between July and December. 'So we could not back up
the payments beyond‘December, because if we did they would have

‘ya negative in thelr budgets. They must get all their money by

u-jDecember 30, so there is no way we could spread those payments

beyond December 30| 1992 for those munlclpalltles that are on a.
calendar year. We could not move it forward because it would,
in effect, require'us to put up additional appropriations.
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| So;fjf those mun1c1pa11t1es on a. calendar year,:_Itﬁ

L think'dthe answer w1ll . come back ~that they ~can't. find ‘antw,,f:fv

ixfoptlon ‘ For those mun1c1pa11t1es that are- on a flscal year,'”“UB"

‘fthe ones that sw1tched over——’ One of the pr1nc1pal reasons forf;h“‘ |

' the sw1tch1ng of the: f1sca1 years was to brlng thelr budgetsw

“:fmore 1n 11ne w1th the State dollars, and they are budgetlng and:*l

g borrow1ng 1n such a rnanner that theY are dependent upon the

! State. pay1ng the money UP front Under the: prev1ous scenarlo;wl

"»ﬁ;what ‘was~ happen1ng when they were on a calendar year——f They

'kvfwere gettlng no money from the State from January through June,zgﬁq

 and they had to borrow , L
S0 for the b1g munlclpal1t1es that sw1tched over,’lt

shouldﬁ‘ln the long run,,el1m1nate a lot of the1r short term’f_n

';bOrrowing I thlnk we won t be able to 51gn1f1cant1y,11f at}}fb

;'r,a11 "change our pattern “of dlsbursements “to mun1c1pa11tles,

'chrtalnly not: at all for those calendar year mun1c1pa11t1es

SENATOR LITTELL If you take mun1c1pa1 supplemental?a?oi

——-133 1n October and 217 1n January——
’ ' MR KEEVEY nght 5

R SENATOR LITTELL ’ That 1s sp11t up at least 1nto twoliffffg
ihalves f 1f you take the next one up, mun1c1pal rev1tal1zatlon,sg,},'7*

. you get 139 1n July and 26 in August and then zero all ‘the' way!ylr

 across. T can't belleve that you can 't split that up. at least‘”

‘half and half It is not monthly once every six months ff[;:,ffi

to balance our payments out I mean,v1t 1s affectlng us, ‘as 1t’]v

vmlght affect them.  We ‘need to know the effect on everybody——;ffff;m |

MR. KEEVEY: Yes.

SENATOR LITTELL: --but I think that if we are gomg._._f
to reduce ‘the cost to government,_then we have to look at ouryp;g>"*

COStS

'MRerEEVEYEthherpoint.Ifwas'making is‘thatVWé}Cannotpi;:'l

:,back"itz;up ‘beyond December 30, and that is when our  cash A

problem becomes exacerbated.
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'f';:backed that up almost to the end although we:’ are paylng some

f['fgchange the statute,tbut we couldn t,change 1t,1n such a way'as
'fj;jﬂto move it beyond December 30 RIS DRI :

» yf,to see a tﬂock grant program for all the munlc1pal a1d
"7f;would s1mp11fy and pquallze the process eventually, and I have’;

"h.1nequ1t1es here that you ought to look at

"-:-‘. cons1derably less, 'I thlnk the overall publlc questlon is ——
.ffand somewhat the reason we re. here -- why are we d01ng as much'”

,M;tito be the actual use questlon

' 1fthe up—front pens1on paymentS’ that . were pa1d ‘are- bas1ca11y E

f'?revenues

. Wlth regard to the flrst one you spoke about the law
';jrequlres 1t to be. pald on or before December 30 so we have“

Soine Octooer because some munlclpalltles ‘have cash problems, andj
'f,we are mov1ng some of that money out. ear11er ‘j_"‘ |
o W1th “the wmun1c1pal ~rev1ta11zat10n,.'it"i "the same .
'§51tuat10n ~The. statute requlres a payment | ST guess we could

SENATOR LITTELL Well 1f we are successful I hope

 asked them to. loo& at that - But I th1nk ~there are somel{ﬁ
A ASSEMBLYMAN  FRELINGHUYSEN: ~ Mr Chalrman,v_.'If»"am’ not
fﬂ@sure that I necessarlly got the full answer If the Rebate*h:
fgiProgram has 'been cut back and our pen31on obllgatlons are{fﬂ/
H?borrowlng as we are dolng° That really gets to what T con51dera§h
MR. KEEVEY There are two answers to that part One,hffff

~ supporting expendltures in the budget. The expendltures andf-fylu“
" the revenues. ‘are |st111 ‘1n sync w1th the resources and the_;h

. Secondly, there were two other phenomenons happenlng ff;’f~t
One, we opened up w1th less cash ‘We have $250 m11110n less

*cash openlng up- thls year than we had 1ast year Secondly,
' there is roughly $600 mllllon of ut111ty tax that used to comehpr ‘
">11 in the first half of last flscal year, that th1s flscal year‘h:y,fﬁ

:'all comes 1n in Aprll o _ o TR
‘ ' So, - thoseltwo phenomenons —— less cash comlng in, or, .
less cash in the beglnnlng of the year, plus the $500:mlllion A

LW
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hfffand November, now’ does not come in untll Aprll-— So the change

’.fdoes not come 1n thls year That was made up, to some extef

'fithe charts there What has 31gn1f1cantly changed on the

“wof utllltyltax, some of wh1ch came 1n, I thlnk 1t was 1n Augus

575f1n the payment of the . pens1on system was bas1ca11y offset by

'”h05e>two other phenomenons , : .»?v“ -1' S .ff- T
*ASSEMBLYMAN FRELINGHUYSEN Just for the recordﬂ and
: ranscr1pt i S |

the dollar amounts——-‘ e . :
] the beglnnlng cash balanc
‘_ change. in the payment of ut 1 1 1ty
*{ﬁin@effect,}we have lostit
R e th t - hal Vhtof ﬂ@;our f1sca1 f,'j
‘lbhFlve hundred—and-elghty—flve of 1t ‘we get back but not untll
. 5Apr11 t:gf;j ~.Hm ERT S ,w_ ; ' ’ v, ﬂH@._‘”_
SO _f ASSEMBLYMAN FRELINGHUYSEN Well ,youiare*stllifdoinT”
”'f{a cons1derab1e amount of borrow1ng : “'vi-v’ e

. o MR KEEVEY nght,,because,.for example,ylast year,l,
dfhad the sale of the Turnplke, an. asset .cash that came 1n, that

'thby the]acceleratlon of the payment of the pen51on payments*
- o fThose pens1onfpayments are s1mp1y supportlng

20 revenue from the?fpens1on refund 51mp1y supportv;g
R thlnk the bottom 11ne is: reflected “in

’v;ong01ng expend1tures

jpnegatlve 51de 1s the less cash and the ut111ty tax payments :
o  ASSEMBLYMAN FRELINGHUYSEN  Bob, do" you  have
*faddltlonal questlons7 .;_;v; L "":'lai]" " ’“f'~y;”?£p
. SENATOR LITTELL: Yes. I just want to know--f’I think
K‘1t would be ‘good if you stated ‘here your p051tlon ‘on’ the?f;ff:’fb

ability to repay - pub11cly as part of the" process et the $1 2Q;”i;fff
nbllllon we are borrow1nq, so ‘we have that on. ‘the record Theref”75”'ﬁ"

“1s no doubt 1n your mlnds that we have the ablllty to repayfﬁg _
) TREASURER CRANE The?notes—efZWefhave~asked.forﬂ$i;é*f:”' |
Rybllllon -— up to $1 6 bllllon We will repay thOSe‘notes"inffﬂva"’”
"thls f1scal year | ‘ Ge el e
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SENATOR LITTELL:  Okay.  What ‘about the rating

houses’ Do you thlnk they will be all rlght with their ratings

- on these bond issues?
| TREASURER CRANE: Yes.
SENATOR LITTELL: Okay. » B
‘ ASSEMBLYMAN FRELINGHUYSEN: I believe Assemblyman
Kamin wanted to follow up on one earlier questlon ’ h .
’ .ASSEMBLYMAN KAMIN: If I may, maybe this is a questlon f

‘again for Mr. Lurie. Could you explain to the Commltteebwhathﬁb

thee.requirements"ere with the Federal government for 'thej
-arbitrage on the'finterest. rates? And then maybe for the
Treasurer, couldvydu indicate what the cash management account -
may ”be‘kearning over 'the next several months? When you are
working with'that,vlooking into the financial plén‘andjgivinq
uS»é replay of what you were able to do last year,’What ere
your thoughts for this year in playing those spreads?

So for Mr. Lurie, if you could explaln what the rules-r

‘are in earning that 1nterest and then for-—

'MR. LURIE: I am not a tax attorney. I will-- o
. TREASURER CRANE: We will practlce without a license
‘today. . rA | _

‘ MR. LURIE: I am always accused of pract1c1ng w1thout:'
a license, so I'll g1ve it another shot. '
| ASSEMBLYMAN KAMIN: All right; fine.
‘ ASSEMBLYMAN FRELINGHUYSEN: This 1is for theb‘recerd
now. Maybe you mlght want to restate that. . o o

MR. LURIE: I wanted to give a dlsclalmer before——

TREASURER CRANE: I trust you will send none of this
to the Attorney General s Office, Mr. Chairman.

MR. LURIE: We can borrow up to the amount-- _‘To
really simplify it down to its elements, we can borrow up to
the amount that we expect to spend within six months of the
date of issuance, plus an "additional factor for reasonable
reserves. As longfas we stay within those limits, we can keep
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',rthe arbltrage If we exceed them,»then we have ‘to. g1ve back’mi

'wfall the arbltrage ‘ There are probably several pages and pagesfﬁjih

(o

f7iegw1th1n the limits. So. 1 b01led down all of that

3{j51n terms othhe cash flow,‘you w111 see that we 1mprove maybej

'ajof regulat1ons Whlch explaln all the terms,,but -you can borrowziﬁaujuTu
_r?up to six. months of ‘what is called cash- flow deflCIt ; And asf{ft
’ﬂylong as. you spend at least 90 percent of that,fln fact you a'

S ,‘TREASURER CRANE I thlnk if you . take a lookfhl”'%”
:Dflnstance,f1f you take a look at one of the charts, Assemblymani_

| MR LﬁRiE Ac‘CuallY the line graph 1 think is more-—
S TREASURER CRANE , Well I was g01ng to use th1s onej’b

*_because 1t shows the months If you look at it, we are now—_,;:sgv
<;We are 901ng to sell notes thlS month So let’ s say’xlfﬂgiv

'{¢1nstance,’u51ng Mr Lurle s 51x months October,;November,tgl,

:‘t;zcash By Aprll we w111 beg1n to go 1nto—-_;;

lglfrom there,'as long ‘as we. are talklng about 1ssu1ng the notesz
-at the end of September, it 1ncorporates that per1od of tlme o

;{December,vJanuary, Feburary,,March - you w111 see- that 1s thegf:i
~ time in wh1ch we need the cash the: most, and that is ‘the time-
"mln whlch we w111 use the proceeds from th1s bond to brldge our"

MR LURIE
{;that our 1ow p01nt, that we expect for 93,‘1s in March wheng
"»:we get to $1 4 bllllon of - cash flow def1c1t So- back1ng up;,v

In. fact, on this line. chart ‘you canf

"'{If we: had been ‘here. in July,}we would have- had to issue thejffh

‘notes ‘in two pieces, because we could not have 1ssued the wholej}fff

r'thlng and been w1th1n that 51x—month perlod : e TR
- ‘ ASSEMBLYMAN’ KAMIN - And that would: adversely affec*rf:!""

tne 1nterest rate, 1ssu1ng 1t in two pieces? ERRURS ,*,,”“
‘ ' MR{ LURIE: well, no, it is just. that we would-—'fl'_ s
:Vfdon t ‘think we would..know how it would affect the interest
,raten_ We‘could_have beneflted or not,udependlng,on what.ther;:?tw”

‘market was like at the time. = We have had interest rates go = =
down and way up in the last couple of weeks, and now they are;“*
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' :fdback down agaln,

'flnterest

'gwreason

5.3 percent

'”down closer to the
ASSEMBLYMAN KAMIN

g
| 'so 1t
~ time right now to. do as much of it as
© coming into the ma
. believe thlngs are

fyahe31tate to recomme

it whlch would se

fyour thoughts on hqw we are golng to be able to do that - tnefffhah
~and so forth?ﬁ{ﬁj;;}

'f1nanc1a1 plan - w1t
,llWhat do you expect

| TREASURER
 MR. LURIE:

’5‘51nce Treasury B111
as’ there 1s a rollover of securltles 1n that fund,

"less of a spread thii
' . TREASURER

MR.'KEEVEY:

a roller coaster r
~you look at the cu

- right, Bob?" I mean, literally. 1nterest rates went 11ke thlsffi~7fi o
‘(dem°nstratés). I mean, it is a roller coaster ride at thls;y:_ TR
;point. We won't know, very frankly, until ‘we get there. Sl o

So, one of the reasons we are anxious to move ahead is

to get in now, bec
- would like to take

rate market over

s ASSEMBLYMAN KAMIN
| r;ﬁllne of credit tha
'”h;essentlally have 1t all and then are" able to use 1t and 1nvest

E KEEVEY
';days are- approx1mate1y——

is probably a reasonably advantageousx
With Callfornlag
thls month

we . can
rket at the end of
lonly g01ng to get
the next

I personallyﬁ
‘worse'
few. weeks

‘ : § T : AL
] So it really doesn t functlon as a”
t we draw down over a 51x—month perlod ef

que 1nto the second part of thls What areh
h the cash management rates,
to be able to earn. from that on the spread’ .
Well the - cash management rates  these

3 R th1nk they are ‘in our schedule'—é"ft

CRANE?f‘Yes, 5.3 percent v
~.They are. dropplng rapldly,i

rates rlght now are about 3 percent

current rate . s
- 8o, in fact then,i
is year to work w1th’ '

CRANE Potentlally o . . L
As Mr. Lurie. p01nted out, we have been ony
ide for ‘the last. couple of weeks .

there~wou1d’bed

Ivmean,
rve,,

ause thlngs are pretty good r1ght now, and we
advantage of the market now. ' ’
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in ‘the" short- termf_\_
" So I would‘_f?
nd to anybody spllttlng up the issue for anyfjﬂﬁf‘

of coursegi.,af"
,we W111 get?f{f*t |

Cif
it 1is really like - thls (demonstrates),*-v



‘-HMR, LURIE 'Mr. Kamln, I thlnk the rates I gave you'

'5fwere last ‘year' s rates .- 1 don' t know what they are thls year,»l

;fbut they are substantlally lower

SENATOR LITTELL: Have you ever trled to calculate_pr*

'“ffwhat all these 1ower 1nterest rates mean - 1n the loss of 1ncomefﬁpftjj

5dng1n the State of - New Jersey’

TREASURER CRANE In terms of 1nvestment earn1ngs7

- _A*SENATOR LITTELL ers In other words, your 1ncome?fbb}s
'”ﬂﬁtaxes are not g01ng to be pald on: the 7 percent and 8 percenti7

ih'people were. maklng —— or 10 percent they' were rnaklng' a few -

:nyears back if they are earnlng :3 percent 4 percent, 'or:vsf

percent, as compared to,.say, 7 percent, 8 percentv 9 percent,.f»ﬂo

’pfflo percent N Does that have a huge 1mpact on our cash flow’ R
L TREASURER CRAXE I don t thlnk it has any 1mpact on,jf3~*’7

:_j[our cash flow but 1t is probably—— It 1s a revenue questlon
3 f SENATOR LITTELL That is what I meant. S

, TREASURER. CRANE You don t know what .1nvestors are,}fgi{ﬂ:*
'_g01ng to do out there,-whether they are g01ng to move to someg&fsff"

'._'other 1nvestment to. get a hlgher 1nterest rate,, or whatever

';AObVIOusly,_lt could have an 1mpact on it.

Chalrman, I would be less than honest w1th You‘—'ffgf.x,l

"~ ”Ifmean,,w1th the employment ‘situation and everythlng else that]b“"ﬂsh

is g01ng on 1n thls economy, you have so much - happenlng outf:.ﬂf Siw
V”there,ithat it- is. not predlctable at- thls p01nt It ‘would beij‘;
. very hard to measure that. We may. get some 1ndlcat10n, or at . .

'f.least a feel maybe for 1t when we see- estlmated payments in thef'ﬂh o
month of September, but I would venture that it would be very

hard to calculate what those investors are d01ng out there

right now. I mean, because it is all the1r ch01ce, it'isftough_dd_” R

to measure, I would submlt to you i
' ' 'SENATOR LITTELL: ~Just curious.
 TREASURER CRANE: Yes. R s
 ASSEMBLYMAN KAMIN:  So, the short story on that isti'
that as long as you borrow 90'percent -- utilize 90"perCent;of“7J
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|
l
'..
L.

1vthe borrow1ng, you can keep the arbltrage jlffnot}{you?haveftofﬁt )
settle up w1th the—eé,“ Lo o R R T T
: : LURIE IR Plus _some reserve that is reasonable,._'

"”land our lawyers get to tell us what that means They w1ll’~*«"h

"hAProbab1Y~—h'“ : : - DT
' ASSEMBLYMAN KAMIN Another arb1trary f1gure°

_ LURIE: ! Well ‘ 1s whatever lwe ~can get theﬂﬁﬂfl .

’L71awyers to agree wit h

L ASSEMBLYMAN KAMIN G°°d:1r;Thahkgﬁybuf{Vé??ifmuéh@;rdffﬁpff}
Hg;:your response on that R .“f, A qm,»:%s~ ﬁ~ f;_.Vj:”jhf,,
| ASSEMBLYMAN FRELINGHUYSEN 'In terms of ‘the actual use

' ~yquestlon that I asked a little earller—— ‘You say. we need the

’money because we . don't get the publlc ut111t1es tax as. we used‘ah '

to get it? That was normally collected in August and November
. MR. KEEVEY ~ Three times. ' L : :

ASSEMBL FRELINGHUYSEN , SO, When 'the 169151at10n¥g_p
- was' passed ‘which pushed it up to’ Aprll in fact,,that was an
exascerbated~—l Actually, it promoted somewhat the need in’ this

. time perlod and perhaps in the future, to do more short—termﬁgf“5

’borrow1ng j u_~ﬁ

N MR KEEVEW Yes,:but it also,‘ln the flrst 1nstance,¥?¥f;};»

‘.generated $500 mllllon that heretofore was not there
| ASSEMBLYMAN FRELINGHUYSEN: As a tax?
MR. KEEVEY - As a revenue to the State
ASSEMBLYMAN FRELINGHUYSEN Yes. B . : .
MR. KEEVEY. We went up from roughly $1 bllllon “to ;

$1 5 billion. And’then, ‘as you know, this -year, we droppedwffykif’*hf

 down to $1.4 bllllon, but in the process of dolng that one
aspect of the. 1eg1slatlon was to change the payment dates

ASSEMBLYMAN FRELINGHUYSEN ' Well, the actual change 1n*&tpp"
*the payment dates gave us money that we otherw1se would not:!f

-

have—— S N _ o
' MR. KEEVEY: That is correct.

«
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. ASSEMBLYMAN FRELINGHUYSEN:  -—to spend,  which was

somewhat budget driven here. R L
ASSEMBLYMAN WATSON: = But ‘that was changed ,
ASSEMBLYMAN . FRELINGHUYSEN Money that is not Spent

'h »now has to be made up through more short- ~-term borrow1ng

ASSEMBLYMAN WATSON: Mr. Chalrman, just a p01nt of
clarification—— : : . , »

| ASSEMBLYMAN FRELINGHUYSEN Then we'havefto“waitfuntil" o

o Aprll ‘to get the same ]Olt agaln = e
o MR, KEEVEY ~ Well that portion ‘of it - I mean, the |
$500 million —--— has been pushed back to the ‘tail end of the'

year. But I was responding to spe01f1c offsets. In other L

; words, ‘you said that if this changed and that changed—-"" ,

| ' ASSEMBLYMAN FRELINGHUYSEN: I ~am mot belng
»antagonlstlc 1 just wanted to make ‘sure in terms of thev
uactual use. S - ' ‘
MR, KEEVEY " Right. That 1s correct. : .

A ASSEMBLYMAN’ FRELINGHUYSEN Assemblyman Watson has

hquestion ' S
- ' ASSEMBLYMAN’ WATSON: I'm gettlng a 11tt1e confused

When we changed the dates for the revenues to come in~ from the o

gross receipts, these were dollars that we were not gettlng :

-before. They were our dollars. The only thlng' we did waS';
change the date—— |
MR. KEEVEY: That is correct.
ASSEMBLYMAN WATSON: -—of collection.
MR. KEEVEY: Right. .
ASSEMBLYMAN WATSON: So, there is no tax there. It

was a 'changing of dates to collect ‘the revenues we didn't

collect in the beglnnlng, and we got it up—front
MR, KEEVEY: Right. ' : } ,
 ASSEMBLYMAN FRELINGHUYSEN: The Chair would not
suggest for a minute that we want to tax anybody around here.
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(laughter)7'llwas just wonderlng what we were ba51ca11y g01ngi¥f*f"M

. to- spend the money on.n I think that 1s a——:;

. SENATOR LITTELL Well, I think he was 1nclud1ng the——*?frh,t,
.~ MR. KEEVEY! Well, you know, it is: not dedlcated toﬂfff;Q"

‘hanythlng spec1f1c .% S R
} ASSEMBLYMAN FRELINGHUYSEN ‘ v,We‘?fwou:ld -1 ike ,tQ ‘just: :ha,ve‘v .
a pretty good handle B T e A

- SENATOR LITTELL You were 1nclud1ng the acceleratlonffffyv

in your amounts when you sa1d 1t was 1. 5 last year——;""“
B _MR. KEEVEY on yes ' S L T R e
 SENATOR - LITTELL ——and it is 1.4 thls year Thatls

o .why there is a dlfferentlal in the total amount T e
MR, KEEVEYJ Well, that is a budget 1ssue We are..;:;:».;;",_jy;:,;.
flooklng here today‘at the movement of cash ‘into the Generalfuw

~ Fund. These charts are all built upon cash wh1ch is. sllghtly;hfim7f»7ﬁ*d

'~d1fferent in . concept than where we stand at ‘any p01nt in’ tlme;jsah

" in the budget 51tuatlon ' SO,‘these are - actual moneys mov1ng.u[pff"°’

out, whereas 1n thd budget ‘we have: to worry about encumberlngfff?‘-fi:“

. money and . obllgatlng money,vso that we contlnue to stay on a

'gap basis. Here, we are talklng about the ‘movement of cash 1n,""'”°

and out of the - Genekal Fund, and when we actually need money tOf»f'f”7

pay bills. So, they are dlfferent in’ concept,wand they can,;f75

represent - w1de swings in dollars at any p01nt in time betweenftifs k

- the budget number and the cash numbers

ASSEMBLYMAq FRELINGHUYSEN ‘vIn terms of the 1nterest,7

’ ’»rate swap option, we 'did that last year? o e o
_ ‘MR. KEEVEY} We used an 1nterest rate cap last year[}f}t;”
‘; 'whlch is similar. An 1nvestment bank 1s contractlng to pay us - -

f if our overall 1nterest rate on the varlable rate notesV"fi5g s
exceeded a certalnjnumber ‘The number that we chose was 4. ny}"*f” |

‘percent. As it turned out, our variable rates were. below that

1 4.6 percent on average for ‘the llfe of the program,'so.lt‘was{sff'

not needed to draw upon that contract
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Cowe

:d'&tthlng that prudent people——;?“”"

5}_now very common in the market

‘7”;”1t add to the cost of the 1ssuance°

'ﬂ5]isort of:spreads your——by._a;

IY'EThelr -exposure was essentlally unllmlted They could have*jk S
vaended up . paylng us many tlmes that amount,.but as 1t turnediff@fﬁx
) out they won the bet e : o e DT 5

'Vf”pumps up that expense

:“that——f

Ugoes 1n7

ASSEMBLYMAN FRELINGHUYSEN gﬁt.}it_;is the gséftﬁfé-

. MR.. LURIE It came to anflnsurance contract Q ;tpigg

ASSEMBLYMAN FRELINGHUYSEN Y'Sfx‘Whéﬁidbesdiﬁ%%’ﬁbdéz

MR LURIE Absolutely E
ASSEMBLYMAN FRELINGHUYSENE

‘It obviously g ives You =

ﬁjMR LURIE lee any other'lnsurance,zwe pay up—fron:_w,_v,“

Aduforf;f. It -is 1temlzed on here as- 1nterest cap —-— a_half_a o
;mllllon dollars T e Fogt

Morgan Stanley, who 1s the counterparty to that-—;}f5

ASSEMBLYMAN KAMIN: Is that why the cost of 1ssuancef" e

.o»ﬁln that partlcularf— what was that Serles B and C was sofﬂdg"*ih

‘as compared to the others? SR g e s
. MR LURIE ers. That partlcular 11ne 1tem certalnlyrgg,,,f

 ASSEMBLYMAN FRELINGHUYSEN G There Car é}!a. number Tof

. fderlvatlves out there. How do ‘you dec1de whlch one you would:ﬁ;f;;;p
. be llkely to enter into? ‘

'MR. LURIE: Well ’f'think*afway,thatRwefwouidfapproach:7*
ASSEMBLYMAN FRELINGHUYSEN ) What‘éort,bf”ahianaiysigvg,

';MR, LURIE I thlnk one way we vmuld aporoach that’:

. would be “to look at the dlfference between the varlable rates’

- . for. dally varlable paper versus the one—year flxed rate. If

.Lthey are very s1m11ar, what I would propose to the Treasurer to-

”»;do,‘51nce I am 51mply hlS adv1ser, 1s to 1ssue a good chunk off7ﬁ
'the“ notes on a flxed rate basis, and to the extent that we
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i
"1ssue any variable rate notes. at all, thatuwe’would°enter into
an interest rate swap,pwhlch has the effect of: f1x1ng outrlght

Tthe varlable rate paper as well ‘ﬁThere may be:a way ‘to get;t'

‘essentlally' a’ flxed rate for the State of New Jersey us1ng a
' swap, using that klnd of a derlvatlve : S ‘, S o
Now, 1if Jally rates were. very low,' say,; at 1 1/2

peroent or 2‘percent,,and fixed rates were at 3.1/2 percent,,I\ffl L
‘;might'saY,'”Well let's take the variable rate now and - s1mplye{ﬁ”°”

hbuy some insurance. that in, the future it won ‘'t go up a’ lot

Right now, the dally rates and the flxed rates are very. close't-

:together; so 1 don't know that buylng the - 1nsurance makesff;f
sense. I. would propose to just take the flxed rate - 1n larcei;f
vfmeasure rlght now,‘but that is the analys1s T think we w111fﬁ

_'need to make As we get right up to the sale date, ‘it may_be>f
;that the relatlonshlp changes. v R - SRR
ASSEMBLYMAN FRELINGHUYSEN: I donft ,have “a lot of

knowledge, is this an 1n—house—- Is this. something vou. 'doj NS

'fbased on your professional judgments -- plural -- or is thls'fhiah"hf

somethlng that one normally 'seeks some guldance from—-*t

. ‘MR. LURIE: Well, both. Ultlmately,_ is a rlsk R
'de0151on that comes “back to ‘the business. managers - of gthe‘*"'i

- State.’ One of the thlnqs the Treasurer w111 need to do is to
’assess what he feels comfortable with. L 5
ASSEMBLYMAN FRELINGHUYSEN: Dvick,' You had a qu'est_ion :
:you wanted to ask? T IR . o ' :
 ASSEMBLYMAN KAMIN: I have one for the end.
.'ASSEMBLYMAN FRELINGHUYSEN: Well, maybe-- Whatever. .
SENATOR LITTELL: ’Assemblyman Watson has a question.
L ASSEMBLYMAN FRELINGHUYSEN Excuse me. Assemblyman - .
Watson? - ‘ R e e o
. ASSEMBLYMAN ~WATSON: I am  comfortable in ' the
’dlscu551on I havelno questions. _ v’ | RN
| ASSEMBLYMAN FRELINGHUYSEN: - . You  have no questions?
Okay. I | L
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"f_the 616 1s the uncompensated care money ~I think" that 1s the,
B money mov1ng in from the hospltals “In other words, as part 0

J ASSEMBLYMAN KAMIN Slnce we have had the opportunltygf
to look over some of our cash flow opportunltles today, one: offy
1the ones that Jumped t’ftatw _me vfwas f‘the ‘Medlcaldf,
' dlsproportlonate share funds Durlng' Flscal Year '93,; where;;
_1 the table has 1ndlcated that recelpts were g01ng to be aboutf
'74470 and. yet the f1gure I see 1n there is 616-—' Why 1s there a
:vdlfference 1n those two - numbers,.the 470 and the 616’ ’ PR
. MR ’ KEEVEY - The 470 1s the dlsproportlonate share

the opportunlty for the State to draw down the Federal moneylui S
we have to th51cally take. the money that comes in from thetTg;jﬁ]
';hospltals,_ move- it 1nto the budget,» and move 1t back downit'
".agaln There should be a correspondlng dlsbursement on the:ijgg
other side. . A T e
4',PfeV10us to that," we used to take”fit vintoyhanh,ggu

| Uncompensated Care ‘Trust Fund , Now we take it 1nto the Trust,hg‘uh
move. it to the General Fund and pay it back to the hOSpltals;?:
A'That is ‘the way 1n which we have valldated the drawdown of: ‘the' -
TFederal Medlcald money But the revenue source that is clear:ng,»';

1Lmoney, as opposed to Just a- movement of the money through PR
zthe 470, representlng the 330 that we get from the acute carefﬂ"i“’T”
_~hosp1ta1s,'wh1ch is the matchlng money we get from mov1ng that ”ﬂ_f:”“
616 mllllon through ‘ Then the 140 mllllon that we still expect df ;
“to get as. a- result of -the psychlatrlc hospltals The;330,and,~*ffw”5
‘the 140 get us the 470. Okay? -».»;.ff-y'.uigi,,-
ASSEMBLYMAN KAMIN: Yes. Are we still doing the
Mexican standoff w1th the admlnlstratlon on some of those
numbers‘> v S L E
| ' TREASURER CRANE ‘We were offered--
ASSEMBLYMAN KAMIN The Federal admlnlstratlon R
 TREASURER ‘CRANE: --an arrangement. We. are not sure .
it is satlsfactory for: the State that we should accept it.  We )
have not accepted it. We have. continued thro_ugh the ,suxmr}ier e
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E

5someb"hdiscuSSionS¢‘ w1th hef' Federal government : Thosef s

: j-disoussions' ares»ong01ngy;,and hopefully w111 soon bear someﬁv"

fruit. : 1 L B TS R AT S

IR ASSEMBLYMAN KAMIN Okay | Thank you ‘for your response
’TREASURER CRANE : Thank you, Assemblyman "' e T
'ASSEMBLYMAN FRELINGHUYSEN I am still a “little blt*’-’”““'"”‘

| uncleari_relatlve to thef Assemblyman s questlons ”;We_‘are"

_ant1c1pat1ng approx1mate1y 470‘—:', : o ,
TREASURER CRANE It is in the budget, yes.

| ASSEMBLYMAN _FRELINGHUYSEN: ~And thetgsum,_in’fact,:isv}j;g_jfwg“

, the one wh1ch is. somewhat contested

"MR. KEEVEYi The 140-- " R
TREASURER CRANE : One—hundred—and forty of 1t is. R
'ASSEMBLYMAN FRELINGHUYSEN: One—hundred—and—forty_'of“

- TREASURER hRANE The . balance of 1t 1s the amount ofﬂl

money we received in Fiscal '92 -- the full “amount . We weren°

I

- fully paid for it. We expect that it will contlnue perta1n1ngg:'

to 'the acute care hospitals, as opposed to the psych1atr1cf
'hosp1tals ' ' T T e AT
ASSEMBLYMAN AERELINGHUYSEN So,  we ’are not banklng'
anything in our-cach flow that mlght fall 1nto the category of
~ wishful thinking. | =
MR. KEEVEY: well, I think our best’ judgment 1s——iv :
‘ ASSEMBLYMNG'FRELINGHUYSEN No, I don t mean that 'in’
any-- 4 ST 'v'f
MR. KEEVEY; Right. Our best judgment is that the 330
we got last year, we are going to get this year. The 140-— I
think ultimately our _feeling is, depending 'upon how these'
negotiations go, that we are entitled not only to 140, but
perhaps even more. |That is the po1nt that we are contlnulng tof'

argue. BN

ASSEMBL’MAN FRELINGHUYSEN: So, the bulk Of the moneybv”'

‘1s money that we world normally ant1c1pate-—
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iﬁthat have been put 1n,fwhlchithey are’ g1v1ng us a hard tlmef

‘f?contlngent upon the contlnuatlon of some klnd of uncompensated
;'care program As you a11 know, that 1s under questlon at thlsijf7
-~ point." I just thlnk when you ask us on. the risk s1de, 1tr A

7about

bfull response—— Th1s is not our area ‘of: expertlse but the 330

MR, KEEVEY YOS e e G
ASSEMBLYMAN FRELINGHUYSEN '{——regardless of the clalms;

MR KEEVEY R1ght,~r1ght P i :
TREASURER CRANE Chalrman, 1 thlnk in prov1d1n

from the acute care hospltals——f The budget shows 1t 1s also

7‘only falr to say that—-‘ I mean,v that ‘is’ st111 an open'

"7j'you want ‘to know what the rlsk is,. that ‘is the rlsk
’i,to know those rlsks

g”g1v1ng a New Jersey flavor to- thlS 1ssuance Could you Just;

f'sort of . explaln for the record—-' You sa1d 1n your statemenf?
'fdthat ‘the State is prepared to’ 1ssue ~the. notes’ through an”f

‘negotiated sale. From time to tlme, ‘people say, "Well, why are
-; you 901ng that route, as opposed to. somethlng which 1s,,in'onef,f,

_f,questlon If ‘that- were to go away,,that revenue would thenﬁfv"” ,
‘fﬁbecome a partlcular problem You should just know that ,Ifﬁh}ﬁf o

- ASSEMBLYMAN FRELINGHUYSEN All rlght : wgll Wé”iikéf':'

" We can dwell for a moment on—~f Let me commend you for}?o'

sense, v1ewed as more of a competltlve nature’ v Could you - justtr:pﬂlv
sort of comment’ﬂ I think we have obv1ously a strong feellngg¢fpj}jf

;’that you have chosen the rlght pGOPle to handle thlS, but maybey;r;‘fV'
 just as a general educational point- you could let us know.

TREASURER CRANE: I think we get into some spec1flcstuef;i

'bcomparlsons,vand whatever, but I thlnk ~as T sa1d in my openlngﬁﬂﬁm""

statement, there are a couple of reasons why we - have - chosen:]"

this method: One is premarketing, which I think is very, very

imporfant in this market. And. the second one - and I'thinkf~f7

- this 1is even’ overrldlng —-;4 is the flex1b111ty to go in the =
ﬂ.market when 1t gets -— when we. really be11eve that we can get



'.ythe[best‘déaryfdf
think,
rjsize

are a poWer
Thls is not

'the State Those two thlngs together, 1

a small 1ssue It 1s a very big. 1ssue

have potentlal competltlon that we have already told ‘you about

©~ ~ We just fe
chance to premarket

el as if thls g1ves us real flex1b111ty,
’so that we can get- the best deal.

vwhy we are comfortable w1th where we are.

' MR. LURIE:

“almost all states wnth no programs over——-

TREASURER
E1n on .- the 29th
'is going to come'in
MR. LURIE
TREASURER

~The - thing is, 1s to!

not maybe a11-6 5—"

nthere we are in the
- MR. LURIE

general matter, ar

instances where we !

to do competitive
the t
Littell are ones w!

“refinancings

see us come back to,

Maybe Mr

,sales.

I also Just wanted to add to that that—-fgf;:"
‘ _ ASSEMBLYMAN FRELIWGHUYSEN
o statement here on page 5,

negotlated sales,
CRANE :

and 1n what size. ‘ :
I don t thlnk Callfornla knows

CRANE Well, ‘yes, that may be the case"

We'll only sell 4 b1111on that day,f
I don't want to take that rlsk
I also Just want to 1nsert that we,

market

e in favor. of competltlve sales
1ave the opt1on to do e1ther,
I think,

“ as a matter of fact,
hat were

referred to dearlier
ere we mlght have the optlon,:and you w111-

you. with a competitive sale proposal

In a program like thls,_though where it is such a-
large size, and. ‘%t is a new program, 'we, feel theren‘arer¥
overriding reasons to do 1t - to negotiate it.

ASSEMBLYMAN FRELINGHUYSEN 'v_We“;:apprec1ate that

c1arificatlon

w1ll raise the 1ssue of compet1t1on

‘feel ‘what we

are

|th1nk perlodlcally our fellow_ leglslatorsﬁf'

I thlnk as long as you

~doing 1s, to a certain extent, of a.

28

ful argument for an negotlated sale of th1kah5

That ;syzﬁj_
“So. what you sa1d 1n yourf;f
;the method used by{iv]l

We ‘guess that Callfornla 1s comlng:;fftﬂ B
Lurie knows exactly when Callfornla;ffg_fsigfgf

set a sales date two ‘weeks from now. and allgﬁlfdff
':of a sudden find out we plcked a day that Callforn1a dec1ded -—‘?'”

andihu»defd

as a
weaw1ll~chodSe_‘T.
‘that
by Senator_qk



(&

competltlve nature,.Whilewit”is negotiated _1t is competltlvegf
”E~71n a varlety of ways,lthat is gcod for us as a State '

"fiuse any derlvatlve products that we talked about earller
5Those would be selected by compet1t1ve sale as well S

‘f.;June when we were caught up 1n a whole lot of thlngs, there wasﬁ

y'because that is an anathema to people 1n my market “Plus’ 1t 1s7{
dja very techn1ca1 legal term that has a meanlng w1th1n thef
_ :fjdocuments We belleve we pa1d Jas we were supposed to do, i
'3ffathe approprlate day ' R . ' L

LURIE 2T should also note that to accept 1t‘wef

ASSEMBLYMAN FRELINGHUYSEN - Interestlng
Further questlons7' Assemblyman Kamln’ VAT o
ASSEMBLYMAN KAMIN Just ‘one more: Towards the end ofyj‘

an s1tuatlon. where on 'the repayment of 'some short term costsfl_vg
'hthere was a t1m1ng error by the paying agent. of the State. ;fDoflf?nT3i
~you recall that°' I thlnk 1t happened on a Frlday It was a*_5£ )
",very——f,I thlnk 1t was a day ‘late: I was wonderlng 1f 1n yourgf{ffw"’
, ;thoughts there is any downs1de from that happen1ng° Was thattfb
'77Just ‘a technlcal default’ » What doesi ‘that mean w1th ourﬁ
‘:relatlonshlp with' that pay1ng agent 1n the future°v ’ '

. MR. LURIE : I hate to see ~the  word ”default"b uSedmkh

| ASSEMBLYMAN KAMIN Whose 11ab111ty is that’ 15 thaté;i}ftlﬁ

'che paylng agent s respons1b111ty under those c1rcumstances°'

MR. LURIE: Well “all of the,:;Id guess, legalfn”v"y'

,;:consequences of that and try1ng to sort ‘out who owes what to;€i ;?f}
‘whom, has not yet been determined. There are- several lawyers%f”
‘_trylng to figure all that out and what 1t means within the”':.
- context of the documents, the contracts that were entered 1nto_“3’7

last year. There is some gray area there, so - I don' t thlnkv“ifr”“

that has been sorted out We don't. have a clarlflcatlon yet as”’

of ‘today. | 3 SRR el e
ASSEMBLYMAN KAMIN:  Well, let's look at it in. a

prospectlve ense ~then. " In. future obllgatlons, ’how do we <

protect ourselves agalnst that k1nd of thlng recurr1ng’




| LURIE Well - we - are meet1ng with the paylng;f,ﬁ
agents }1nvolved and alsor w1th DTC, _the dep051tory trusty

company that is the. re01p1ent ‘of _the payments at the back’ end o

;7‘of that plpellne,-and with our staff‘ just to make sure that?f:f
- the procedures are=t1ghtened up so that 1t gets to the rlghtyf_ﬂ
people on. the rlght day at the r1ght t1me That can be donelﬂlf

,'w1thout ba51cally asses31ng any l1ab111ty or blame subject

B , ASSEMBLYMAN KAMIN:  So, v1t is fair to ‘say that ‘wepf;gfl
*1don t have a falr settlement w1th negotlatlons.w1th the many,j“

tgattorneys,tthat we may, 1n fact be changlng paylng agents

~MR. LURIE: At ~some p01nt »HfI ‘think it would bellf»fff'

unfair, however, for us to- take any drastlc actlon unt11 we are

Cleérér on,v you. know, what happened and why, and what each S

N person s respon51b111ty was ‘ We don t want to jump to thatp :
*ﬁ.conclus1on ' R T ‘ '

ASSEMBLYMAN KAMIN That ,1s ‘not an issue that is

| probably g01nq to make a whole 1ot of news when it is fln811Y:flffifﬂ

cleared up. If you would, as a courtesy to the COmmlttee,,Ifl[jf’f

would" be- 1nterested in how - it 1s flnally resolved Just a}ﬁlﬁfffﬁ

‘”,lphone call or a note would be fine.

TREASURER CRANE - We would be glad to do that ,wV*.“”
ASSEMBLYMAN WATSON Mr. Chalrman——' E 7,. o Y
SENATOR LITTELL ‘~I just want to thank the three‘_
'fgentlemen for taklng the t1me to guide us through this flrst’
fexperlence with short -term notes and f1nanc1ng I thlnk it has
dbeen helpful to us. I appre01ate your careful response ", R
B ASSEMBLYMAN FRELINGHUYSEN: It wasn't too ‘painful, was
R SENATOR LITTELL ‘No, . 1t wasn't too palnful ‘We have
*f,a resolutlon Rather than 3ust taking a volce vote,'we have a B

‘resolutlon which has been_ drafted, whlch I will - aSk*‘theY””'“

‘Secretary ' read “Then we w111 take"aV vote"on"that'v
‘resolution. We' llt have a motion and a second for the

resolutlon before he reads it, please
. : Lo ] .
o
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'fth01nt Budget Overs1ght Commlttee adopted September 11, 1992

: V;_f‘;‘iASSEMBLYMAN FRELINGHUYSEN"’ So moved
YH,A'T'-,YASSEMBLYMAN WATSON Second L
© ASSEMBLYMAN KAMIN: Second.
. «»-».'?SENATOR LITTELL We have a motlon and a second
wfahead and read 1t Al ‘ , . S ,ﬂbf"i,fw - f SRSRTREL R
| S MR KOONEY Chalrman,,thls is - a resolutlon of the@v

WHEREAS, the State Treasurer has transmltted to the}j{tff7éxf

>J01nt Budget Over51ght Commlttee (herelnafter the “Commlttee”).
a Flnance Plan and supportlng materlals for a proposed 1ssuancezv“
of  fiscal year 1993 State short -term notes  for cash flow

'.management purposes pursuant to- sectlon 32 of . P. L. 1992 fc,404;i_jyuii

fthe fiscal year 1993 annual approprlatlons act; and

'WHEREAS, the -Flnance Plan and. supportlng materlals;ffiy_mn

‘1nd1cate that ‘the. flscal year 1993  short-term notes w111 not;'

_constitute -a general obllgatlon of ‘the State or a debt or. a‘n'7

11ab111ty ‘within the meanlng of the State Constltutlon, that5m‘“

such_ short -term notes shall mature and will be paid in: flscal;*:7°'

_year 1993, that the. State Treasurer shall pay any' costs or;j7:f;1£

~ob11gat10ns ‘relating to the issuance of such short ~term noteslff77¥i?

or contracts relatlng thereto,.that short term notes shall: ‘be

issued in such amounts and ‘at such times durlng fiscal year”“ ;

1993 1s the State" Treasurer shall" deem necessary pursuant to

- the Flnance Plan for cash flow management purposes and for. the ,VS 

.payment of related costs, and on  such terms and condltlons,nbﬁf‘”‘*

" sold in such manner and at such prices, bearing interest at
such fixed or variable rate or rates,'renewable at such time or
times, and’~entitled. to such security, -and using such ‘paying
agents as shall be determined by the State Treasurer pursuant
to the Finance Plan; and

WHEREAS, the State Treasurer, with the Committee's =

approval, is :authorlzed- to enter into such contracts and to
take such other actions, all as determined by the State
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‘Treasurer pursuant to the Finance Plan, as- are approprlate tof

vjfurther the above. cash- flow management purposes,‘and

~ WHEREAS, - upon ‘issuance by the State’ Treasurer of such hfl
"fshort term notes, the State Treasurer shall report on each’ such:f
 issuance . to thef Chairman = of  the Senate Budget and .-
'Appropr1ations Committee and - the Chairman of the Assemblyg:

.,Appropr1atlons Committee; and

L WHEREAS the Finance Plan and the supportlng materlalsp}fv
"flsubmltted to the Commlttee on’ September 11, - 1992, ’requestlngf"'
'approval of the 1ssuance of flscal year 1993 State short- term
notes for cash flow management purposes pursuant to section 32-f ,
of P.L.1992, "c.40 1s the basis upon which the Commlttee “is

.evaluatlng the request “now, therefore,

~ BE IT RESOLVED by the Joint Budget Overs1ght Commlttee‘ 5
‘ [;1. The 1ssuance of fiscal year 1993 State short- term'“
‘“'ffgnotes for cash flow management purposes pursuant to the Finance -
~ Plan of. the State Treasurer and the 'supportlng materials
"submltted by the State Treasurer  on September 11, 1992, 5lsf:ﬁt

' h;approved by the Commlttee : o .
B . SENATOR LITTELL:. Would you take a'roll*call; please?
MR. KOONEY: - Assemblyman Watson’ ; L - s
’ ASSEMBLYMAN WATSON Yes. .. - -
‘MR. KOONEY : Assemblyman Kamxn’
:ASSEMBLYMAN KAMIN Yes.f
».MR 'KOONEY: Assemblyman Frellnghuysen°
. ASSEMBLYMAN FRELINGHUYSEN: Yes. |
MR. KOONEY: Senator Littell?.
SENATOR LITTELL: Yes.

‘The resolution'is passed, and you are all set to do

,_whatfyouvneed»to do.

TREASURER CRANE: Thank you, Mr. Chairman. Thank you,

members of the Comm1ttee

. | (MEETING CONCLUDED)
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~ - GoveRnoR .

UM -'F.Lémo,

. ;gHonorable Robert E L1tte11 ' B

©.. Chairman, Senate Budget and Approprlatlons Commlttee =

. 'Honorable Rodney P. .Frelinghuysen - .= - SR
.-~ Chairman, Assembly Approprlatlons Commlttee vﬂ,rfi -

,f.STATE OF NEW JERSEY
n “OFFICE OF THE TREASURER
s ‘CN002 B

TRENToNgiJgt‘ veE - e

- 08625-0002 . 7. e ol 0 SAMUEL CRANE

BRI U P o : o :“STATETREASURER_:

. September 11, 1992 =

'~ state House

rig7Trenton, NJ 08625

'“{;aDear Chalrmen L1tte11 and Frellnghuysen':".

j,'eeek your approval ‘of a proposed 1ssuance of $l 6 . bllllonﬁ
~ordn o "short-term . notes,,s as . -requ1red by - the - FY 93,
’”]Approprlatlons Act (General prov151ons, paragraph 32) o

We are comlng before the: Commlttee thlS afternoon to_

We have been adv1sed by the Attorney General that wef,ﬁﬁ7-~f"

: ;are not legally required to obtain your approval and we. dot*]ffff”f”‘
?mjnot wa1ve any of our. legal arguments by d01ng so.g; '

However, 'ﬁé- havé ' chosen . fo. seek the Committee s

_approval in a spirit of cooperation and in an effort to

avoid - any cloud over  the marketab111ty of these notes,

which are of cr1t1cal 1mportance o] the f1nanc1a1 stabllltyoo

"of the State

State TreasurerV”

hh

- New Jersey Is An Equal Oppoﬁunity'Employer



STATE OF NEW JERSEY |
'TAX AND REVENUE ANTICIPATION NOTES |
SERIES FISCAL YEAR 1993 '
~ _FINANCEPLAN -

The Treasurer hereby submits his plan to issue Tax and Revenue Anticipation Notes
~ (TRAN?s),during Fiscal Year 1993, to be used to provide effective cash flow management for
- revenues and expenditures of the General Fund and Property Tax Relief Fund dunng the States -
‘Fiscal Year 1993 and to pay the costs of issuance. S y

It has been demonstrated that the State can realize lower interest costs by 1ssumg TRAN's.
The Treasurer would be authorized to select the type (mode) of the TRAN's, the timing of the "
sale, maturity date, sizing, and enter into any derivative agreement which would benefit the State.
The TRAN's will be sold ona negotxated basis. S :

The following pages set forth (1) the general structure of TRAN's as used by the State
during Fiscal Year 1992, (ii) the need for a TRAN's program due to the timing of revenues and
disbursements, and (iii) the objectives and proposed strategy of the State for the issuance of
TRAN's during Fiscal Year 1993

FISCAL YEAR 1992 TAX AND REVENUE ANTICIPATION NOTES

The State issued two types of TRAN's during Fiscal Year 1992. The first was a fixed rate
note and the other was in the variable mode. For the fixed rate portion the State issued $1.2
~ billion on July 5, 1991 at a coupon of 5.00% at a premium for a yield of 4.60% with a maturity
_date of June 15, 1992 during which the rate remains constant. The State also issued two series of

variable rate TRAN's. One in the amount of $400 million on August 13, 1991 and the second in

the amount of $200 million on December 11, 1991.  Similar to the fixed rate, the variable rate had =~

a stated maturity of June 15, 1992; however, the interest rate on the variable portions was
- repriced on a daily basis. The interest rate on the variable rate ranged from a high of 6.30%
(12/27/91) to a low of 0.90% (1/13/92). The State also had the option on the variable portion to
have the repricing occur on a weekly, monthly or quarterly period or to fix the rate to the stated
maturity. Due to the uncertainty of interest rates during August 1991, the State entered into an -
~ interest rate cap for the $400 million TRAN's issued in August. The State paid an upfront fee to
purchase protection that the interest rate on the $400 million variable rate TRAN's would not -
‘exceed 4.60% over the life of the Notes. Tab B shows the rates paid by the State on the fixed
: rate notes (Series A) and vanable rate notes (Senes B,C.D & E) ona daily basxs .

Short term rates dnﬁed to hrstoncal lows during Fiscal Year 1992. The variable rate
" notes issued by the State on August 13, 1991 had an average interest rate of 3.18% and the
variable rate notes issued December 11, 1991 had an average interest rate of 2.80%. In contrast
‘the Cash Management rates for the same periods were 5.23% and 4.82%, respectively. The fixed
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' rate notes had a coupon of 5 OO%, while the Cash Management rate’ for the same penod was - S
©5.33%. :

_' _REASONS FOR TAX AND REVENUE ANTICIPATION NOTES

T TRAN's are nssued due to deficits caused by the. tumng of recerpts and expendltures inthe s
: General Fund and Property Tax Relief Fund. In contrast to an accounting surplus; a cash flow
‘surplus or deficit is determined. by the actual moneys received and expended during a certain -
~ period. During the first six months of Fiscal Year 1992, State receipts totaled $9.7 billion while -

- disbursements during the same period were $12.0 billion for a cash deficit of $2.3-billion; offset by
' a beginning cash balance of $.9 billion for a total cash deficit of $1.4 billion.(See Tab E). ~ In s
- . contrast, during the last six- “months of Fiscal Year 1992 (January June 1992) receipts totaled'
~:$12.1 billion while disbursements were only $10.0 bllhon for a cash surplus of $2.1 billion.  The
- State issued $1.8 blllron of TRAN's dunng the ﬁrst six months of Fiscal Year 1992 whrch matured »

_on June 15, 1992. | | , |

The State's cash ﬂow posmon 1mproves shghtly dunng Fiscal Year 1993 due to several, O

A measures taken by the Legislature at the end of Fiscal Year 1992. Due to, among other actions, B

. the pension payment timing and reevaluation, the need for a TRAN's sale can be delayed untnl late -
' September. Between October and March; it is expected that the State will need to issue $1. 6

billion TRAN's to fund cash flow deficits. The TRAN's can be issued as one or several issues

using a fixed rate or vanable rate mode or combination of both

| PROPOSED FISCAL YEAR 1993 STRUCTURE

The Treasurer wﬂl 1ssue up to $1. 6 bllhon of TRAN‘s durmg Ftscal Year 1993." Based o

~upon market conditions at the time of sale the Treasurer will determine the amount to be issued,

the mode of the financing, the matunty of the TRAN's and the use of any denvatxve product if
beneﬁcral to the State. : _ : ;

- Based On market conditions as of September 1, 1992, the State would have issued $1.2

billion during September 1992, $600 million in the fixed rate mode with a maturity of June 15,
1993 and $600 million would be issued in a variable rate mode. For the variable rate portion the
‘State will enter into an interest rate swap, which is a "derivative product" developed in the fixed
- income markets to provide issuers with opportunities to lock in current costs and protect against .

interest rate fluctuations. This proposed structure would allow the State to issue TRAN's to the
widest spectrum of investors while reducing the State's exposure to a rise in interest rates.

Ix
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Weekly Cash Low Point $4355 -

($415.3)

(31’117._.:))

($1,181.2)

$1905

$386.7

Beginnisg Balance $636.5 $1,2339  $1,2022 $837.1 $274.7 ($113.9) ($761.7) (3602.9) . ($802.1) ($1,013.4) $858.7 $767.5
‘| RECEIPTS: . C . : ) o . ) S
Sales Tax - ) 3718 3217 300.0 3050 286.¢ 2010 3488 2623, . 2584 2080 207.0 . 3030 3,647.0
‘Gross Income Tax C 1529 3242 424, 2580 2300 - 3700 5800 3280 2700 - 6030 358.0 3240 42500
Corporation Taxes ] 18.9 195 1528 409 177 1479 364 59 61.7 2789 347 163.7 9850
Miscellaneous Taxes ) 161.6 1187 1574 1425 1327 134.2 1645 © 1931 2246 1637 156.9 188.1 10380
Casino Revenue ’ .. 382 286 257 . 235 238 205 2206 . 234 238 251 ‘210 252 307.4
Federal . - 3708 306.0 397.3 408.3 4023 4245 4112 ‘4107 - . a9 4102 4214 4244 48868
Insurance - FAIR Act 212 213 10.2 2186 18.0 202 228 215 © 242 253 252 252 - 2857
Interfund Transfers . 0.0 00 00 1534 110 00 00 00 00 0.0 00 0.0 164.4
Lottery Revenue . - 494 448 478 6.8 48.9 418 492 . 55.7 422° 4986 . 638 04 609 4
Medicaid - Federal Initiative o 320 320 320 ‘320 320 320 320 --320 320 320 320 1180 4700
"| “"Medicaid - Uncompensated Care. "~~~ -39~ .-~ 00 1082 G- x5 IR % B §3.1- 5314-—— - 634~ - 531 - 531~ -534- - 531 ---618.0 |
NJ Transp. Trust Fund--Const. 3 450 00 450 45.0 450 1450 450 450 - 45.0 450 “450 450 495.0
Patient - County Recovery ) 00 00 00 133 45.2 158.5 00 00 - - 00 09 00 18.0 2350
Pension Refinancing ’ T4 .00 00 - 00 00 00 00 - 00 ‘0.0 00 00 00 7734
Utility Taxes 00 80 00 00 160" 00 00 00 04 1,561.4 00 175-. . 16033
* Short Term Note Proceeds 00 00 0.0 . 00 ‘00 00 . 00 00 .00 - 00 00 00 ) 00
State Department Fees o : .23 274 273 273 27.4 2715 274 274 273 273 213 213 3282
All Other State Receipts - : - . . 1190 .. 110 32. 262 - 606 Nz . 2586 . 508 316 262 - 588 A3 607.8
Total Receipts : $2,2132 $1,4502 - $1,766.9 $1,6149 ~ $1,4497 $1,8069  $1,8285 $1,508.7 : - $1,521.2 $3,5068  $1,600.2 $1,8162 $22,182.4
'DISBURSEMENTS: ]
AFDC, SS|, & Gen. Assist. . $67.8 $67.8 $67.8 . $67.8 $67.8 $67.8 $67.8 $67.8 $67.8 $67.8 $67.7 $67.7 $813 4
Corrections: Grants in Aid 6.1 6.1 61 6.1 6.1 - 6.1 6.1 6.1 8.1 6.1 62 6.2 734
Debt Service . : 368.7 839 358 625 223 40.7 54.1 473 241 1048 331 395 5848
DS: S/T Notes Interest Pmts . 0.0 00 - 00 0.0 00 00 0.0 0.0 00 0.0 - 00 00 00
DS: SIT Notes Set Aside 00 00 00 ©.00 0.0 00 0.0 0.0 00 0.0 .00 0.0 00
Education 304 451 461.2 4711 468.9 4735 4724 476.3 4709 ane 470.7 475.1 47872
Gross State Payroll. - ) . 358.1 2054 - 280.8 2503 248.1 285.7 2153 2410 . 2585 2425 2411 2409 32177
Services & Supplies 64.1 69.1 68.6 56.3 56.3 .66.6 56.2 61.9 55.7 56.3 54.8 718 7435
Higher Education . . 885 66.7 1141 . 649 771 649 798 1000 74 838 607 825 848.9
Homestead Rebate * ° : : : 0.0 00 © .00 2420 168 ©29:3 19 00 00 0.0- 00 00 3000
Insurance - FAIR Act . © 187 197 200 - 198 - 181 L 144 19.4 194 18.0 231, 231 230 2387
Medicaid o 335.2 280.5 2634 12634 263.4 2634 2634 2634 - 2634 2635 2835 2835 32500
Medicaid - Uncompensated Care . 629 629 .829 829 629 . 628 629 629 629 829 629 629 7548
Municipal State Aid - - L 1312 638 106.1 209.3 - 442 2170 00 0.0 00 ..00 ~. 00 00 786
New Jersey Transit ) : © 420 210 o209 209 209 209 209 209 00 209. 209 2090 2511
Transportation . S 1110 1089 98.9 1133 108.4 126.0 ‘1183 167 1134 1170 1333 1258 ¢ 13010 |
Patient - County Costs - 0.0 00 170 16.2 41.2 1489 00 0.0 0.0 00 00 - 00 12233
Patient-State County Facility 68 68 68 638 68 68 68 68 69 69 69" -89 820
Pension Appropriations - 51 13.1 142 54 108 54 54 54 56 586 - 56 508.9 590.5
Pharmaceutical & Medical - - 1441 140 14.1 140 14.1 140 141 140 144 141 141 141 .168.8
Public Utility 1148 20 2372 147 6.5 3136 0.0 00 . 0.0 00 00 00 688.8
Unemploy. Comp. Fund Repayment . 0.0 00 38.0 0.0 - 00 00 00 00 - 00 00 - 0.0 0.0 380
All Other Disbursements - . . ’ 1223 2641 198.1 209.6 27176 - 2268 2249 - 1880 - 1880 ... . 198.0 .. 1980 2013 . 25187
Total Disbursements - '$1,6158 © $1,4000 . $21320 . $21773  $1,8383 $2,4547 . $1,750.7 $1,707.9 ~ $1,6425 $1,7247° $1,671.4 $2,2170 $22,4322
Ending Balance . $1,233.9 $1,202.2 $837.1 $274.7 ($1139) " ($761.7) (8692 9) (3892.1)  ($1,013.4) $858.7 87875 $386.7
Monthly Cash Flow $597.4 ($31.7) (8365.1) ($562.4) ($388.6) (8647.8) - 3688 - (5199.2) ' ($121.3) $1.8721 ($71.2) ($400:8)
Cumulative Cash Flow . $597:4 $565.7 $200.6 ($361.8) (8750.9) ($1,398.2) - ($1.320.4) (51,528 6) - ($1,6409) - $2222. ¢ $1510 - ($249.8)
$968.8 $482.1 $84.2- ($1,215.5) . .($1,3786) - $447.0



Sept-

(3 Bal

RECEIPTS:

Sales Tax

Gross Income Tax
Corporation Taxes
Corporation-Banks

Cigarette Tax

Transfer Inheritance Tax
Other Taxes

Alcoholic Bev. Excise

Casino License Fees

Casino Revenue

Federal AFDC

Federal All Other

Federal Education

Fedenal Labor

Federal Other Hum. Serv.
Insurancé Premium

Insurance - FAIR Act
Interfund Transfers-Bond Funds
Interfund Tms Unem. Aux
Judiciary Court Fees

Lottery Admin--Interfund Tms
Lottery Revenue

Medicaid - Federal

Medicaid - Fedenal Initiative
Medicaid - Uncompensated Care
Motor Fuels

Motor Vehicle Fees

Municpal Purpose Asst. Fd.
NJ Transportation--Federal

NJ Transp. Trust Fund—Const.
NJ Transp. Trust Fund--Toll Roads
Patient - Cost Recovery
Paticit - County Recovery
Pension Administration
Pension Refinancing

Pension & Fringe Recoverics
Petroleum Gross Receipts
Public Utility Excise

Public Utility Franchise
Second Injury Fund

Shont Term Note Proceeds
State Dept. Fees--Bank & Ins
State Dept. Fees—Com Affairs
State Dept. Fees-DEPE

State Dept. Fees-L&PS

State Dept. Fees—Other
Unclaimed Piop~Interfund Tms
All Other State Receipts

- Total Receipts

ns
1529

334
N6
00
359
450
02
41
00
29
17134
138
190
0.0
00
058
00
22
34
88
39
54
00
97.5
$2,2132
$2,2132

$1,2339

71
3242
195
05
19.5

20
0.0
358
275
00

o452

00
02
42
00
29
0.0
138
134
00
80
350
0.0
22
34
88
39
sS4
00
549
$1,459.2
$1,459.2

" si2022

300.0
4240
1528

144

4430

$1,7669

00
00
05

00

22

134

817

39

- 54
450

46
$1,6149

27

2860

2300

REA

04 .

180
160
17
137
48

190 -

37
68.0
50.7
pi%
50.1
14
180
00
[1E]
36
00
489

- 1366 -

320
531
376
203
- 00
397
45.0
02
-4l
452
29
- 00
138

16,
00

160
350
0.0
23
34
88
39
34
00

- 46
'$1,449.7

si39)”

2910
<3190
C 1419

106

261

31

103
©ool
48
157

337

680

30.7

233

50.1

03
202
© 00

00

37

© 00

418

1366

320

531

s1N

72

00 -

619
4350
5.7
42

© 1585 -

29
00
138
ité
00
00

05

00
23
34
88
39
54
00
46

$1,806.9

a%61.7)

3488

5899
4
87
226
176
126
9.7

384
256
00
486
430
02
42
00
29
00
138
192
00
00
00
700
23
34
88
39
5.4
.00
43
51,8285

66929)  (8921)

623 . 2584

3180 M0
89 611
o) as)
. 220 19
. 163 170
204 148
Y 10.4
a8 . 48
186. 190
07 n7
80 680
507 0.7
ns ns
“50.1 502
619 842
s u2
00 00
.00 00
37 36
00 00
557 a2
1366 1366
310 320
531 31
342 13
a8 381
00 00
a4l 92
450 450
02 .81
42 4
00 00
29 29
.00 00
ns 139
a7 123
00 . 04
00 00
250 05
L0000
23 23
34 33
87 88
39 39
.34 54
00 00
45 4

S‘I.SOO.‘I s1502

($1,013.4)

2960
6030

. 2789

250

Sz
140

03
0:0

23

33
88

38
54
00
.as
$3,596.8

$1,6002

26

140
252
00
00
S 37
- 00
. 638
1365
N0
331
358
267
00
587
430
02
42
00
30
0.0
139
152
00

- 30
00

33
817
38
35
00
43

236

4.1
252
00
00
37
44
450
1364
180
53l
362
309
00
68
450
- 38
‘41
180
30
00
139
103
00
173
30
00
23
33
87
38
33
00
45
318162

36470
4250
- 9850
370
2680
2200
1610




X9

AFDC Ssl, &.Gen Imut

$9688 - 34821

$M2

Busthess Personal Prop. X - 00
Corrections: Grants in Aid 6.1 6.1 6.1 - 61
Domestic Insurance 00 18 00 00
DS: C.O.P. Lease Payments 00 00 0.0 00
DS: Genenal Obligation Bonds 310 66.4 n1 511
DS: Qualified Bonds (Municipalities) 57 175 3 48.
DS: S/T Notes Intesest Pmts 00 0.0 0.0 00
- DS: S/T Notes Set Aside 00 00 - 00 00
- ‘Education: Federal Sousce 40 202 - 507 507
Education: FICA - 237 163 203 39
Education: Qualified Bonds 27 86 © 43 06
Education: School State Aid 00 0.0 3859 3859
Gross State Payroll - -2830 - 205.1 2148 1876.
_Health, Dental, &Dmig_ .~~~ - a9 419 . a9 . 03
| Highier Ed: County Colleges - 64 65 64 63 -
Higher Ed: Grants in Aid . 84 64 447 96
Higher Ed: NJIT 32 32 31 32
Higher Ed: Rutgers BYA 20.7 150 15.7
" Higher Ed: Tuition Stabilization - " 00 0.0 150 00
Higher Ed: State Colleges 190 16.6 16:6 166
" Higher Ed: UMDNI 144 133 133 133
Homestead Rebate - 00 0.0 .00 2420
In Licu of Taxes - 68 00 - 0b - 00
‘| Insurance - FAIR Act 187 19.7 200 198
' Lifeline 00 0.0 0.0 83
1 Maint. Improve. & Equip 82 82 82 82. [ : )
Materials & Supplies 186 186 186 147 147 ’ 146 146
Medicaid ) 3352 2803 2634 263.4 2634 2634 2634 ¢
Medicaid - Unoompenuled Care - 629 629 629 629 629 629 . 629
Municipal Aid 00 00 0.0 403 . 00 -~ | 00 00
Municipal Aid-Densely Populated 330 00 00 - 00 © 00 00 00 -
Municipal Puspose 149 02 0.0 147 00 .00 00
Municipal Revitalization: 470 329 8s.) 00 00 00 - . 00
Municipal Safe & Clean 00 00 00 1250 00 | 00 : 00
Municipal Supplemental 00 00 100 1330 00. -, 170 R
‘Municipal Supp. - Safe & Fire 00 0.0 S nue Hno 1no -~ - 100 00
New Jersey Transit Q0. 100 . 209 209 : 09 - 09 . 209
| NJ Transportation-Federal 359 - 452 347 ik 397 . . 619 486
" | NI Transp. Trust Fund-Approp. 393 22 233 C87 0 18 . 232 288
NlTnnsp “Trust Fund- Coml 358 40.5 409 . 409 ©.409- - 409 .- 09
‘Non Personnel Services 242 242 242 0322037 - 2203 <203
Othet Federally Funded 827 827 - 823 827 18T IR 7 ¥ A 827
Patient - County Costs (1] 00 - 170 162 W2 . 1489 . - 00
Patient-State County Facility 68 68 .. 68 . 68 T 68 - 68 .. 68 -
Pension Appropriations 00 - 82 88 00 sS4 700 00
Pension Approp - Alt Benefits X S A 54 - 54 sS4 . .. %4 sS4
Pharmaceutical & Medical 141 140 . 140 140 [Lh] 40 .4l
Propeity Rentals 131 1By 176 131 143 249 0 48
Pubtic Utility Franchise 999 18 272 00 o 68 CL336 L 000
‘Second Injury Fund - 63 64 64 96 64 . 7 HA T 96
Social Security m Q24 81 194, 94 194 - 194
Unemploy. Comp. Fund Ilepcymem 00 00 . . 380 00 00 00 200
Veterans & Senior Citz. . - - 00 03 . . 00 ... 00 .7 594 L0000
All Other Disbursements 2.5 TI5L9 - 1090 - 1090 - 1090 1090 1090 -
Total Disbursements Sl 6158 31,4909 . $2,1320 $2,1773 $1.8383 - $2,4547 . 81,7597,
ing Balance - sl 2339 81,2022 - $837.1 . 82747 U (SM39) s (ST6LT) < (3692.9)
Monthly Cash Flow $3974 $3L7) - ($3651) ($362.4) . - ($3886) . (S6478) - 3688
. Cumulative Cash Flow * ' $597.4 $565.7 - $200.6. - (8361 B)‘ (8750.4) = . (51,3982)  (51,329.4)
Weekly Cash Low Point $4355 (§415 3) (81 117 5) ( 1,181.2

00 .

.00
1089
$1,079

To(s8921)

($199.2).
($1,528.6) -

51,2155

00
.. 69

00 -
56
14
BRI

. 00

64

19.4:

00

00.

S 1089 -
16028 _
S1L0134)
¢1213) -

- ($1,649.9)

31,378 _) ;wosv'

1166

T 1089
$1,724.7
$858.7

089

l089

“his3

N4
218

LOSLSTLA. | s22170
. $TB1S $386.7
LS L (84008)
CUSISG L (52498)
54410

$388.7
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Ll

Begimhing Balance

" :Weekly Cash Low Point

“$2137

$1,781.3

$1,1620

$348.3

$638.5 $1,2339 $837.1 . $18747 $24405 - $1,1020
RECEIPTS: o S S Co . g . B o T R
Sales Tax nas 327.7 . . 3000 3050 . 2860 12010 3488 2623 258.4 2060 . 2070 ~..-.3030 . 36470
Gross income Tax 1529 3242 4240 .-258.0 -.2300 - 3790 580.9 - 3280 2100 © 6030 358.0 - 340 4,2500
| Corporation Taxes 18.9 195 1528 409 177 14790 364 - 59 61.7 27890 CouT 163.7 - 9850 |
" Miscellaneous Taxes 1616 187 157.4 14256 1327 1342 1645 193.1 2246 163.7 156.9 188.1 1,938.0
Casino Revenue 382 ‘28.6 257 - 25 28 "20. 226 234 28 251 ‘210 © 282 . f
Federal - 3706 1396.0 397.3 408.3. © 4023 - - 412 4107 4119 1410.2 44 4244
Insurance - FAIR Act . 212 213 19.2 216 1180 228 215 242 253, 252 262
Intertund Transters 00 00 0.0 153.4 1.0 . 00 0.0 00 0.0 00 0.0
| Lottery Revenue 494 448 T 4718 668 489 -49.2 5§57 422 -49.6 638 404
Medicaid - Fedetal Initiative -320 320 320 . 320 ‘320 320 320 320 320 320 1180
Medicaid - Uncompensated Care 319 00 '108.2 531 531 531 53.1 531 _ 531 531 53.1
NJ Transp. Trust Fund--Const. 450 0.0 450 .45.0 450 | 450 450 450 450 450 45.0
Patient - County Recovery - 00 0.0 00 133 452 . 00 00 00 .00 . 00 18.0
Pension Refinancing 7734 00 - 00 .00 - 00 00 - © 00 ;00 00 00 £ 00 -
Utility Taxes 00 80 00 - 00 L7180 00 - . 00 04 1,561.4 100 175.
 Short Term Note Proceeds 00 0.0 00 16000 .00 . 0.0 00 00 00 00 .7 - 00 . 00
State Department Fees a3 274 273 273 2140 218 274 274 213 T3 213 .213
All Other State Receipts 1190 111.0 32. : 262 606 . - R 1R 256 - 506 316 282 -58.8 343
" Total Receipts - $2,2132 $1,450.2  $1,766. $3,214. 9 Sl 4497 E 51 806 9 Sl 828.5 $1,508.7. Sl 521.2 $3,506.8 81 OWZ SI 816. 2
“DISBURSEMENTS, i - . e » § . .
AFDC, SSI, 8 Gen. Assist. - $67.8 5678 -$67.8 $67.8 3078 $67.8 3678 $67.8 $67.8 $67.8 $67.7. $67.7 .
Coriections: Grants in Aid 6.1 _'61 © 81 % -8 - 81 61 .. 6.1 61 e .82 62
Debt Service - 367 839 358 625 223 407 541 - 471.3 241 1048 : :331 395
DS: SIT Notes Interést Pints - 00 00 0.0 .. 00 : 15 16 C16 BER 16 . K 163 129
0s: ST NototSctAudo 00 0.0 0.0 ‘00 . " 00: 00 00 . 00 0.0 007 1,200.0 400.0
Education- 304 45.1 4612 4711 468.9 4735 472.4 4763 4709 4716 . - 4707 475.1
Gioss State Payroll - 358.1 205.4 2808 2503 - . 2481 285.7 2753 2410 2585 2425 - 24111 24090
Services & Supplies 641 69.1 686 . 563 56.3 - 66.6 568.2 81.9 '55.7 56.3 546 e
Higher Education 885 8.7 141 649 RZA] 840 708 - 1000 AN a6 - 60.7 825
Homestead Rebate .00 - 00 .00 2420 - 168 203 19 00 - 00 7500 - 000 0.0
thsurance - FAIR Act 187 - 197 - 200 198 - - 181 © 144 10.4 19.4 " 180 231 2231 -230
Medicaid : : 335.2 280.5 263 4 © 2634 2634, 2634 T 2634 263.4 2634 ‘2635 2635 2835
Medicaid - Uncompensated Care 629 629 629 . 0629 629 1629 T 6829 .. 629 629 629 - 629 629
‘Municipal State Aid 131.2 638 1061 1208.3 © 442 2170 * 0.0, 00 00 - 00 00 0.0
_ New Jersey Trarisit 420 210 208 200 209 209 200 209 00 200 209 200
Transportation 110 108.9 - 989 ‘1133 0 1084 126.0 ‘118.3 116.7 .- 1134 117.0 1333 - 1258
Patient - County Costs - 00 00 170 . 182 - - 412 - ~148.9 0.0 -00 ©.00 0.0 © 00 00 2233 |
Patient-State County Facility 68 6.8 ‘6.8 6.8 68 68 68 . 68 6.9 69 69 69 . 820
Pension Appropriations. 51 131 142 . 54 .+.108 - 54 - 54 5.4 ‘56 56 56 -508.9 580.5
Pharmaceutical & Medical 141 140 141 <140 - 1417 .140 141 140 141 141 141 T4 168.8
Public Utility 1148 20 2372 o147 - 85 13136 00 00 0.0 00 00 00 688.8
Unemploy. Comp. Fund Repaymem 0.0 - 00 380 00 . 00 .. 00 - 00 .. -0.0 - 00 00 - 00 0.0 380
All Other Disbursements. . 1223 2641 1981 - 209.6 - 277 (] 226 8 . 2249 1680 188.0 -168.0 © 1980 2013 25167
Total Disbursements . $1,6158 81 490.9 $2,1320 . $2177.3. - $1,8398. $2,456.3 $1,7613 $1,700.3 .51 644.1 © $1,726.2 . $2,887.7 $26209 = 5240706
Ending Balance $1,2339 51.202.2 ) _»16371 $1.874.7 $1,4846 .- $835.2 . $9024 $7018  §5789 $2,4495 - 51,162.0 $3483
" Monthly Cash Flow $507.4 ($31.7). ' (5365.1) - $1,037.6  (§380.1) . - ($649.4) ' /$67.2 . (§200.6) - ($122.9) $1,8706. . ($1,287:5) ($8137)
Cumulative Cash Flow $597.4 $565.7 $2006 $1,2382 . $848.1 . $198.7 - $2659° .$65.3 (857.6) $18130 ° '$5255 - ($288.2) .-
$4355 $968.8 $482.1 $1,684.2 ~ $1,1832 : 5479 4 $414.1 $378.4
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x

Sept:

..Fedenl AFDC. .~

RECEIPTS:

. Sales Tax

‘Gross Income Tax
Corporation Taxes
Corporation-Banks
Cigarette Tax
Transfer Inheritance Tax
Other Taxes
Alcoholic Bev. Excise
Casino License Fees
Casino Revenue
Federal All Other
Federal Education
Federal Labor

- Federal Other Hum. Serv.

Insurance Premium

Insurance - FAIR Act

Interfund Transfers-Bond Funds
Intesfund Tms Unem. Aux
Judiciary Court Fees

- Lottery Admin-Interfund Tins - -

Lottery Revenue
Medicaid - Federal
“‘Medicaid - Federal Initiative
Medicaid - Uncompensated Care
Motor Fuels ’
Motor Vehicle Fees
Municpal Purpose Asst. Fd.
NJ Transportation--Federal
NJ Transp: Trust Fund—Const.
NJ Transp. Trust Fund--Toll Roads
Patient - Cost Recovery
Patient - County Recovery
Pension Administration
Pension Refinancing
Pension & Fringe Recoverics
Petroleum Gross Receipts
Public Utility Excise
Public Utility Franchise
Second Injury Fund
Short Term Note Proceeds
State Dept. Fees--Bank & Ins

_ State Dept. Fees--Com Affairs

State Dept. Fees--DEPE
State Dept. Fees-LAPS

|- State Dept. Fees--Other

Unchiimed Prop-Interfund Tms
All Other State Receipts
Total Receipts .

320
39
334
326
00
359
4350
07
41
00
29
m4
138
190
00
0.0
05
00
22
34
88
39
54
00
975

$2,2132

$1,2339

nn
342
195

0S5
195

192
L3
[ ]
48

238

—— 1 &
680 -

202
235
50.1

213
00
00
37
00

448

1678

320
00

358

275

- 00

452
00

02
42
00
29
00

138

134
00

- 80

350
00
22
34
88
39
354
00

549

$1,459.2

12

$1,202.2

3000
4240
1528

144
21
133
129
152

48

1..209 -

68.0
507

35

50.0
Y
192
00
00
36
00
478"
1366
320
106.2
364
282
00
347
450
.7
42
00
29
00
138
147
00
00
10
00

22

34
88
39
54
00
46
$1,766.9

00
00

0s

1,600.0

212

34

87

39

34

450

46

$3,2149

2860

0o

1"

04

180
160
127
137

48
190

NI

68.0
507
235
501
14
180 -
- 00
no
36
00
489
136 ¢
320
331
316
203
00
39.7
450
02
410
452
.29
00
138
126
00
160
350
00
23
34
88
39
54
0.0
46

$1,4497

2910
3o
1479
106
26.1
161

10.5°

01
48

1.7

1 ¥
680
50.7
233
301

03
202
00
.00
37
00
418

1366

310
331
317
272
00
619
4350
37
AY
1583
29
00
138
1eé

00 -

00

05 -
00

©23
34
88
39
sS4
00
46

$18069

34838
589.9
364
87

226 -

176
126
19.7

48
178

IR % A

680
50.7
235
50.1

S0l
n8
00
0.0
36
0.0
492
136.6
320
531
384
256
00
486
450
02
42
00
29
00
138
192
0.0
0.0
0.0
00
23
34
88
39
54
00
45
$1,828.5

2623 -
.-3180 -

9
©3)
10
16.5°
204

48
186
337

30.7

235

50.1
619
i)
00
00

00
55.7
1366
20
534
342
ns
00
481

450

-02

41

00
29
00
138
147
00
00
250
00
13
34

87"

39
54
00

$1,5087

190

P23
502
842
242
00
.00

© 36
0.0
422
1366
320
3.1
333
381
00
492
450
37
41
00
19
0.0
139
‘118
04
00
05
00
23
33
88
39

© 54
0.0
45
$1,521.2

$STB9. 524495

2960 2970

6030 3580 -
9 M
250 (1549
n2 ns
140 - 196
189 236
07 - 149
48 a7
203 "3
B} v A 3 ¥ }
680 680
50.7 507
N8 16
502 50.2
02 140
253 252
00 00 -
00 . 00
37 37
00 00
g 49:6 . 638
T 1366 - 1368
20 . 320
- 531 53
354 358
- - 26.7
60.0 00
415 5817
450 450
02 02
42 . 42 ¢
00 .00
29 30
00. 00
. 139 139
1720 182
1246 00.
1,3768 .00
05 .30
00 .. -00
23 . 23
337 1)
88 87
38 38
34 : 55
0o 00
45 : 45

$3,5968 - $1,600.2

$1,1620

3030 -
340
1637
89
n2
200
144
0l
47
208

36

8.1
50.7
26
502
%1
252
00
00
37
44
450
1364
1180
Yl
362
209
00
618
50
38
ar
180
730 ¢
00
139
103
00

4s
$1,816.2

36470
© 42500
L9850
©o310
2680
2200
161.0
890
5714
72500

- I6f

8161
5312
2822
6016
‘2150

26574 .

108.4
1.0
439
194

590.0

1,701.1

4700

616.0

4230

3500

600 |-

5150

© 4950
s
00
250 |
350
M4
. 1660
1750 |-
1230
14183
1348
16000
S
w4
1052
%5
650
450
1978
$23,782.4




TAFDC, SSI, & Gen, Assist, -

Buftness Personal Prop. 512 309
Comrections: Grants in' Aid 6.1 6.4
Domestic Insurance . 00 18
DS: C.0.P. Lease Payments 00 00
" DS: Genenal Obligation Bonds 310 66.4
DS: Qualified Bonds(Mnmapdmes) ; 37 175
DS: S/T Notes Interest Pits -+ S00- 0.0
DS: ST Notes Set Aside 00 © 00
Education: Federal Source - 40 202
Education: FICA : 237 -16.3
Education: Quialified Bonds - A 86
Education: School State Anl ' 00 - 00
Gross State Payroll 2831 208.1 -
Health, Dental, & Drug 479 479
Higher Ed: County Colleges .64 6.5
Higher Ed: Grants in Aid -84 © 6.4
Higher Ed: NJIT 32 232
Higher Ed: Ruigers ) 1 207
Higher Ed: Tuition Stabilization 00 L 00
Higher Ed: State.Colleges - 19.0 "~ 16.6
Higher EQ: UMDNJ 144 133
Homestead Rebate 00 00
InLicuof Taxes. 68 00 -
‘Insurance - FAIR Act 187 197
Lifelifie . R 0.0 00
Maint. Improve. &.Eqmp o 8.2 82
Mntenalsa.Supplm : f( - © 186 186
Medicaid 3352 - 2805
.| Medicaid - Uncoriipensated Cue 629 629
| Municipal Aid .00 00 .
Municipal Aid-Densely Populll:d 330 00 -
Municipal Purpose 149 02"
Municipal Revitalization 410 3y
Municipal Safe & Clean - 00 00
Muhicipal Supplemental - 00 00
-Municipal Supp. - Safe & Fwe © 00 00
New Jersey Tmansit . 420 210
NJ Transportation-Federal . - - 7359 452
| NJ Transp. Trust Fund-Approp. 393 232
‘NI Transp. Trust Fund-Const. " 358 405
Non Personinel Services 242 242
Other Federally Funded 827 . 827
Patient - County Costs 00 - <00 .
Patient-State County thly - 68 68
Pension Appropfiations 00 182
Pension Approp - Alt Bencﬁls sk 49
Pharmaceutical & Medical - 141 140
Pioperty Rentals: - - 131 A8 . .
_| Public Utility Franchise 9.9 18 © .00
- Second Injury Fund 63 64 B T IR
* Social Security o 2 Q4 194 5
‘Unemploy. Coriip. Fund chaymenl . --00 00 <00
Veterans & Seniof Citz. L. 00 03 . ©00 -
All Othet Disbwsemerits -~ - - 28 1519- R 090 }
* Total Disbursements - * - © 81,6158 51,4909, $2,1320 o S),l17,3' SLI613 . ’il 162
EndmaBahnu o Sl.23§.9 SO 81,2022 L S8 - . 818747 . 5902.4 287018 $2,449. 3.
Monthly Cash Flow . 85994 0 (S3LT) . (83651) . 81,0376 - (5619.4) $672 - T (5200.6) $1,8706 .
| Cumiulaive CashFlow. " » 0 T L0 0 35974 $565.7 - $603.7 SRR 1 11 % e L3338 $5466 . $2,0843
W:eldx Cash Low Pom TR ) L 34355 - . : B4 = _$1,781.3




Interest Rate Management: A Description of Options |

L Interest Ratg Cap

An interest rate cap is a contract between an Issuer or borrower (herein, the "Issuer")
and Lehman Brothers, in which Lehman Brothers would protect the Issuer from rising
variable interest rates above a vcertam level. An interest rate cap agreement operates
in a simple fashion: if the average of a weekly variable rate index (such as the J.J.’
-Kenny Weekly Index) for the quarter rises above an agreed upon capped level (e.g.,
6.00%), Lehman Brothers will pay the Issuer the difference between the average '
variable rate index and the capped rate on the notional pnncxpal amount whichis - .
subject to the cap. A one-tune fee for establxshmg the cap is payable to Lehman -
Brothers upon executton of theI agreement : S

_"An interest rate cap w1th up to a ftve year term is partrcularly attracnve for several s
reasons: o [

1) The Issuer beneflts fully if vanable interest rate falls. ‘;

2) " The Issuer is fully protected from an unexpected varlable 1nterest rate
o 1ncrease above the cap level ' : : -

3) . The Issuer retains maximum ﬂextbthty Early termmatxon of cap can be
- accomplished easily and at a net payment to the Issuer. With both the
_-collar and interest rate swap alternatives discussed below, if early =
. termination is required and interest rates have fallen. below today s levels,
the termination wm be at a cost to the Issuer. :

Provided below are upfront fees for one to five year caps at various levels of Kenny
These and other indicative market levels shown here in are as of January 8, 1992 and
are subject to change. The dollar amount is equal to the prmcxpal amount covered

- times the apphcable percentage. -

714



- rates fall significantly and/or if the cap is'sold at or near term) or more likely can be

’ ’_. termmate and m the 1nter1m, prowde mterest rate protectton. e

The cap upfront fee is based upon the term of the cap and the Kenny cap level The
longer the term the more costly the cap. The higher the cap level, relative to .
current market levels, the lower the upfront fee. Current market condltlons permn

’Lehman Brothers to offer extremely attractxve Kenny caps.

: -The mterest rate cap agreement between Lehman Brothers and the Issuer isa slmple g
- document which summarizes the economic terms of the transaction. Since the cap -

does not involve an extension of credit by Lehman Brothers to the Issuer, there are .

no covenants to be negotlated We can execute the cap in minutes over the =

g ;telephone with an agreement: ‘which confirms the economic terms sent by fax. ‘I‘he

agreement allows the Issuer to terminate or sell the cap prior to term.. The . =

termination of the cap can, at a minimum, have no value to the issuer (if interest

~sold at.a posmve value. Importantly, the cap will allow an Issuer the flexrbxhty to

Cap payments are calculated m the followmg way

s Quarterly, Lehman Brothers, as calculatton agent w111 compute the
average weekly Kenny rate for the period covered. If the average of
weekly Kenny rates for the quarterly period are less than the cap rate, no

. payments are made to the Issuer. If the average weekly Kenny rate for -
‘the quarterly period is greater than the cap rate, Lehman Brothers will
_pay the difference between the average weekly Kenny rate for the L

= quarterly perxod and the cap rate. : _

« “Each quarterly calculatton penod w111 commence and termmate to.

: - coincide with the interest payments dates on the Issuer's outstanding
variable rate bonds. This will allow for an exact match of the calculation °
of Kenny for purposes of the cap agreement, with the quarterly payment.
of the average weekly rates for the Issuer's variable rate bonds and, if
payments are made, provide the means of makmg payments to the Issuer :
‘exactly when requtred by the Issuer to meet its 1nterest payment '
requxrements. . BEIREIC A v

While not specifically dlscussed below the calculatlons to. determme whether
payments are due for a collar are the same as those outlined for the cap.

ﬁ Imgr&s_t &.‘ te C Q’v mb

" Interest rate caps for a term of flve years are more costly than a cap foraoneor. .-
two year term. For example, a Kenny cap at 6.00% would be pnced at the followmg




'\AA Aooug. ASTESOY ‘. - -

- -Lehman Brothers of an mterest rate f'loor kae a cap, an mteresr rate 1l0or-is a.

~ contract between Lehman Brothers and- Kenny. : The floor agreement provides that if

- the average weekly Kenny rates for the quarterly period fall below an agreed upon
.. Kenny floor level, the Issuer w111 pay Lehman Brothers the difference between the
. Kenny rate and the floor rate on the notional principal amount which is subject to .
- the floor. The fee for estabhshlng the ﬂoor 1s pald by Lehman Brothers upon - ’
‘ .executlon of the agreement. PR R

. The 51multaneous purchase by the Issuer of a cap and its sale of a floor creates an

_interest rate management technique known as an "interest rate collar". ‘If a collar is
- -structured so that no upfront fee is required, a "costless" collar is created. By using

- ..a collar, the Issuer's floating rate obligations would move in a range, never rising
e above the cap rate and never fallmg below the floor stnke rate.

A "costless" COllar has the followmg featureS' -
o } . o 'No requxred upfront fee. : _’ 7

o : :1 - fAblhty to termtnatel the collar pnor to term, but ata cost 1f interest
D v.rates decline as explamed above :

e The collar creates a predxctable interest rate range for the Issuer
S e However, the range may expose the Issuer to more nsk than upside gam
: Indié:ative.'levels for sey"eral '.'c‘ostless" couars are provided below.

oss% | 30% | 2yers
% | osam | 3yes

III m st Rate Swgip‘- ‘

" An Issuer could convert its exposure to tax—-exempt vanable rate debt toa fixed rate
. through the use of an tnterest rate -swap. : .

L '»A swap 1s a contractural exchange of interest payments computed by multiplying
interest rates times the principal amount covered by the swap. Only the computed

interest payments, not the principal amount, are exchanged. A swap can cover all or '

-a portion of the principal amount of -a bond issue and can last up to 10 years. Swaps
- are used to create "synthetlc" fixed rate or floating rate liabilities. The diagrams

 below compare the issuance of regular fixed rate bonds with creating a synthetxc

flxed rate by usmg a ﬂoatmg to flxed mterest rate swap

o sax

O, .

e



 Bondholders

. In the regular fxxed rate example, the Issuer issues fxxed rate bonds and
pays a fixed rate to bondholders

« Inthe syntheuc flxed rate example, the Issuer issues floating rate bonds
- and pays floating rate debt service to the bondholders. The Issuer also

enters into a swap with a swap counterparty such as Lehman Brothers. In -
the swap the Issuer receives floating rate payments and pays fixed rate
payments based on a predetermined fixed rate. The floating rate ’
payments received by the Issuer in the swap should closely match its
floating rate payments to bondholders. The Issuer's net cashflow is
therefore the flxed rate swap payment.

Issuer’'s can also use swaps to hedge existing variable rate debt. The example below
illustrates the swap mechanics for a 2 year swap relating to $50 million of
outstanding variable rate bonds.

1. - the Issuer has $50 million of outstanding variable rate bonds;

2. the Issuer enters into a Swap Agreement with a Counterparty such as
Lehman Brothers;

3.  every month, the Counterparty pays to the Issuer the average of Kenny for
that period times $50 million. This will closely match the amount that the
Issuer must pay to the holders of the variable rate bonds;

4. every six months, the Issuer pays to the Counterparty 4.00%, calculated on
a 30/360 day basis, times $50 million for the monthly period. The all-in
cost established through the use of the Swap equals 4.00% plus/less the
§pread of the variable rate bonds over or under the Kenny Index.

S. after two years, the payments cease.

73X



' The swap cash f'lo_w_s, are Has 'fo'lld"w's:‘_f o

/ The swap effectively converts the bonds from a variable rate to a fixed rate for two -

- years. The underlying debt issuer remains unaffected because the swap is an

agreement between the Issuer and the Counterparty; it has no impact on obhgattons .

“to the holders of the variable rate bonds. The Issuer retains the ability to call or
refinance the bonds without affecting the swap. Similarly, the swap could be '
reversed or termmated w1thout affectmg the bonds :

~“The following table shows 1nd1cat1ve rates for swaps of two, three, five'and’ ten year
terms. The fixed swap rate reflects the payments made by the Issuer to Lehman
Brothers m exchange for recelvmg a payment of Kenny. - ‘

' The swap provides several features:

. It establishes an absolute hedge —a f1xed mterest rate for a penod of
time. C ]

. Liquidity — the swap may be termmated prlor to term at the Issuer s
- option.

* does not.include_ the ohgoing letter of credit facility and remarketing fees

‘ a4

]



The advantages of f1x1ng a floatmg rate 1ssue through the use of a swap rather- :

l,than through the bond market are reduced interest cost and reduced conversion

* ‘costs.. In today's market, the municipal swap market is out-—perforrmng the .
~'municipal bond market by 30-40 basis points throughout the yield curve. This
_-translates into greatly reduced interest costs to the Issuer through use of a swap :
~rather than a conversion to fixed rate transfer issuance of fixed rate bonds. Whlle B

V . swaps rates are market sensitive, like bond rates, they often do provide savmgs,

‘especially in "spec1ahty" states like New York, New. J. ersey and California.. An *
. additional advantage is that a swap does not involve any issuance of debt, and

" therefore greatly reduces legal fees, and eliminates management fees and

* “takedown. In effect, Lehman Brothers can fix an Issuers variable rate issue at
. extremely cost effective rates at virtually no transaction cost to the Issuer. A
.~ diagram showing the cash flows for a long dated swap is deplcteq, below: - :

metcrpan :

 Lehman
. Brothers

_ Bondholde:
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DOLLAR AMOUNT

(IN MILLIONS)
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STATE OF NEW JERSEY
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N costs. .

Service Vendor Series A
" ‘Underwriting Lehman/Citi * 2,884,251.00 - 790 863.00
Remarketing Lehman S 251, 758.84
Citi  83,919.62
R Liquidity Facility uss '589,147.93
. Liquidity Counsel Rogers & Wells
" Note Counsel Mudge Rose  116,513.96  100,000.00
" Binding . Bethel 3,986.45 3,000.00
Printing Packard 52,021.16 ©  40,718.60
' Rating Moody's - 25,000.00 =~ 20,000.00
‘S&P 75,000.00 50,000.00
- : Fitch ' ’ S
~ Interest Cap Morgan Stanley 530,000.00
'~ Trustee . First Fidelity 18,000.00 18,000.00 ..
SUBTOTAL 3 174,772.57 2,545,966.55
INTEREST )
TOTAL

- Costs of Issuance FY 1992 Notes -

52,322,666.67 10,688,494.27 2,856,768.10 65,867,929.04

' »Series B'& C.

Senes D & E

.390,ooo.oo
51,310.92

51,310.92

©113,298.46

68,5652.56 - =

170,026.52

25,474.43
20,000.00

'~ 23,000.00

. 786 356‘55

3,935.30 ©

18,000.00

C Below are listed the costs of issuance incurred by the State for the sale of $1.8 billion .

-+ TRAN's during Fiscal Year 1992. Total costs of issuance equal $3.61 per $1,000 bond. The malor

© ' “component is the underwrmng spread of $2.25 per $1,000 bond. ‘These costs are reasonable _ R

“ - based on (i) cornparable underwriting spreads and interest rates as shown on the attached sheets = S
- and (i) FY 1992 was the. mmal offenng of the TRAN' s by the State. requmng addmonal start up

Totals 2

4 065 120 00 :
303,069.76
135,230.54
1702,446.39.
68,552.56 .
+286,540.48 « .

©10,921.75

118,214.19
 65,000.00
148,000.00
120,000.00
- §30,000.00
54,000.00

6,507,095.67

e .

55,497,439.24 13,234,460.82 3,643,124.65 72,375,024.71

* Series A Underwriting fee :‘split between group consisting of:

. Citicorp Securities

First Boston Corp -

- Lazard Freres

Merrill Lynch

~ Morgan Stanley

Goldman Sachs
- E.A. Moos & Co.
Pryor, McClendon, Counts

Prudential Securities

Ryan, Beck

First Fidelity
Printon, Kane

~ J.B. Hanauer

. Artemis Capital Group

William E. Simon & Sons .

Sturdlvant & Co

2ex

" Lehman Brothers



Underwriting Spreads

| Ceoal Par Underwriting
. Issue : Amount ' Spread
' 'Qa‘_‘t‘g-l | ~Issuer (Millions) (Per §I,OOQ Bond)
| 5/7192  Cook Co. Llinois 1700 | 8229
6182 New York 3,900.0 236
62192 Iowa 330.0 1.83
71092 Philadelphia 175.0 1330
7/'22/92, California 1,650.0 193
8/6/92 California 5,100.0 1.93
814192 Maine 150.0 230

10/9/92 New York 1,250.0 | 2.05
Source: Securities Data Co/Bond Buyer

New Jersey 1,800.0 | 2.25
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COMPARABLE TAX-EXEMPT NOTE ISSUES

7/03/91

Bond Buyer One-Year 4.84
Note Index!

One-Year Treasury Bills 6.00

Los Angeles County, 4.50
California

$1.2 Billion, 1991-92

Tax and Rev. Antic. Notes

Sale Date: 6/13/91

Initial Yield: 4.55%

Rating: MIG-1/SP-1+

Wisconsin 4.65
$450 Million G.O.

Operting Notes

Sale Date: 6/13/91

Initial Yield: 4.70%

Maturity Date: 6/15/92

Rating: MIG-1/SP-1+

State of Iowa 5.02
$330 Million Tax and

Rev. Antic. Notes

Sale Date: 6/27/91

Initial Yield: 5.10%

Maturity Date: 6/30/92

Rating: MIG-1/SP-1+

New York State 5.10
$3.9 Billion Tax and

Rev. Antic. Notes

Sale Date: 6/18/91

Initial Yield: 4.95%

Maturity Date: 6/30/92

Rating: MIG-2/SP-2

New Jersey Issue

$1.2 Billion Tax and 4.60
Rev. Antic. Notes

Series 1992A

Sale Date: 7/3/91

Initial Yield: 4.60%

Maturity Date: 6/15/92

Rating: MIG-1/SP-1+

1 Includes ten one-year note issues. All are rated MIG-1 and SP-1+,
except for the New York State notes (MIG=-2,SP-2).
Source: Lehman Brothers
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JOINT BUDGET OVERSIGHT COMMITTEE

BALLOT

DATE: -é’/@gﬁ;& / // 1992
ITEM: APPROVAL OF ISSUANCE OF FISCAL YEAR 1993 TAX AND REVENUE

ANTICIPATION NOTES PER FINANCIAL PLAN SUBMITTED BY STATE

TREASURER :
VOTE: 4/-’69"'53
: YEA NAY ABSTAIN SIGNATURE

/ ’ % i

Senator Littell V// : (€:§Z2,/;;%{> A/Zi(//
Assemblyman Frelinghuysen ;// /Ezfo/égl‘_"“““—--_4

Senator Ewing

Senator Menendez

Assemblyman Kamin

ANAN
N
%,

Assemblyman Watson

REMARKS :

Quorum Obtained

Present: Senator Littell, Assemblymen Frelinghuysen, Kamin and Watson

Absent: Senators Ewing and Menendez

a3



]OINT BUDGET OVERSIGHT COMMiTTEE |
RESOLUTION |

Adopted September 11 1992

WHEREAS, the State Treasurer has transmntted to the jomt
*' " Budget OverSIght Commxttee (heremafter the " Commlttee"), a .
: Fmance Plan and: supportmg ‘materials for a proposed 1ssuance i

» £ fiscal ‘year 1993 ‘State . short -term. notes  for: cash" flow
: management purposes pursuant to- sectxon 32 of P.L. 1992 c.40, |

the fiscal year 1993 annual approprlatlons act; and _
WHEREAS the Finance Plan and supportmg materials mdlcate
" “that the fiscal year 1993 short-term notes w1ll not constitute a-

‘general obligation of the ‘State or a debt or a liability within

' the meaning of the State Constitution, that such short-term
"notes shall mature and will be paid in fiscal year 1993, that the
- State Treasurer shall: pay any- “Costs or obligations relatmg to
- the. issuance of such short-term notes or contracts relating -
 thereto, that short-term notes shall be issued in such amounts -
. and at"such times during - fiscal year 1993 ‘as ‘the. State
. Treasurer shall ‘deem necessary pursuant to the Finance Plan.i
"b,i.; for cash flow management purposes ‘and - for the payment of -
" related costs; and on such terms and condmons, sold in such .
"'manner and at such prices, beanng interest at' such fixed or
_ variable rate or rates, renewable at such time or times, and
entitled to such security, and using such paying agents as shall -
. be determmed by the State Treasurer pursuant to the Fmance_ :
" Plan;" and ’ - :
WHEREAS the State Treasurer, w1th the Commxttee s approval

is' authorized to-enter into such’ contracts and to. take such. o

~other actions, all as “determined- by the State Treasurer
pursuant to"the Finance Plan, as are appropriate to further the
» above cash flow management purposes. and : o
' WHEREAS, upon -issuance by the State Treasurer of such h
‘short- term notes, the State Treasurer shall report on each such -
" issuance to the Chairman. of the Senate Budget and

Appropnatlons Committee and the Chalrman of the Assemblyf e

Appropriations Committee; and . - - :
 WHEREAS, . the Finance Plan and the ' supporting matenalsv

) ‘submitted to the. Commxttee on September 11, 1992, requesting. -

- approval of the issuance of fiscal year 1993 State short-term
f'-notes for cash flow ‘management purposes pursuant to ‘section -
~-32 of P.L.1992, c.40 is the basis upon which the Commxttee is

_.evaluatmg the request, now, therefore, . : E

x 24




BE IT RESOLVED by the Jomt Budg(,t Oversxght Committee:
1. The issuance of flscal year 1993 State short-term notes for cash flow

management purposes pursuant to the Finance Plan of the State Treasurer and the
supporting materials submitted by the State Treasurer on September 11, 1992, is

approved by the Committee.
ATTESTED: -

Alan R. Kooney

Legislative Budget and Finance Officer
Secretary, Joint Budget Oversight
Committee ,

»/cﬂ’fbg /l 1692

Date /

o





