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ASSEMBLYHAN WAYNE R. BRYANT (Chalrman) Good morning. I am
tsorry for my tardiness. I have been here since 8:30, but as you know
in the State House you get caught up with a lot of dlfferent things.
T thought the hearing was in the MﬂJOPlty Conference Room. Then I
thought it was in the Minority Conference Room, so I kept running down
there. They finally set up for the Aging hearing; that gave me a
little hint that I wasn't in the right room.

This - is a public hearing by the Transportation Committee,
~ dealing with the concept. of the Trust Fund Authority. This portion of
‘ the public hearing is limited to the financing of that concept.
| To begin with, I thought for the Committee and 'those' who
mlght be present-— There was some information distributed by . Mr.
“Ferquson regerdlng why this might become a confusing issue. I think if

we see that, we will allow the Commissioner, or other people who
testify,;to give usbinsight as to those comments. As one mightAknow;
Mr. Ferguson was head of the Governor's Management Improyement'
Program.b At this time, Prince, would you run the film so everyone can
see it? (At which time Mr. Prince Wooten, Executive Assistant of the
New Jersey Network, shows a video telecast)
(The following comments, made by Mr. Robert Ferguson, were taken from
the aforementioned video telecast) »

The State of New Jersey is very, very fortunate in the

'sense that it is the only Triple A Rated State for

bond purposes in the Northeast. It means a tremendous

amount. And, if in fact, you take a look at the

Governor's proposed Budget, and look at what has

haopened to the debt service over the last four years,

you nill see  a rather drametic increase, which will

increase further this year.‘ There is some -point

beyond which we cannot retain a Triple A Bond Ratingt

" 'If we are going to sell these bonds, and call it noralv

'obligation or any other term you would like to call

_it, we're selling State-obligation bonds in some
~ form. It's going-intoxthe rating computations, and we

‘can't afford to lose that Triple A Rating. So, it



séems to me, the-pay-as-you-go gasolme tax mcrease
- is the one .that makes sense. From the GMIP S
" _atandpoint -- and I don't want to go back to that all
-~ the time -- the real obje‘ctiv‘es of the étrategic
: issues raised by that group were: First of all, 'vha‘t _
is éffordable? ' And, secondv, a long rahgev-plan as
‘opposed to a short-range plan, and all the dptidns
‘that were suggested into the subjects studied there --
~ and there were options in each case. It was not "this
is the way you do it" or "this isn't." They all were
designed with this long-renge affordability in mind,
”'b_ffv:.to niain’tain‘ our solvency, to hold our bond ratmgs,
_rf:ji_"f_]“and to. stop the steadlly-mcreasmg debt service.
"v’j‘v:;fThat’s why it seems to me that bonds are not the way
to go in this kind of a situatlon.',' o ,
ASSEI‘BLYMAN BRYANT' Thank you. We would 11ke to thank New
v'_Jersey Televxslon for providing us with that plece of mformatmn.
Could you tell us _the date that occurred"
© MR. WOOTEN: April 23, 1984, |
| ASSEMBLYMAN BRYANT: At this time, I will ask Mr. Markert if
‘he wants té ‘question the television. I told him we ‘would take a
'.V,>recording and take it back. (laughter) o
| ASSEMBLYMAN MARKERT:  Since there is no possibility of
1d.lalogue vu.th the gentleman who is recorded, I will 'j’ust let the
" statements stay as they are. Maybe we can ‘clear up some of ‘the:
1nequit1qs in the statements that were made through  testimony and‘
'.queé-tibhs of the Commissioner. So, Mr. Chalrman, I‘ll Just m.thdraw my
: request to question the telev1smn set.
_ ASSEMBLYMAN BRYANT: Thank yod, Mr. Markert.
_ At this time we are quite pleased to - have before us the
'Commlssloner of Transportion, Mr. John Shendan. P
.CMISSIMR J0HM P. SHERIDAN: ~Good morning, Mr. Chairman and
VAssemblyman Markert. I have ‘with me Roger Nutvt, who is A351stant
»»Com:.ssioner f‘or Fmance and Administration w1th the Department. I

gthank ou’ for th;s opportum.ty to eppear before you to explam and to




discuss the New Jersey Transportation Trust Fund Authority .Act of
1984,

As you know, Governor Kean has made this transportation
proposal a key element of his proposed 1984 - 1985 State Budget. It is

‘a program designed to build on New Jersey's strengths by addre331ng the

problems we face on our highways, bridges, and in public
_ transportétion. No day goes by when the life of each and every
resident.of this State isn't somehow affected by our transportation
system. It is our responsibility as public officials -- you as
legislators and me as Tfansportation Commissioner -- to do everything
within our power to assure that our transportation system is in good
order and safe condition. |
A sound transportation system is absolutely fundamental to
vthe continued economic growth of our State and the quality of life of
its residents. It was with that in mind that this legislation was
voreated.' We believe it is program that lays the groundwork fon"a
transportation network that will oarry~the State into the Twenty-First
Century. The members of this Committee know_éll too well abdut the $42
billion that 'the people of this State have invested in  our
transportatlon infrastructure.  You also are well aware of the $3
billion backlog of needy transportation projects we face; that backlog
- is made up of projects that were needed five, ten, and fifteen years
ago for thebgood of the.Staté, but they remain unbuilt today.
' The reason for this backlog is history. What we must - focus
on is the future. That is what this. program does. It is a program
designed to make a needed investment in New Jersey's future.
‘ I would now like to briefly describe the program for you,
after which I will try to answer any questions you ‘may - have regardlng
the program. And, I certalnly will answer any questions related to the
telecast we have just seen. - '
‘ On. the program. 31de, the Trust Fund would enable the State,
in each of the next four years, to spend the following: :
$50 mllllon to match all available Federal public transit
capital funds, ’ '



, $58 million to match all available Federal highway and bridge
capital‘funda. I should point out, with respect to the $58 million,
Athat'the'bond issue that was pessed last November actually provides the
matchlng funds for much of the bridge dollars. That was contained in

. _the! bllls that this Committee released the other day, Mr.-Chalrman.

$62 m11110n in 100 percent State . funds on the State's’ primary
hlghwaye, which w1ll enable us to complete the many missing links 1n
our State highway system. On this p01nt, I should note, that we get

. our money from ‘the Federal government in categorles of funds. We have

a couple of categorles where the Federal program is particularly weak L

in comparleon to New Jersey's needs. One of them is in prlmary area,
:Route 55, Route 90, Routes 30, 40, 70, 42, 47, and the ones going up to
"Bergen County, Routes 17, 3, and 4 -- what you think of as the basic
' vhlghwey eyetem, outside of the interstate system. We‘enly-get $48
mllllon a year, and I can name four or five projects a year that.
ﬂeverybody thlnks are going to be ‘done that will cost more than that |

,amount.'

‘ ]$i5 milllon on resurfacing will enable us “to prolong the
ﬂ'useful life " of our highways. I think, in this regard, that we have an
: »opportunity to actually save hundreds of millions of dollars by doing
some,resurfaclng at the approprlete stage of the life of a highway.

$35 million on a dollar-for-dollar substitution- program w1th
the countlee for the Federal Aid Urban System Program in which they are
now 1nvolved, will enable the counties and mun1c1pallt1es of this State;
to get out from under the Federal requlrements and red’ tape thh whlch
they must now contend. ‘ » :

I would also like to point out that this leglslatlon contalns
'_‘lange@ge; for, Mlnor;ty Business Enterprlses and Female Business
'Enterbfieee that would, for the first tlme,'xmpose mandatory mlnlmum

goals on the amount of money from this program that must be spent with
_bus1neseee uwned and controlled by minorities and women. In the past
“these goals ‘have applled to Federal funds only.'_With the passage of
‘lfthxe legislation, that. distinction between Federal end State funds
'twould disappfer and minority and women business owners would be the
"_beneficiariee._ ‘ ' N




_ " On the revenue side, whidh is the focus of our-hearing todayy
-the proposed Transportation Trust tUnd would generate‘$3.3ibillion in-
'-.State' and Federal capital funds for highway, bridge, and publie
transit pFOJeCtS during the next four years. v
of thlS $3.3 bllllon, approxlmately $1 bllllon would be State
funds and the remaining $2.3 would be Federal funds for -the capltalt
programs at the Department of Transportation and New-Jersey Transit, :
‘A The_ State's share of these ‘funds would come from three
sources: . ‘ f ' ' |
$88 million would be approprlated annually from the general f»
,fund by the Legislature through the normal approprlatlons process;
$25 million would be contributed annually by the three
1ndependent toll road authorltles under agreements already reached with
"those authorities; ‘ ’ :
$30 million Wodld be-generated annuallyithrdugh an increase
in heavy truck registration feets which is incorporated_ in this
legislation. : _V ’ - o |
vﬂ These three revenue sources  would provide $143 million
hannually which would be dep031ted in the Transportatlon Trust Fund. -

In turn, the Trust Fund Authority would sell ten—year bonds
in each year of the. four- year program, so.- ‘that an average $230 mllllon'
in  State funds would be available for hlghways and publlc tran31t
capltal projects through State Fiscal Year 1988. '

Thls would enable the Department of Transportatlon -and New..

Jersey Transit to complete long overdue highway, brldge, and public-

vtransit improvements throughout New Jersey, without prompting a tell'

' increase, without jeopardizing New Jersey's Triple A credlt ratlng, and
most 1mportant1y, without raising taxes. '

- The contribution from the toll road author1t1es will benefltt.

‘the users - of thOSe hlghways, as well as. the. three authorltles"

themselves, by helplng to 1mprove the State hlghways that r831dents of e

New Jersey, who use the Parkway, Turnplke, and" Expressway, must use to o

. get to and from these toll roads. _
- The proposed. increase 1n ‘heavy - truck fees would place a

“falrer share" of the cost of bu1ld1ng and malntalnlng our hlghways on



an industry.ﬁhat will benefit from the improvements included in this
'pfogram; at least as much as, and probably more than, any dther‘single‘
- segment of our society. . | . '
At present, New Jersey ranks 46th among the states in the
level of user charges imposed on heavy trucks. With the proposed
reglstration fee increase, it would rank 37th. By comparison, New
" York ranks 3rd and Pennaylvanla 15th when ‘all user fees and taxes are'
taken into consxderatlon.
_ - of the $230 million in State funds generated annually by this
9progfam, New Jersey Transit would receive $50 million and the
Department of" Transportation would receive $180 million. Matching
'these funds with every available Federal dollar would produce about
*5800 milllon a year for capital spending on the State's hlghways,
vbrldgea, and public transit system in each of the next four . years.
I believe the most important part of this program, which is

‘key to solving our long-term transportation -problems in this State,
"llea 1n the fbct that we can implement it without a tax increase.
_ We can do that because of the two pr1n01ples on whlch the
xTrust Fund leg1slatlon is based: '
' First, over the life of the four-year program, more than half
- of the money would be spent on a pay-as-you-go basis. ThlS is a
"departure from past transportatlon funding programs in New Jersey when -
we: relled almost entirely on long-term general obligation bond
fxnanclng.. ) ' o T
. . Second, the creation of the Trust Fund Authority as the
finaneing meehanism would enable the State to sell appropriations bonds
to,,éﬁpplémeﬁf_ ihe pay-as-you-go :Capital at a relatively low net .
inérease:boat-to the takpeyers of New Jersey. For exampie,‘the_1968

',_;trBHSﬁbrtﬁtipngbohde cost the taxpayers 79'per6eht of‘principle in net

- -‘intereet'coété;. The 1979 bonds are expected to cost the taxpayers more

in:inﬁereéﬁ'tﬁeh:the_actuel $475 million in bonds sold. By comparison,
“the‘Trnet.EQnd:bonds would cost only 36 percent in net interest costs
‘of the totsl $472 million in bonds that would be sold. |

o o ‘Aé; I mentioned at the outset of this Astatement, “the
o Transportio ‘Irust Fund is about New Jersey's future. We estimate the




'prdjects':will generate more .than‘ 150,000 jobs as a result of the
) conStruction. And, I believe the ‘economic growth these projects will

generate is incalculable.

| This program. is de31gned to bu1ld on_ New Jersey s strengths'

"‘by recognlzlng 1ts weaknesses and prov1d1ng a program that will prepare
- our State for the future.

Thank you‘very much. As I said, I would bethappy to anSWer

"‘ any questlons. : S o : o
ASSEMBLYMAN BRYANT Thank you, Mr, Commissioner Let me aSk‘.

you one questlon Is the Transportation Authorlty 1ntend1ng to fund'

the total State transportatlon capital needs? v , ‘
COMMISSIONER - SHERIDAN: - iDoes it address eVery’ single need

ithat I could identify? The ansuer is nd.A What it is intended to de;

~is to do as much as we can. pos81b1y do in the next four ‘years, and at

the same time to attack 1dent1flab1e needs. , S
ASSEMBLYMAN BRYANT You mlght have answered my second

; ‘question. Does that mean we are not. going to reduce fundlng for New .

~ Jersey Tran31t during thls t1me7~
u - COMMISSIONER SHERIDAN:» We are not golng to do what7

ASSEMBLYMAN BRYANT:  Reduce fundlng.’ In other words, by

;d01ng this program, we will not have reduced fundlng 1n terms of ther

_needs of the New Jersey Department of Transportat10n7

COMMISSIONER SHERIDAN: I'm sqrry, Mr. Chairman, I still

-don't understand. : T o
' ASSEMBLYMAN BRYANT: 1 am asking, is general State funding--

- If we build in this mechanism with the general State funding from the

New Jersey Transportation Department, 'will the funding .be ‘reduced

because we have now adopted this new--"

- COMMISSIONER SHERIDAN: (1nterrupt1ng) :WOuld'Our’bperatingd

" program or operating budget be reduced?

© ASSEMBLYMAN BRYANT: Yes. o § |

* COMMISSIONER SHERIDAN: The answer7is‘absolutely.no._.
‘ASSEMBLYMAN BRYANT: Would it be 1ncrez-zsed'7 ‘
COMMISSIONER SHERIDAN: We have requested a small increase in

rthe:Department‘of TransportatiOn 8 operatlng budget this year~and;a‘ 

-



lrelatiyely amall increase in New Jersey Transit's operating budget. We
' would expect to. have. almllar operating request increases over the
four-yaar per1od.v
. ASSEMBLYMAN ‘BRYANT: Also the language and the development
l'concept of the Authority refers to the fixing of tolls essentially by
~ the- Authority.. Could you explain to me why the Authority should" Fix
 tolle? | . |
R COMMISSIONER SHERIDAN: We don't believe that language is
'neceSSaryQ We'have already agreed with tne Senate-- bAa'a‘matter of
fact, 1 belleve ‘that the bill has already been amended to delete that
Vprovlaion, and we would certalnly agree that provlslon could be
}'.deleted.b _ o ‘
| ASSEMBLYMAN BRYANT: Go ahead, Mr. Markert. I'll let you ask
i a couple of questlona, and then I'l] ask a few more. - = .
_ . ASSEMBLYMAN MARKERT. I think, Mr. Chalrman, that you might
E if1nd'w1thin that package of amendments, that we are already addre331ng'

';"the ques 1on‘ “you asked. .~ I think I have ‘already submitted: those
' Ayou and - the Commlttee staff members, for consideration at
‘the bill is -taken under con81deratlon.,‘ As 1 ‘stated,
sibly be one -or two other amendments that are coming.

uld like :to try to also ascertain some of the other

“ftproblems 'T'think;“weiare solving with this particular bill. I

'”E‘think atﬁthia‘point in tlme I would like to get into the testimony as
.stated on. the telev131on. I would apprecxate it, CommlaSloner, if you

wha

';could_explaln ‘the dlfference between the poxnt -of- opinion there and
aeaume “is- the correct facta, or at least those that would not

o affect,our bond ratlnge.
CDMﬁISSIUNER SHERIDAN' I would just say that unfortunately 1

"fldld not have tha opportunlty to. hear thls before today or to talk to

7_@Mr. Ferguson, “to give him a br1ef1ng on the program. I would think

fthat what we ‘are talking about -~ our proposal -- 1is very con31stent‘
'-w1th the recommendatlons of the Governor 8 Management Improvement"




For the first time in the history of New Jersey, at least in
the last 20 years, we have a program that is more than 50 percent
pay-as-you-go. As you know, just going back to the bond issues in the
sixties and the one in 1979, we have been borrowing 100 percent of our
capital needs, or close to 100 percent. The first time that changed in
any measure was in Governor Kean's Budget last year. This time, with
this program, we are moving to more than 50 percent pay-as-you-go. I
think we have substantially reflected the thoughts of the Governor's
‘Management _ Improvement Program in fashioning -this program. We
are deeply cdncerhed that we have a program that does not adversely
affect the‘Triple A Credit Rating. The Governor has been absolutely
insistent that what we devise should have no impact on that. 'We ére
satisfied, after talking to former Treasurer Biederman, present
Treasurer Horn and his staff, at least three Wall Street firms, and
~after preliminary méetingslwith the rating agencies, that there is not
going to be any adverse impact on the State's Triple A Credit Rating.
As a matter of fact, one of the credit agencies indicated informally
that they thought this program -- because it added some discipline to
the process -- would have the potential of actually strengthening our
credit situation in the State. - |

ASSEMBLYMAN BRYANT: Let me ask ybu a question. I think the
-points I understood that Mr. Ferguson was making on April 24th were,
number one, that we should pay-as-we-go and, number two, that.any type
of lending, regardless of how we couch it, whether we call it a moral
obligétion bdnd, revenue bond, or general obligation bond-- I think
the point that I understood was that affects your credit rating. Are
“you saying that you disagree with that? ' ‘ ‘ »

- COMMISSIONER SHERIDAN: No, I think what he is éaying is that
if ybu have borrowing, the borrowing will be taken into consideration
when bonds. are fated. We tHink that these borrowings'would'certainly
be taken into consideration. = What I am saying is that we have
cérefully‘ evaluated our needs in the transportation area; we have
discussed it with those people who are the most knowledgeable in this
_area. We aretsatisfied, after looking out over the four-year pefiod ‘

and knowing what the other State needs are, that this is a manageable




amount“offbcnding,and a sensible way to do it. We don't believe there
will be any adverse effect on the State's Triple A Credit Rating.

~ ASSEMBLYMAN BRYANT: That is not to say Mr. Ferguson does not.
" ‘have knowledge in this area? You are not relatlng to that? _
' o COMMISSIONER SHERIDAN:  Mr. Ferguson is a very knowledgeable
' individual. I'm not saying that he is not. I am just saying that we
~ have 'been more intimately involved with this p:dgram; and we .have 

~'discussed it with the people we need to discuss it -with. Wefre

satlsfled. We have gone very much in the direction that the GMIP has
' suggested. As a matter of fact, I wish that I knew this was going to

: ?_beva{topie because I would have reviewed that report, but I think you

'><will’ffhd,'When you review that report, that one of the recommendat ions
was 1ndeed & mechanism similar to’ what we have proposed, in order to
':bhget out front and be able to do a lot in a hurry.

ASSEMBLYMAN BRYANT" That 18 not the total top1c I Just o

hunderatood, and I had not seen it before myself.. He had mentioned some
thinga abaut the Authorlty and I thought this Comm1ttee should" have

o 1nformation from all’ sources.- Let me ask you another question.

o VFundaﬁf

CGNMISSIONER SHERIDAN (1nterrupt1ng) As far-- I might--
-1 am sorry.; Go ‘ghead. ' E o ’ '

ASSEMBLYMAN BRYANT' -1 want to ask a quest1on because I know
-a lot of txmes we compare them with our 1979 bond acts and such. What
would be vthe length of' those bonds? When we _start talklng about
inteieat;ev Isn't is generally that we float those bonds for 30 years?

COMMISSIONER SHERIDAN: Yes. I mean the reason--
: ASSEﬂBLYMANe'BRYANT: : (iﬁterrdpting) * General obligation
“bonds? - | T o -
f v - COMMISSIONER SHERIDAN:. - (contlnu1ng) ‘The reason'we have a
"net interest cost that is much lower than the way we ‘have done business
‘ 1n the paat is twofold: One, we are selllng shorter term bonds --
'ten~year bonds 1nstead _of twenty or even thirty- -year . bonds == and

second of all, because thls Fund w111 have earn1ngs on the money in the

BN O VA




ASSEMBLYMAN BRYANT: What would the interest be,'if in fact,
the State decided to do general obligation bonds at ten years as
- opposed to thirty years and use the huge surplus to match those bonds?
Then would not the comparison be far in difference fpom'what you are
3peak1ng of ? v

COMMISSIONER SHERIDAN: I agfee; it would not be so far in
difference. Because of the earnings on this bond, it would still be
~ less coetiy this way, even though the interest rate would be everiso
slightly higher for Double A bonds‘—- which we expect that’these‘weuld
sell at -- than Triple A bonds. That is more than offset by the
. earnings. in this Fund. So, we thlnk it is. a better way. ‘

| I might just comment on Mr. Ferguson' s other point-- . Our .
view of it is-- What he is suggesting is a substantial gasoline tax.
So that‘ everybody undefstands: what is being proposed when they say
"total 100 percent pay-as-you-go," it would take a six cent gasoline
tax increese to provide $230 million. We don't think it makes sense to
go to a tax when you have a way that does not require the tax. More
important than that; I have talked to 80 or more Legislators about this
program, one on one, or one on two. And, if I have had two or three
suggest to me that a gaseline tax is the way to go, I would say that
would be a lot; some of those have changed their mihds since the
first time I talked to them. Given the fact that we have;afsurplhs;
budgetary situation‘and given the fact that ‘we had a sales tax and
income tax. increases lest year, there isn't any realistic'possibility,’
at this time, of passing a gas tax increase. I would say there is one
other important reason why I don't think it should be passed - The
users of the transportation system -- until this program goes in place
-- will have a situation where more money is coming in from  present
user fees, gas tax, and registration fees, than is being spent on
transportation. For the first time in probably 201years, the books
will finally be balanced 1n that regard under this program.

The figures are roughly these: If you take- the Department of
: Transportatlon s budget of approximately $400 million and you add. to it
~the $230 million that we are talking about in capital, you have a total
eﬁ $630 milIion, At the presentetime, registretion fees and the gas

-



tax rates are somewhere around $475 million. If you add $25 million to
~ that from the toll roadsiand $30 million from the truckers, you will
- see that for the first time user fee revenues and “expenditures on. -
traneportation*ﬂhave"eome into balance. I think it would be- quite
. inequitable to charge the users until thoee accounts are brought into
" balance.. ’ - , .
'ASSEMBL YMAN BRYANT# Six cents seems to scare everybody to
death on’éaedline tax. I don't profess to know a lot about financing,
but it would seem to me, that if we use the same figures of $25 million

" coming from the Toll Road Authority, $88 million from general revenue,
. and $30§from truckers -- assuming that was the formula -~ then you
'fwould beLtalking about a gas tax around three cents as opposed to six
T ' Wouldn't that be more reaeonable7 : L

_ COMMISSIUNER SHERIDAN: | I If _what you are talklng about is
v"using the same three revenues-- - B : S

v ASSEMBLYMAN BRYANT: (1nterrupting)"That is'the fundamental'

b8818 of thxa, so I'm assuming-- S )

. COMMISSIONER SHERIDAN: (interrupting) You're right, if it
is $88 million, $30 million, and $25 million. But what are you -
fsaylng’ We. have the truckers screaming now at the proposal because of

" the $30 mzlllon, and you' 're recommendlng, on top of that, we add three
‘ cents to. the gas’ L ,~

'ASSEMBLYMAN ~ BRYANT: (interrupting) No, I wasn't
recommending that. What I was saying was that when Mr. Ferguson said,

- "Pay-as-you-go," I thought he might have thought'of alsystem.wherevifl

you'had a etate with a three percent‘dedicated’tax, you could etill .

‘ balance it out ‘with the other klnds of 1tems you have here -- as'

,oppoeed to a six percent tax. ' i o ,
o CBMMISSIDNER SHERIDAN: I understand b831cally what he is
eayinéb, I Just think it is completely unreallstlc. ’ o '

ASSEMBLYMAN BRYANT: . Let me ask you another. question. Will

the Authority ‘also be reeponelble for New. Jersey s total transportatlon‘"

’%capltal needs7 o ’ .
CBMMISSIUNER SHERIDAN When you say "be reepon31ble"--v We

see the Authorlty aa baelcally a bond-selllng mechanlsm.r They willv

12




have no role in terms of project selectioh; all of that wiil remain
exactly as it is now. All we expect that Authority to do is seli the
bonds to finance the capital program. The $230 million is what we need
in capital over the néxt four years. So if the question, Mr. Chairman,
is, will wé need more money than that? I think the answer to you is
vthat over the'hext four years, we will not. ‘ , '
ASSEMBL YMAN BRYANT: Ok. Then it does address the total
capital needs for those four years. |

COMMISSIONER SHERIDAN: Mr. Nutt is pointing out something to
me thét_is very important; and I don't want to mislead YOU, so let me
jUst explain, There are some capital needé that are not fully
addressed in: this- program, ‘that we know are ‘likely to have to be
- addressed in the four years. I can mention two areas: The Meadowlands
up in North Jersey and the Watérfronf in North Jersey. | |

There is one source of funds that has not been calculated
into the $3.3 billion, and that is, the mbneys available from the Port
Authority of New York and New Jersey under Governor Kean's and Governor
Cuomo's programs. Basicélly while the calls on that money include
sewer, water, and trahsportation, we are hopeful fhat éome of the hnney -

:will be'availabie for transportation projects not in this $3.3 billion  :
.-'programr' The reason they are not in here is that there are studies
still going on, which haven't specificaily identified what the prbjects ‘
would be-fhat would need to be funded. We would have ' that reSOUrbé |
potentially available. Those are two of the areas where we think some
- of the fdnds would be spent. ,

ASSEMBLYMAN BRYANT: Could you provide this Committee with
information, in terhs of those capital needs that are either projected
»or'ih planning which would not be covered by this Fund? ,

COMMISSIONER SHERIDAN: The problem, Mr. Chairman, is exactly
that. For instahce, on the Waterfront, wé have an eightéen-month study
going on, that_wé are thfee to four months into. We don't know what
. projects ére gding to be recommended. IWe don‘t know whéthef‘it is
going to recommend the transit project or a combination transit and
 highway project. Until we have the projects identified andvmake a

decision about which ones we think make sense, it is impossiblévto
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quantify the capital needs. That's why we left it out of the $3.3

~ billion program. At any rate, we're talking probably about the end of

the four-year period. It is not something we are talking about in the
next year or two. ' ‘ |

o
ASSEMBL YMAN BRYANT: So you are saying that the Department

could not provide us w1th information in terms of other capital needs

4»that are not addressed by the Authority?

: COMMISSIONER SHERIDAN: Those are the only major oﬁes that I

am  aware of. For instance, a light rail system might be what is
"recomwended on the Waterfront. I would have to know where it begins,

wheré‘it ends, and what it is going to look like, before we could give

~you a realistic estimate of the cost. I think the reason welleft them
“of f the liat was just that; we are not able at thls time to quantlfy
vthem in a realistic way.

ASSEMBLYMAN BRYANT: The only reason I asked that is, I

‘think in order for me to make an informed decision, we might need to

_ have a larger program than is even suggested.. I think it is helpful to

the Legislature to know what is at least in the works, even if we have
ballpark figures. It would seem to me that if the Department is

Vworking‘on'p:ojects in some vain -- regardleSQAWhether we have a dollar
figure for them or whether they are actually'going through -- that we
‘could at least get a list of those projects which are outside of the:

-vein of this program.

ASSEMBLYMAN MARKERT: Mr. Chairmen, I think what I heard was

_an answer to that question. I'm not sure, but I thought I heard the
'>Commisaibner‘state that these studies that‘are.going on will be able to
“give us what projects might become available i

'VI think 1t would be 1mp0381b1e at four months into a program--' I would

not want someone to speculate so far out and to have that type of .
1nformat10n 1n my hands, because it certalnly would not be anythlng you_

‘could hang your hat on., I would rather see a program studied to a
.p01nt where we could have  facts and not Just speculatlons.‘

ASSEMBLYMAN BRYANT: As long as that satisfies you, that's

'-ffine. What I .am saying, as the Chairmen, is that I feel I have a need
"~ to know if, ln fact, I am prOJectlng a Transportatlon Trust Fund that
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will end up covering all ‘the capital costs, even if 1 know what
projects are in the "think stage." That would be helpful for me to
make some type of decision. ,

COMMISSIONER SHERIDAN:  Mr. Chairman, I think what you are
asking for we can provide you with, as long as it is with the
.understanding that these are very preliminary figures and they may turn
out to be quite different than what we are talking--

ASSEMBLYMAN BRYANT: (interrupting) I would expect that you
would qualify it in those terms and I understand and accept thé
‘information in that light. , b
| Mr. Foy, would you like to ask some questions? , o

| ASSEMBLYMAN FOY: I want to see your wish list. I'm sure you
have one. When a municipality prepares its capital budget over fiv¢
'years, they put a lof of thihgs in it that they;know, even at the end
of those five years, they/are not going to have the wherewithal to
complete. I-waht an idea as to the thinking of the Department with
respect to ifs prioritization of projects throughout the Stéte of'Nea
Jersey-. I will be quite candid. with yous I am a South Jersey
Legislator and I have grave concerns about how South Jersey is-going to
be treated under this program. In the past, there have been problems -
regérding the allocation of funds regionally throughout the State. It
is no secret, John, I am a New Jersey partisan, and I want tq see to it
that, even on the wish list, some of our Christmas wishes will come
'true someday, as far as what the Department of Transportation and this
- Trust Fund Authority views as the important 'transpdrtation "network
throughout the State. I think it is pretty clear, in terms of
available land and devélopment, that the western and southern portiohs
“of the Staté of New . Jersey are the areas where the opening-up of
highways will foster economic development and business grthh. So, -
there is a subtle or not so subtle message there about where my
conéerhs lie with respect to ‘it.
In addition, I'm sure you'have‘been_deluged with concerns from
the trucking»industry and its employees, as I have. 1 am inundated
with ietters about it, and in reading those letters, they make sbme.'

‘sense with respect to the fact that there is going to be a fairly
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. dremétie '1m§a¢t' after a long time of maybe coasting -- no ‘question -
‘about',tHEt.- 1  am° wondering, 'if through the use of some of the-
| surbiu&eel' S o
" ASSEMBLYMAN’BRYANT° (1nterrupt1ng) - This is on finanoing.v
The truckere are coming in on the 21st, and if you could reserve that--
I think it would be unfair to the Comm1381oner to have to be prepared
. to- speak ‘on thst.b‘ . '
e ASSEMBLYMAN FOY: If we ere restrlctlng this Just to finance,
'll hold that for the truckers' meetlng : o
‘ COMMISSIONER SHERIDAN: With respect to your first questlon,'
I think that your sense ‘about the future is probably quite right. I
would think that, in many ways, we have a mature system in the
northeaatern part of the State, a well“identified one for the most
-part, except for the ‘two major growth areas that I mentloned -= the
Meadowlands and the Waterfront. We know what needs to be done. Where
'we don't know exactly what needs to be done is in those areas in the
"\”Steta thet are growing rapidly, and they are, basically, Dcean, and

‘fthe south, and Sussex, Warren, and Hunterdon in the
_;South Jersey has been treated fairly‘uhder this program,
he of the things that we ought to be looking at is the
fwof prOJects ‘for those areas of the State where there 1s
‘a lot of potentlal growth. Just to mentlon two-- I have had some
requests, fbr 1nstance, with respect to a South Jefsey project that
_ wouldﬂbBQLCEIly run from the Delaware Memorial Bridge to connect with
”-'the Atlantic City Expressway and also a project south of the terminus
of Route 55, from Port Elizabeth to Cape May. What I have said
publicly ehd'privataly is that I think if this program passee; the two
‘'studies that have been asked for ought to be done. We ought to start
thxnklng about ‘what the future holds. | '

What I have said a1mu1taneously, though, is 1f this program
~.or something substant1ally slmllar to it, does not pass, then I can't
";thlnk about the  next generatlon of projects when we have ~massive

‘omleslng links in the exlstlng system that need to be completed -- Route
55 being a primary example and the Route 38 duallzatlon in your area as
ulianother exemple. I hope that addreesas your questlon.
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We can provide you with our seven year capitalAprogram, and
I would also point out to you that in the New Jersey Trénqurtation
Trust Fund, some of the needs beyond four years are left to the period
beyond four yeare, and they are so listed in here.

'ASSEMBLYMAN ~ FOY: One other thing, in terms of your
_projections With_respect to this, does anybody have aApro forma as to
what--  You know, you mentioned 150,000 jobs in here. Have your
economists extrapolated to the point that they estimate what annual
income that mey generate for New Jersey, and what taxes that ahnuai
>1ncome may generate with respect to either sales, income, or thinge
like that? - /

COMMISSIONER SHERIDAN: I am--

ASSEMBLYMAN FOY:  (interrupting) I am just curious. You
know, if we are going to create a lot of jobs, that is certainly 901ng
to help the economy. I would like to see some prOJectlons with respect
to that. | | | |

‘ COMMISSIONER SHERIDAN: What‘ we have used is the United
States Department of Transportation's rule of thumb in estimating the
ndmber of jobs available. That is where that 6,000 jobs per $100
million worth of construction comes from. -

‘vWe are aware of some private work that is beihg'done, but
our own internal staff has not generated any specific.inCOme'Figures;
or anything like'that. _ | |

ASSEMBLYMAN BRYANT:  Getting back to what we requested 1n‘
terms of other projects, do you know when we can get that 1nformat10n7 '

COMMISSIONER SHERIDAN: Within a week. _

ASSEMBLYMAN BRYANT: Within a week? That would be helpful.

Let me ask you something else. Since the establishment of
the Commission on Capital Budget and Planning, the State has had a near
perfect record on approval for bond issues. Is the Administration

reluctant to trust the voters on this issue? | v
| COMMISSIONER SHERIDAN: No. I think, for instance, given the
present atmosphere, a tranaportation bond issue would pass. But
Amechenlsm for the long term that does not depend on the specific

- gituation of the moment -- the overall economic climate that can put. '
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our bueiness on a businesslike basis, so we know that every year the
" funds are g01ng to be there, and we are not plannlng prOJects that
‘fcan't be fUnded once we have done the design work. °

‘ Let me g1ve you an example that I think is a perfectd
illustration of the problem we have had in New Jersey: Route 18, in
Monmouth County, was partially built with 1968 bond funds.  The
remaining sections were fully designed with 1968 bond  funds.. The

assumption was, when Dave Goldberg and then Governor Hughes campaigned -

t; for the '68 bond fund, that there would be a ‘subsequent bond- issue in
1972, Ihat bond jssue failed. The '73 bond issue failed. The '75
.bond:ia'a:ue failed. We didn't get a bond issue until 1979. - In the
:meantime, ‘there was no pay-as-you-go capital, and, ~essentially, the

"DepéftMent was without funds for a major portlon of that'period}

| ~Route 18 -- and I have the plans on my desk -- that we are
talkxng sbout "building under this program, was fully de51gned in 1972,

}A 3.3 mxle section that could have been built for $15 million is now

-going to. coat $60 million, and guess what? We have to rede31gn it

f\because the Federal criteria, in terms of safety and construction, have
dramat1cally changed over the last 12 year period. So, “what  we

-essentlally wound up doing was, we wasted a port1on of those 1968 bond

- funds. In the meant ime-- . S

ASSEMBLYMAN BRYANT:" (interrupting) | CommiSSioner, you “are
convincing me to vote fordetable funding, such as a dedicated gaaoline
tax. You ere saying we need this kind of stable fundlng.

Maybe my understanding is wrong concerning this program, or
~Authority. It is a four-year program, so it is not ad infinitum, and

it is a ten-year payout. That does not address what you just said to

‘mey in terma of our need to have this ongoing, stable fundlng. That is
why T gueeo I get confused. At one point we talk about long-range
e’stable funding, and it would seem to me the best approach to that would»
dbe some type ‘of dedicated gasoline tax. On the other hand, we are

'3}.talking about 901ng with the general obllgatlon bonds, where the voters

"ovﬂ_mlghtvhaveESOme say, and in some way" that is not stable even though the SRR

ﬂ_ats for four years.7
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COMMISSIDNER_SHERIDAN:_.Well, it is true, it is a four-year
program, but it provides a mechanism that, assuming it will work the
way we all think it will work, the Legislature could easily fund at the
end of four years for a second stage. They could easily fund it
perménently. ‘They "could fund it for a second stage, with the thought
there would be a th1rd stage.

) One of the reasons why we plcked four years was that. the.
Fedéral program -- now,. we are talking about a transportation program:

- - that is basically two-thirds Federal and one-third State-- One of the

problems with taking it beyond four years is -- and we could probably.'
have made a five or six year program with the same money -- the Federal
program -- the Federal funding -- is likely to change over that period

- of time. The reason for- this is that the interstate system is nearly
built-out. We wbuld think that toward the end of the four year period,
we are going to see a shift in priorities at the Federal level that we
will have to adjust to at the State level. '

.~ So, Ican't tell you that in the fifth year we will need $230
.million; It might be less. It might be more. = And, to design a
program that goes headlong past that period, in my mind -- given that
fact -- doesn't make a lot of sense. .

The other thlng is, our cost estimates and our schedules,
once you get past four years, are just not as reliable as they have to
"be in order to have a spec1f1c planning tool. _ |

ASSEMBLYMAN BRYANT: So, this Authority will be created
forever, is that correct?’ ~ S | :

COMMISSIONER SHERIDAN: What I am saying is, there has been
Some talk about a sunset 'pfovision, or a review period. We have
proposed a mechanism that couid be continued. Obviously, it won't have
much value unless it is refunded at the end of the four-year periods, -
at some level;-bht, I don't know what that level is, and I don't think
anybody in the Legislature does either. I think we need to get closer
to that deédline before we decide how to refund it, and at what level.

ASSEMBLYMAN BRYANT: : Where I might be getting somewhat -
perplexed is, I know both the Treasurers have talked about bonding and

they have Wbrried> about ~our rating, if they are general obligation
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bonds. Yet; there_are'a couple of proposale that are coming up this

“year for future bonding. .Knowing the need for transportation, I don't -

- understand why that didn't take pr10r1ty over the other bondlng we are. -

'Dtalking about and genersl obligation bonds. Thls is not a scenarlovt

- where we, or the Admlnletratlon, do not want . to go out for obllgatlon

" bonds. It seems to be a retreat; that they don't - con31der
traneportation the most necessary thing to go to the voter about.
CDMMISSIDNER SHERIDAN We want to get away from the hit or
mlee process of general obllgatlon bonds. It doesn't lend itself to an
ongolng program, such as we have in traneportatlon, where the needs are’
=uannual. L ' ‘ - . : .
 ASSEMBLYMAN BRYANT:  This program really addresses backlog,
and whatrgly am saying 1is, if you develop @ program  with general
'»obligatien‘bonds to deal with the backlog, we could be talking about
’.whether it would be a gasoline tax or another type of stable fundlng. i
CDMMISSIONER SHERIDAN: I guess, Mr.. -Chairman, my only answer

. to you is, we think we have a good program; one that makes sense; one

“.that can. work for: four years; and, if it. works the way we think it
»w1ll, the Leglelature will be only too w1111ng to refund 1t at the end
of the four years in order to continue it past ‘that time.

From my perepectlve in the Department, I want to get off the
' roller coaster of fundlng we have had with -general obllgatlon bonds.

' . We had a lot of' money in '68, we were down in the troth- f‘or 11 years, a

substantial part of that period without funding; we had a little money
in 1979; and, here we are, four years later, and we are out of funds.
We are not only 100 percent out of State funds, we dre out of matching
1funds, and we need those funds, July lst.

" ASSEMBLYMAN BRYANT: - Let me ask you another questlon. The =

'Gevernor s office muet have considered alternatives before settlng.Qp‘
the Transportation Trust - Authority.  Can you tell me what those
: alternatlvee were, and why they were' discarded >inv favor of the'
: Authorlty? | | j‘ o N
COMMISSIDNER SHERIDAN: I can't speak-4-

*_, SEMBLYMAN BRYANI. Or your Department - whoever7
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COMMISSIONER SHERIDAN: You know, we certainly thought about
alternatives. It was just loglcal to think about another bond issue.
I reJected that. . ‘ ,

'ASSEMBLYMAN BRYANT: Did you think about matching funds, or
increasing truck revenues and toll road authority funds;: setting
general appropriations at a set fee; and maybe setting the bonds_at»lO
- years? A :
| COMMISSIONER SHERIDAN: That is a lot of things at one'time.
I am not sure what you are asking. L

ASSEMBLYMAN BRYANT. Exactly what you have in your program

COMMISSIONER SHERIDAN: Did we think of that? R .r;f;

ASSEMBLYMAN BRYANT: Increasing truck route fees;. gettiﬁé
money from the - toll road authorities, and also an $88 million
appropriation from the Legisature; then hav1ng a general obligation
~bond for ten years; that is exactly the same as having a general
obligatioh bond and having the voters voté,onvit. It would still leave
you with a stable $3.3 billion. o

COMMISSIONER‘SHERIDAN: I think I have already expléined why
I was not personally in favor of general obligation bonds. I want to
put in place, if we possibly can, a long-term'meéhanism. That doesn'f
 provide it. _ ,
ASSEMBLYMAN BRYANT: So, you would be disagreeable to having
any sunset on this Authority? ' - , ' .

COMMISSIONER SHERIDAN: No, as long as the sunset, or review
perlod, is out quite a few years, I don't have a problem with it. ' '

ASSEMBLYMAN BRYANT: How many years? _

COMMISSIONER SHERIDAN: Out long enough to-- I think I would
need some advise from our ihvestment bankers on that question. Out
long enough to make sure 1t does not jeopardize the bondlng prov151on'
we have to put in place.
| - ASSEMBLYMAN BRYANT: Well, maybe I hiSunderstand that,

. because you are telling me that if it is out long enough to pay off the
bonds and not Jeopardlze the. market, it would do the same thlng as a
~ general obligation bond, except it d1dn't go to the voters -- because

you capped it and sunset 1t at that p01nt.
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_ _‘ CDM&ISSiONER SHERIDAN: - It won't do the ‘same thing, because
the Legislature, at the end of the four-year period can refund this
'periOd;”énd:QXtand, simulténedusly, the sunset.prOVisipn.' So;‘itbis .
not the same thinkj° ' | ' -
' - ASSEMBLYMAN BRYANT: If, in fact, the sunset provision you
_agree to ‘does that, I am saying it would be tantamount to the same
th;ng,.because‘of,the sunset -- unless we did something that would not
continue -it. . During that four year period, whilé we ate doing the
backlog, we could take other actions, whether they be a gasoline tax,
other bond 1seues, or other general approprlatlons, and we could do the
- same - thing.' That is always a pOBBiblllty, if, in fact, you agree to a N
- sunset. o ' o
COM“ISSIUNER SHERIDAN: I think you have completely lost me.
1 heard a lot of things, but I don't know what you are saying. .
, ' ASSEMBLYMAN BRYANT: Assumlng 'you agree to a sunset, a sunset
basxcally says that at some p01nt in time it stops. ' v
| -~ COMMISSIONER SHERIDAN: Yes. What I am saying is, if you'
want’ to put in a sunset that is out 20 years or so-- = S
| - ASSEMBLYMAN BRYANT: (interrupting) That's what 1 was trying
to get: to. ‘You are talking about 20 years?
COMMISSIONER SHERIDAN: VYes. |
ASSEMBLYMAN BRYANT: :Oh, okay. And, what would 1t do durlng
the period of time following the first 20 years? ; .
| VCGMMISSIONER SHERIDAN: If you wanted to have a revlew perlod

‘== 1 think that basically the review period is built iny because if it

doesn't work the way I see it working, I don't think the Legislature
will refpndtit after four years. What I am saying is, give us a shot. ,”
. Let us éhow'ydu we can do it. Let us sﬁow,you'thatiitris a éensible:,'
“mechanism that will work well from a financing point of Qiew, that the
projecta will move, ‘the Department of Transportatlon of New Jersey can
produce them, and at the end of four years, I thlnk the Leglslature ‘
3 wlll dec1de to refund this mechanism. ‘ - ' -
‘ ASSEMBLYMAN FOY:  Mr. Chalrman, I have a questlon.
“;Commlssloner, when, for example, we reformed the Workers' Compensatloni
© law. 1n 1980, we requ1red that ‘after a certain period of time they
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reporf, with respect to the actual workings and the progress of what
was refofmed,' to the ~Legislature, with recommendations from the
- Commissioner -- in this case that could be from you -- as fo what
changés should be ‘made, or whatever. Would you be amenable to
something like that, insofar as the legislation goes? You would have
to come back to us after thebfour year period, or whatever, and lay it
all out. That's what they did with Workers Compensation. We have made
some changes since that time in the Workers Comp law: Where things
they anticipated would work were not working, we changed them.
COMMISSIONER SHERIDAN: Sure. I think that is a legislative

prerogative at any time. . v , h

 ASSEMBLYMAN FOY: It seems to me it is sensible. You know,
this is new térritory;,to a certain.extent, and we are going to haye‘to
be flexible about how we approach it. I think we have to build in some
.sort of obligation on your part to give us an accounting.

COMMISSIONER SHERIDAN: I don't have any problem wifh that.

I don't have any problem, for. instance, with annual reports on our
progress, or anything like fhat. I would be surprised if, at the end
of the four-year period, the Legislature thought it was working fairly
well but saw some things that ought to be corrected. Or if the
Commissioner of Transportation saw some thingsbought to be corrected, I
would be totally 3urprised‘if,‘before it was funded for a second time,
théfe‘were not some changes made at that time. "
| ASSEMBLYMAN BRYANT;' Let me ask you a question then. When we
get to refunding, maybevI”get confused again. I understand when we go
into this progfam,v after the four years, we are going to pay $88.

million through general éppropriations for from 10 to 14 years -- or

whatever that period is. How do we refund that after four years?
| COMMISSIONER SHERIDAN: I think that is a legislative
decision to be made. It might be another $88 ‘million from
appropriations, assuming the level is the same -- $230 million; I think
it could be any number of things. | .
ASSEMBLYMAN BRYANT: Okay. Let's take it from four to ten,
or four to fourteen years. We are still spending $88 million. Where
‘is the refunding mechanism that we gét from the Legislature? We would

have to add more money, I would imagine.
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COMMISSIONER SHERIDAN: = Yes. That is what I am saying,

irefund it. I mean fund it a second time. Add some additional money.
 ASSEMBLYMAN BRYANT: More than $88 million?
o COMMISSIONER SHERIDAN: No.

ASSEMBLYMAN BRYANT: . You are ded1cat1ng $88 m11110n7

COMMISSIONER SHERIDAN: When I say $88 million, I am talking
,about an additional $88 million to maintain the same level.
ASSEMBLYMAN. BRYANT: Let me ask you another questlon.
, COMMISSIONER SHERIDAN:  (interrupting) My finance man is
'Itelllng me that -- for how many years? -- in order to extend it for

- three yeare, the total amount of new money needed would be $35 or $36

m1111on.~1
. ASSEMBLYMAN BRYANT: Is that the same level of Fundihg?
| COMMISSIONER SHERIDAN-- Yes, to extend it for three years --
~ beyond the four years. - o .
, ASSEMBLYMAN BRYANT' Okay. Extend what? I em confused now.
=:Extend our general revenues another $88 million? |
COMMISSIONER SHERIDAN°- No, if you wanted to contlnue the
program at the $230 million level, aesumlng that was the right number
- okay7 _ '
ASSEMBLYMAN BRYANT. Yes. 5 B ;
COMMISSIONER ‘SHERIDAN: (continuing)_ You could, by adding
_$36 m11110n a8 year-- '
ASSEMBLYMAN BRYANT: In what year? _ ‘
COMMISSIONER SHERIDAN: In fiscal '89, fiscal '90, and fiscal
o1, : ) | | | - | . S
| ASSEMBLYMAN' BRYANT:  So, in other.words, for the last 10
'yeers, we . would have to have-- - _ o
v ASSEMBLYMAN MARKERT° You are d01ng it for four years,. right?
ASSEMBLYMAN BRYANT: Well, there is a questlon as to- whether
it is for 1O years or 14 yeere.» If it is 14 years, there will be an
-addltional 10 yeers. | ' |
ASSEMBLYMAN MARKERT : With an additional payoff
-ASSEMBLYMAN BRYANT. I am hot sure. No one has answered that
"queetlon for me yet. : el
v'VV»COMMISSIONER SHERIDAN: The question[hasIbeen‘anewered;
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‘ASSEMBLYMAN BRYANT: Whether it is 10 years or 14 years?

COMMISSIONER SHERIDAN: The bonds are not all going to be
sold the first year. They are 10-year bonds: some bonds the first
year, some:the second year, some the third year, and some the fourth
| ‘'year. But, the $88 million has to'be availéble for a 14 year period.
| ASSEMBLYMAN BRYANT: That' s'right. That's my understanding.
Now, we are talklng bout an additional $36 for 10 years, . addlng $36 to
$88 -- okay? .

CUMMISSIUNER SHERIDAN: That's right. What we afe saying is
you could do it for another three years at the $230 million leyei,

ASSEMBLYMAN BRYANT: You would just be issuihg larger bonds
during that period of time? | . |

COMMISSIONER SHERIDAN: You would have to issue more bonds.

ASSEMBLYMAN MARKERT: Another set of 10-year bonds.

COMMISSIONER  SHERIDAN: It would still be mostly
* pay-as-ygu-go, but there will be some additional bonds.

ASSEMBLYMAN BRYANT: Do you think it would be prudent for the
taxpayers of the State of New Jersey, with such a large surplus, to pay
it all at one time in the first year? That way, they will incur‘ho
debt. - | | 1 -
COMMISSIONER SHERIDAN: I think it is impossible for me td
‘answer that question. I don't know or understand all of the cails on
.that money.v I don't know the size of the'surplus.b I uhderstand there
has been $600 or $700 million in requests with reSpect to those surplus
funds. It is 1mposslble for me to make that judgment. : :

ASSEMBLYMAN BRYANT: I understand the same thing, but it
seems to me that we had increased in almost every area, even before we
found out there was a large surplus. Transportation ~is such an
overriding need that in order to match Federal dollars and open up the
economy for New Jersey -- and at the same time not tax -or further
burden our taxpayers -- it would seem to me, since everybody is telling

. me that this is such an important thing to do, and we have ignored it

for so long -- and I agree with that, as Chairman of Transportation -- -

‘that if we have this one opportunlty this year, it would be a prudent
way to spend the surplus. -
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'60ﬂMISSIONER SHERIDAN.; I can't answer that questlon. I
thlnk the person who haes to answer that queatlon is the person who has
an understanding of - all the. other calls on that money. It wouldn't be
"true 1F there were another greater, or equally great, need. But, I-

don't know what they are, or what they might be. ' C |
| i ASSEMBLYMAN BRYANT. From your p01nt of view, is there a
. greater need? ‘ ' B
: COMMISSIONER SHERIDAN. I have to admit, I have a very narrow
focua.vf" : , ' ' R " o
ASSEMBLYMAN FOY: Maybe what we need is a way to bring in
Vaome'Ekecutiya participation, by having the Governor pledge to dedicate
. a’pprtion of whatever adfplué exists through the balanae.of his term,
“or terme, s the case may be, as a contribution to this.
| ASSEMBLYMAN MARKERT: It will probably be terms. | |
‘ASSEHBLYMAN FOY: - Well, that's possible. Maybe we need
vdedicated fﬁnding from the Adminisfration'as aart of the contribution,
then we cah'fadhce'what we- are doing to the truckers, and we. can get
the Governor to throw in $30 mllllon a year for the next six years, if
| 7he is gning to be Governor that long. ' o '
ASSEMBLYMAN MARKERT: If you have it. , ,
ASSEMBLYMAN FOY:  Well, if you have 1t. It is an. upset .
figure. If you don't have 1t, you don't use 1t, if you have 1t, you
use it. o : ' ) ' S .
ASSEMBLYMAN MARKERT:  Once again, I think we are addresaing

_an: unstable fuhding mechanism. We can't go- from year . to year, . not o

E know1ng what we have or what we do not have. , 3
o ASSEMBLYMAN FOY: Well, if you have all the other ones in
' place, then thst is bonus money. It c0uid5then go into the Trust Fund
to be used for additional years. | | ; .

You know, everyone is belng asked to participate in this
thing;, The Legialature 15 being asked to put their neck on line for 14
yeata, for $88 million. We don't have a cryatal ball to go into the
"bfuture with you are aware of that. '
s With reference to the other two, you are 901ng to assume the
. Authoa;txga,3will have poaitiva _fund balancaa, -and make that  money
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available over a period of time. That is an assumption that has the
potential for.instability. If your projeétions are corfect,_we will
'generate truck fees each year, and maybe then some if it keeps going --
if-we don't put them out of business.

We may need an additional upsef source, to a certain extent,
that has to be triggered in, to make up for any shortfalls with respect
to these revenues. You might get a recalcitrant Legislature; you might
get a Republican Legislature at some time that does not want to spend
any money. Thé fact- of the matter is, maybe we ought to be talking to
_ the Administration. Maybe we ought to have . the Governor here at a
hearing, and listen to what he is going to do with the balance of the
.surplus. : |
~ ASSEMBLYMAN MARKERT: Mr. Chairman-- | |
ASSEMBLYMAN‘FOYQ_VIF that sounds paftisan, it is only because
it is. - | | |
' ASSEMBLYMAN MARKERT: Mr. Chairman, if I may? ‘
ASSEMBLYMAN BRYANT: Do you wanf to ask some questions?

, ASSEMBLYMAN MARKERT : No, I want to make some general
statements, as has been done in the past few minutes. |

ASSEMBLYMAN BRYANT: Two minutes of general statements. The
Commissioner's time is valuable. I have other questions on the point. '

- ASSEMBLYMAN MARKERT: Thank you, Mr. Chairman. I agree with
some of the thoughts my colleague has expressed. I'donft“agree with
the hechanisms, because basiéally what we are éoncerned about is what
we feel is important for the State of New Jérsey today;' And,_creatihg
a form of‘étable funding-- Because we do not know what ié-going to
_come down in a year and one-half from now;.llhave no idea howvmahy 
legislétbrs wili.retain’their seats, nor how long it will take for them
to understand and know the problems we have in the State of New Jersey 
with reference to transportation. I think we have the knowledge and
“the information at this point in time in this Legislature, to know that
 un1ess the $3 billion backlog is immediately addressed and taken care
of -- and basically a good portion of this money is for that purpose --
we are going to bankrupt the State of New Jersey, with reference to

moving people, goods, and businesses throughout our State.
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'S0, I don't think we should eddress this politically. 1
don't think we cen address it es to the economy of the.budget -- its
“surpluses this year vefeOsvnext year or the year after, etc. I think
‘what .we have to do is to concern ourselves with establishing something
" that the State of New Jersey needs, and that is a firm, stable funding
,proceee in order to be able to address the problems. This may not be
. the answer, but it is the only one that I have seen down the line in
the exght years I have been here. I am willing to try to give it a
chance, because it seems to be the best solution we have been able to
find. = : ' |
“ We"ihn the Legislature can control this, and control it
completely. If things are not. working out in'a‘couple of years, we
!will have - the ~rights, ses a Legislature, to be able to do somethlng‘

about it. Thet is why I think it is so importent to put somethlng 11ke;’

.this on the books.

 ASSEMBLYMAN BRYANT: Mr.'Markert — and I don't to get into a
hlong dieloguey—-vthat is not necesserilyttroe -- that we will control
it. -We'have'not‘controlled any authority that has been creeted by the

State. We are: talklng about 10-year payouts end 14 -year payouts. I‘am' |

"',*not 80 sure we are going to control that anyway.

ALl 1 am seylng ‘is, this Committee is respon31ble to the

o conetituents of the State of Nek Jersey, and we are responsible. to do

thxnge.at the lowest cost to those constituents. We do have a huge
 eurplue‘.thie year. The Legislature is responsible to discuss that i
, surplue, ‘and where it is needed. And, if that can pay for one yeaf-4e
We are only telklng about a three-year backlog right now, assuming we
paid it all. . So, those. are issues I think we should: be discussing
_ here. They'ere“pertznent to whether they voters are going to pay more
hmoney;:fv ' S B , |

V Let me ask you a queetlon, Comm1531oner. What 1 want to know

is the concern your office and the - ‘Executive branch might have in

b,_esteblishing a new Authority. What it does is, as everyone ‘knows, it

by-peseee the voters end their constltutlonal rlght to vote on debt,
_which is something, in thie State, when we go to general obligation
'bonde, they vote on =- they vote on debt. I am not in fea: of the

28




voters if, in fact, this is so critical to the State of New'Jersey -
“which I believe it is. I belive, as a legislator, rebreéehting my

district, I would sell this to my voters because of what it will do'
economically for them, and what it will do for them in terms of jobs. 
They would then have the opportunity to decide if, in'Fact,.whatever
new debt is created and paid for by this State will be'something they
are part of,_ahd that they had something to do with the decision-making
on that debt. I don't see why we want to obfuscate that, and I would
like to know whether that was taken into consideration.

COMMISSIONER SHERIDAN: First of all, I would assume that we
had advise from the Attorney General's bond counsel that we are not
doing anything that takes away anybody's constitutional rights. We are
doing something that is perfectly .constitutional; and perfectly
permissible. ' '

The State has-- _

- ASSEMBLYMAN  BRYANT: Is it a mechanism to by-pass the
voters? Do they vote on these bonds?

COMMISSIONER SHERIDAN: If the question 1is, do the voters ,
vote on. these bonds, you know the answer to that and 1 know the
'anSWer; they ddn't vote on these bonds. Did they vote on the Bu;ldlngv
Authority bonds? Did they vote on the ‘Mortgage Finance Authority
bonds? Didrthéy vote on a.whole host of othérs? The answer is no, and
the reason is they doh't have to. This mechanism is exactly -- not .
-exactly,.but'it is quite similar to the Building Authority mechanism.
It is not exactly similar, but it is very, very close to what is done
there. It is very, very similar to what is done around the United'

States in a lot of other states. _
Basically, we have a Constitutional mechanism, ahd-this is
one man's view, but my viewiis that with a program where you need money |
‘on an annual basis, year in and year out -- unlike special purpose bond.
issues for things that are in many way discretionary -- transportation,
is not diséretidhary. It is the foundation of our economy. It is
somethlng that has to be attended to every single year. . -

ASSEMBLYMAN BRYANT.' I am 901ng to get your vote on a tax

yet.
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COMMISSIONER SHERIDAN:  The general obllgatlon bond' route 15 _

not the way to go. w1th transportation issues, in my judgment.

ASSEMBLYMAN BRYANT. .Let me ask you a couple of other-'

‘ .qaeatione;, As I understand 1t, when ana1y21ng the State's ‘debt

capacity; all State’lndebtedness is considered. Why would this type of - R

debt have a more positive effect on our rating than a generaI

obllgatlon bond. would, if any? Or does it?

COMMISSIONER SHERIDAN° Of course, all debt is going to be

considered in all its forms. I think the reason that comment was madeé

to u3«by one,of_the rating agenciea Wwas, they see the exact point I am%
»talkingiébout‘;-‘that there is some discipline to the process. It is!
not a bit&or-nlas thing. It is not risking the ecbnomy of this Statezb
by not, dclng‘what needs to be done by saying we are going to go at 0u£f
_business and we sre going to plen our business sensibly. We are notf

going to design projects for which there is no maney to build. We are -

going to decide what needs to be done, and we are 901ng to go out and

attack it on a systematlc basis.

I think what goes into the credit rat1ng is a lot more than

an analy91s of the debt; it 1a the general state of the economy. It is

the State's abllity to d1sc1pline 1taelf, among other things. They see :
this as adding ‘some discipline to the budgetary process and to the " -

. Department of Transportatlon s work. -

ASSEMBLYMAN BRYANT: Maybe you can explaln to me. what the fb '

' componente of the discipline are.

‘  COMMISSIONER SHERIDAN: Discipline is when we have looked at

our needs and decided what they are. We have now put a mechanism in
place which allows us to fund them. That is discipline. The other

:, part of the discipline is, the Legislature makes the commitment to fund

‘tham,vnat'én:a‘hit;or-misa basis, but over an extended period of time.

ASSEMBLYMAN BRYANT: Is it my understandlng the - Leglslature:

cannot make. that ‘same commitment, ua1ng the same type of foundatlon, on .

a general obligation bond? 1 am just asking a questlon.

COMMISSIONER SHERIDAN: * This is not. the place to be crltlcal R

of the Legialatura. (laughter)
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ASSEMBLYMAN BRYANT: I am trying to find out how we can make
one commitment and we can't make. the other, assuming we did'the same
thing -- as you said, assuming we had the same componénts. ;

COMMISSIONER SHERIDAN: Because once these bonds are sold,
“the Legislature will be fully committed to making the payments.

ASSEMBLYMAN BRYANT: That is with any bond issue.

COMMISSIONER SHERIDAN: It is true with general obligatiaon
“bonds, but look what has happened in the past. I believe this is true
of the 1968 bond funds, and I know it was true with the '79 bond
funds. The bond funds in 1979 were to be -- they were intended to be
-- an addition to normal appropropriations to match Federal dollars.
That is not what happened. As soon as that bond issue passed, the
State stobped funding matching funds for the Federal program.

ASSEMBLYMAN BRYANT: So, what you are telling me is, if we
pass legislation with the components of $88 million, $25 million, and
$30 million, the other parf of that is an obligation bond for ten
years -- which is completely different from the other types of bonds we
have ever put out in this State; we have generally issued 30-year
bonds -- and . that will not give the Legislature a signal of
obligation? I am trying to figure out the difference: so I
“understand it. , o ‘

COMMISSIONER SHERIDAN: That was their view, and I am trying
to read into what they said to me. But, they don't see, in the normal
general appropriations process, the same kind df commitment this
program gives to transportation. : : o v
' ASSEMBLYMAN BRYANT: So, it was néver really discussed; but,
we have never passed legislation Which put in components, for payment
of anything, like that before. ‘

COMMISSIONER SHERIDAN: That's also true. :

ASSEMBLYMAN BRYANT: So, therefore, they prdbably didn't
discuss it, or think of it. ' E

COMMISSIONER SHERIDAN: I don't know. _ : _

ASSEMBLYMAN BRYANT: Maybe we will ask them that. We’haVe
some of them. coming up to testify; we can ask them at that time. '

Are there any other states that use this method of funding

right now?
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COMMISSIONER SHERIDAN: 1 don't think there is any other

state that would have quite this mechanism, but 31m11ar mechanisms have

"been- used. For instance, approprlatlona bonds have been used in New'
York to finance the MTA- capltal program, where there is a commltment»

from the Leglalature'to make a contractual payment every year to the |

MTA;  on 'the"baais that bonds were sold, and to fund - the capltal', -

program. So, -yes, that: is one place vwhere is has been done.
ASSEMBLYMAN BRYANT" You convxnced me of exactly what I just
' sald, that if we make a commltment on the part of the Legislature to
general obligation bonda, we can probably do this that way also. 1 ,
~ COMMISSIONER SHERIDAN:  No. = We are talking - about - two i
tdlfferent thlngs. These are a commitment to make future approprlatons.
—on the b8818 of which bonds were sold to finance a capital program. ‘
ASSEMBLYMAN BRYANT: Couldn't. thls Leglslature do the same
’ thlng WIth general obllgatlon bonds?
. COMMISSIONER SHERIDAN " You can't do anything until. the
bvoters approve 1t, if you go to a general obllgatlon bond. ' ,
) ASSEMBLYMAN BRYANT: I am saying by statute; can't we- create |
- a statute which makes us obligated, assuming the voters approve that
bond, to make certain payments9 : o ' },
CGMMISSIUNER SHERIDAN:  The statute would be subject to-:-
,change on an annual basis. We have a statute on the books right‘now;
for instance for a local sid program, and it hasn't been f'unded in 12
. .yeara. _ , _ I o L e
: _ ASSEMBLYMAN BRYANT: Well, this statute will be subject to
change  toa. e - - o
| . COMMISSIONER SHERIDAN: ~ Once ‘those bonds are sold, M.
‘ 'Chairman, with all due respect, the Legislature would not’ be legally'
commltted to meke those bond payments, but in my opinion, there is no
way those bonds will not be pald, because to do so would wreak havoc
with the State's fiscal health. : , :
ASSEMBLYMAN BRYANT:  Well, I don't want to go around and
arOUnd on th1s.v I w111 ask one more follow-up questlon, because
otherw1ae 1 w111 be 901ng -around in a circle with this. It seens to me B
that if that can be done with this type of bond, if we pass leglslatlonf,
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that says we are committed to a general obligation‘bond, if it passes,
we have to be committed to make those payments. There is no
substantive difference in that obligation to stop us from payment,
because those new bondholders -- assuming the voters passed it-- That
would be a condition of those bonds. It would be a guarantee to their
bonds also, because there is a statute on their books that says the
samerthing as this would say to the Authority.
I'm wrong? Then explain it to me. I'm not good in finance.
COMMISSIONER SHERIDAN: I think once the bonds are sold, the‘v
Legisléture will be committed to making sure that the debt service on
those bonds is paid. Every other mechanism,. where there is a )
commitment by statute'is something that the Legislature could renege on
the following year. | I
ASSEMBLYMAN FOY: Commissioner, let's get to another matter,
as far as the commitment is concerned. While you are saying there is
.ho legal commitment, it is a moral commitment. The fact of the matter
is, if the Legislature were to. fail to appropriate the $88 miilion, and
the bonds were jeopardized, it would be encumbent wupon the
‘ Transportatidn' Authority to sue the Legislature on behalf of those
bondholders. Because, obviously, the bondholders are going to sue the
State Transportation Authority. So, we ére going to get into a round
robin litigation on this one if we fail to appropriate the money. o
: COMMISSIONER SHERIDAN: Assemblyman, I-- .
‘ASSEMBLYMAN FOY: (interrupting) And, the court is going to
order us to ahpropriate it, that's the bottom line. This is as legal
and binding a commitment as you‘can perceive, without putting it in
binding terms, in writing. |
-COMMISSIONER SHERIDAN: That's my point. _
ASSEMBLYMAN FOY: You are exactly right. There is no
question about that. We have to come up with the mbney every year, or
we are in a position to be the recipients of litigation regardlng a
breach of faith with respect to those bondholders. There is no
questlon about . it. ' -
_ ASSEMBLYMAN BRYANT: = My p01nt is, you can do the same th1ng
by statute with general obllgatlon bonds.
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ASSEMBLYMAN FOY: That may be. That is not the issue I am
Aaddre331ng o - ' B ‘ R
_COMMISSIONER SHERIDAN: I guess we have a disagreement -- a
_large dlsagreement -- on that point. ' L S o
| ASSEMBLYMAN BRYANT. Are there -any other queetions? .
(negatlve response) B | ' o
‘ Commissioner, thank you for your teetimony.' We appreciate

your appearance before the Treneportatlon Committee. |

COMMISSIONER SHERIDAN- - Thank you very much.

ASSE”BLYMAN»BRYANT" We will now take a two-mlnute break.

| o (Two Minute Break)
vAfTERvREBESS%

ASSEMBLYMAN BRYANT: Our next witness will'be Mr. -Nicholas
Capozzoll. ' v o | | s |
. NICHOLAS CAPOZZOLI:  Mr. Chairmsn, members of the Committee, I thank

you for allowing me to testify this mornlng. My renarks will be quite .

d brief. I have a wr1tten statement prepared, and 1 w1ll be happy to
"anewer any questlons you might have w1th respect to my testlmony. '
o My name 1s ‘Nicholas J. Capozzoll, Jr., and I am a member of.

the law firm of ‘Mudge Rose Guthrie Alexander & Ferdon. .My firm has

acted as an advisor in the’ draftlng of thls bill. I would now like to
. read from my prepared statement, if I may.A - o
: This - bill, if adopted, will establish the New Jersey
~Trensportation Trust Fund Authority, whose purpose will be to aid in
“the payment and f1nanc1ng of transportation prOJects w1th1n the State‘
.of New Jereey. ' .

“In furtherance of this purpose, the Authorlty is granted the
power to borrow money and to issue bonds. It is contemplated that
bonds_of the.Authority would be principally secured by amounts paid‘to

_the Authority from the General Fund of the State. = In addition, the

: proposed lagielatlon would authorize the utilization of any amounts
.'recelved from the State toll road authorltles for the payment of debt~r
-servxce on‘thelAuthorlty s bonds. The leglslat1on would also perm1t<,’
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the . Authority to transfer amounts received from either  of the
_aforementibned sources directly to the State to pay transportation
 _project costs. »

The proposed legislation expressly provides that the State‘s'

_payments. to the Authority are subject to and dependent . upon -

appropriations being made from time to time by the Legislature. Thus,
“each year money for the State's annual payment must be approved by the
Legislature through the usual appropriation process. .

‘ The proceeds of bonds issued by the Authority will be paid
over to the State Treasurer for deposit in a Special Transportation
Trust Fund to be used for transportation purposes. The expenditure of

:'amounts from this Fund by the Department of Transportation can'be made
‘only pursuant to appropriations or authorizations made from time to
time by the Legislature. ‘ '

» The Authority will be created to accomplish two principal

~ goals. First, to structure a program and raise funds to finance the
State's trénsportation program in a manner acceptable in the financial
marketplace; and, second, to make certain that the program 'is legally
feasible. | ' | ”
‘ The issuance of bonds by a public entity, secured by state
payments that are subject to appropriation by a state legislature has
become aﬁ acceptable and recognized form of fihancing, both within the
State of New Jersey and elsewhere.
_ In New Jersey, the State Building Authority has issQed'bpnds
secured by State lease payments which are subject to and dependent upbn_’
iappropriations being made by the State Legislature; In addition, bbnds
have been issued by counties in New Jersey, pursuant to the County .
- College Bond Act, to finance the State's portion of the capital cost
for county éolleges. These bonds. are secured by péyments from the
State which are subject to legislative appropriation.
Both“of the aforesaid financing structures have passéd
Constitutional muster in cases decided by the New Jersey Supreme Court.
Deviating from the text a littie bit, I might cite the
cases. One is Holster v. The Board of Trustees of Passaic College,

which was deciced ih,l971. And, the second case, dealing with the
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"Bu11d1ng Authorlty, was Anorato v. The New Jerey Bu11d1ng Authorlty,
whlch was: dec1ded in July, 1982. ' ,
' ASSEMBLYMAN BRYANT: Do you have the ‘citations 'on those
.cases? ' . - o B
© MR. CAPOZZOLI: I can get them for the Committee.
" ASSEMBLYMAN BRYANT: I would appreciate that.

MR CAPOZZOLI: - In both of these cases the court recognlzed
that even though it was contemplated that approprlatlons would be made
aby the State Leglslature, there was no legal obligation on the part of

",the State to do so and, -therefore, a debt of the State was not created.

In tha State of New York, the Metropolitan Transportation

Authorify has issued over $500 million aggregate principal amount of =

‘bonds,waachad‘by service contracts with the State of New York. These -
contracts provide that in consideration of the operation of_the<Statefs
commuter railroads and transit facilities by the MTA, the State will -

“make paYmanta for costs incurred ih such operation, including debt

servxca on bonds issued by the MTA. The payments under these service
'ucontracta are aubJect to legislative approprlatlon.
; ’ Therevls also precedent for the use by a public autharity of
~funds génaratad by another public authority. Pursuant to statute,]tha>j
| New“YOrk MTA receives funds from the Triborough Bridge and Tunnel
- Authority. ~ Some figures that I have obtained indicate ‘that the
Triborough Bridge and'Tunnel Authority, in 196}, transferred to the New |
York City Transit Authority -- which is controlled by the MTA =~ funds.
of over $104 million, and transferred directly to the MTA amounts over
$83 miliion; The MTA has issued over $400 million in bonds, secured in
part by thase revenues.. : , ,
In conclus;on, the plan contained in 'the"NeW"Jersay_
~ .Transportation Trust Fund Authority Act of 1984, is one intended to
aprovide a reliable method to aid in the payment and f1nanc1ng of the
- State' -] transportation needs in a manner acceptable to the financial
' marketplace, and permittad under tha Conatltut1on and laws of the State
of New Jaraey. Thank you.
ASSEMBLYMAN BRYANT: Mr. Capozzoll, you are. not talk1ng about
“their f1nanc1a1 stabillty, you are saylng it is legal to 1ssue these 
types of bonda?
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'MR. CAPOZZOLI: Yes, sir. I am a lawyer, and I speek to the
legalities.

ASSEMBLYMAN BRYANT: Have you represented any other states
with regard to the 1ssuance of these types of bonds? -
_ MR. CAPUZZULI. My firm represents _the = Metropolitan
‘Transportation Authority -- the New York MetropolitanzTraneportation
Authority -- which I just referred to.

Bonds which ere issued, subject to payments from states that
appropriate funds to secure them are generally acknowledged .in the
marketplace, and this is done very frequently.v As a matter of fact,

the Albany Mall was financed in such a matter. I guess they issued

" bonds that totaled somewhere in the amount of $1 billion. Those were -

secured similar to the way your’Building'Authority does it, by leaee_
- payments from the state. But, here again, those lease payments are
“subject to eppropriation by the state legislature, and there is no
legal obligation on the part of the state to make those payments. So,
they are not considered debts of the state within any constitutional
‘prohibition. - ‘ _ » ‘
ASSEMBLYMAN BRYANT- Let me aek you another question} Do you
represent any authorities 1n the State of New Jersey, or does your firm
represent any authorities in this State? _
MR. CAPOZZOLI: Do we represent any authorities in the State
of New Jersey?
ASSEMBLYMAN BRYANT: Any authority, or any subdivision, in
-the State of New Jersey? Do you represent this State in a bonding
capacity? . ' : ,
MR. CAPOZZOLI: Yes. We have represented the State in the
igssuance of its GO bonds. - _
ASSEMBLYMAN BRYANT: Let me ask you another question.
Assume you had the same dollar mechanism, and there was ,a‘vstatute
passed, .obligating the State Legislature to create $88 million, $25
‘million, and $30 million on the basis that we would paee a general
revenue bond -- sort of tne same way you did it with the toll
authorities. In the agreement it would say: "If you don't enact this

piece of legislation, the money doesn't come."
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AééUming_we did the same type of thing by legislation, and
the vote taken was'to pass the general obligation bond. = The State now
passes theAétatute,’saying: ‘"We will contribute $88 million; we will
contribute $25 millions or, we will contribute $30 million." In your
expérience, would that have the same- effect as these other - types oF i
bonds would have7
| MR. CAP02ZOLI: The same effect in what manner? .

~ ASSEMBLYMAN BRYANT: In terms of it being legal. |
 MR. CAPOZZOLI: Oh, they would be legal all right. If you
are talking about passing legislation which would authorize the
isauahbe “of vgénerel obligation' bonds for theée pufposes, and that
',legislatlon were to be submitted to the voters and passed, I'assume
that would be & legal mechanism. - , -
' iASSEMBLYMAN BRYANT: But, I am also saying it is a statute'
~which would say the State Legisiature will commit $88 million a yéar
during the cdﬂrsé of those bonds, assuming they were for ten years; $25
million from another source, assuming that the toll authorities were in
' agreement to do that; ‘and, $30 million from truckers, or whatever.
| WOuld thet nge more force and weight to those bonds?
, MR. CAPOZZOLI: Well, when you say glve ‘more force and weight -
to the bonds, I-- - S
© ASSEMBLYMAN BRYANT: (interrupting) We would have created a
-mechanxam in order to pay bonds, similar to what you are doing. .
'MR. CAPOZZOLI: Are you suggesting that the legislation which

* would commit the $88 million, would be committed to the payment of the
general obllgatlon bonds?

ASSEMBLYMAN BRYANT: Yes. , : :

MR; CAPOZZOLI: Weli, you could do that right in the
legislation authorizing the bonds themselves, and that is voted on by
the voters. Under the New Jersey Constitution, any general obligation
bonds that are issued by the State are required to have a way and a
means: to pay those bonds. So, you will find in many instances there is
- a provision, for instance, vwhere a sales tax will be utilized to pay
v,the bonds.->* . ' |
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» However,. in the last analysis, they are bottom-line secured
by the full faith and credit of the State, and ad valorem taxes can be
levied to pay the bonds, if necessary. That is really how they receive
_ their Triple A Rating at the present time. '

ASSEMBLYMAN BRYANT: Thank you. Are there any questions?
ASSEMBLYMAN FOY: I have a question. This Qas mentioned
before by Commissioner Sheridan, and it had to do with a hypothetical
scénario, where some obstreperous legislature decides they are ‘not
going to fund the $88 million in a given year. I notice, on page two
of your'statement, you said, "In both cases the court recognized that
even though it was contemplated that appropriations would be. made by
' the...legislature,‘there was no legal obligation on the part of the
State to do so:..." Have you -had any experience with a situation where
- this has occurred -- where the legislature refused to fund these moral .
obligations, as the Commissioner termed thém; and, has litigation been |
engendered as a result of that failure? Are you aware of anything like
- that happening? , _
MR. CAPOZZOLI: I am not aware of any such instance. I would
have to say that when these bonds are sold, I assume they will be sold
on the basis of an official statement, which will be distributed with
the bonds, to the prospective bond purchasérs. Certainly, that
official statement will make it abundantly clear that bonds are payable
from certain sources. Some of those sources Qill be by appropriation--
mainly, they will be by appropriation from the state. And, invbold '
letters, it will advise the prospective purchasers that there is no
legal obligation on fhe: part .of the 1legislature to make the f
éppropriations needed. | o
- So, as far as litigation being commenced, I can't say it~will.
not be commenced, but they‘wbn't>have a leg to stand on, bécause there
was no légal obligation to pay on the part of the state, and that is.
the basis upon which they bought their bonds. '
ASSEMBLYMAN FOY: Right. Then that engenders my second -
question, which is: Doeé that not then, since they become éoméwhat
higher-risk bonds,  affect thé-marketébility'of‘those bonds? Are we
likely to have - a less favorable rating because of this financing

mechanism?
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'MR_; CAPOZZOLI: = First of all, I would like to make it clear
' that I _am not a financial advisor. I am a lawyer. 'HoweVer;' my
. _experlence hae been that a bond of this nature would have a rating of
one _notch below whatever the rating of the state is, because there is
" no full faith and credit behlnd them. :
: ASSEMBLYMAN BRYANT: Does that translate into what one’ pays :
1n polnte, from your experience? : o
'*‘;“ MR. CAPOZZOLI: Most certainly, a lower’ ratlng would have to-
be reflected in the 1ntereet rate on the bonds, yes. ‘ '

ASSEMBLYMAN FOY: Lower rating, higher interest -- right?

,MR. CAPOZZOLI: ‘Here again, I think there are people from the
finahciel world here today. Certainly, someone can correct me 1f I am
. Wrong. I am Just drawing from my own experlence.

R ASSEMBLYMAN FOY: Thank you..

ASSEMBL YMAN BRYANT' I am going to go to Mr. Markert and then
“to Mr. Cuprowekl. ‘ , o

_ _ ASSEMBLYMAN ~ MARKERT: Thenk you. Mr. Capozzoli, with
" reference to the same topic, what would happen if the state wanted to
reneoe on the bonds that were sold under this Authority, bonds which,
a8 you stated, had in bold letters that there would be no commitment by
"'the state, and, therefore, would give no legal process by ‘which they
 could be satisfied due to default? What if the bonds were not paid?
" If you could just follow up on that, as an attorney, could you tell us
3‘whet would happen legally in that case?

MR CAPOZZOLI: ‘Well, as a legal matter -- as I mentioned . -

ibefore -- a bondholder may choose to sue. I will reiterate that he

_twould not have a leg to stand on because the document selling the bonds |
to that pertlcular purchaser would have made it clear that he could not
b1nd future leglsletures with this type ‘of bond; there- would be no
legal - obligetion on the part of the leglslature to make an-‘
aapproprlation.k Therefore, with no legal obllgetlon, there is no legal_
- basis for & law suit. o ‘

- However, if aeppropriations are not made, and 1f, as a result -

- of the approprietlons not being made, bonds by a state euthorlty go .

© into default, most certelnly I would have to th1nk that would have an
effect on the credit ratlng of the state.; : ‘
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Now, purchasers who buy the bonds, and the rating agencies
who give the ratings to these bonds understand that. That is why the
rating agencies are able to rate them so high.

For instance, with respect to the State of New Jersey, if New
Jersey had a Triple A, this type of bond probably would get a Double

A. . Again, I hedge Because I an a lawyer; I am not a financial
'adviser. So, it is certainly recognized by the rating agenéies that
they would expect future state legislafures to meet the obligationé of
previous administrations and legislatures by making those payments.

You have a perfect case in point in your area, in Camden. I
- represented the South Jersey Port Corporatidn when they had their bond.
" issue, mény, many ‘years ago. Those were moral obligatidn bonds, and
because of the conditions down South, it has been very difficult for
the corpbfation to raise the reyendes required in order to make the
debt service payments on the bonds. So, the legislature has had to,
for many years, make payments for this debt service reserve in order to
pay these bonds. That is what we call the moral obligation bond.

| Let me give you another example -- I hate to tell you this,
' because you must think I represent every aufhority in New Jersey, which
" is ‘'not true -- we wefe' bond counsel to the New Jersey Sports and
Expostion Authority at the time the New York Giants were brought over
to New Jersey. At that time, it was very difficult to try and sell
bonds that were going to .be backed by tacing revenues, and the only way
they were capable of selling those bonds was to put the moral
obligation of the State behind those bonds. The Legislature did that.

They authorized that moral obligation. It was given. it was done,
and today we have refunded those bonds. There is no longef any moral
" obligation, as you know. Some of those bonds were actually refunded
vthrough a guarantee by the State; because it reduced their debt service
requirements.’ , |

This is a recognized form of financing when'used properly;
| And, I submit to you that this is a proper instance for its use.
ASSEMBLYMAN FOY: All right. But, at the outside,iwe may be
“exposed to a little higher premium with respect to the fact that we are
not going to have'avTriple A Rating, we may have a Double A Rating. o
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;MR.kCAPOZZDLI: 1 WOuld'eay that generally’speaking, if you
 have a general obligation bond of the State which runs 20 years, and

you then . set up an appropriation process for an identical type bond, I

would have to ‘assume you ‘would pay a higher interest rate, because one 
| ‘bond would be rated higher than the other. '

ASSEMBLYMAN BRYANT: Mr. Cuprcn«ls-xkl.'7

ASSEMBLYMAN. CUPROWSKI: Yes. You made some statements, and

V'you made reference to public authorlty funds generated by another

’ ‘publlc authorlty. You made reference to the fact that the New York MTA

1 Urecexvee funds from the Triborough Bridge and Tunnel Authorlty.
'  MR. CAPOZZOLI: Yes. ,
ASSEMBLYMAN CUPROWSKI: Is that'a similar arrangement to. the.
;proposed piece of leglsletlon we are’ draftlng, which states that this
Authority may enter into contracts with the State's toll road
'authorltiea, who can prov1de funds to thls partlcular Authorlty7l
‘Obv1ouely, that would be done by contract -- th1s Authorlty versus the
toll road authorltlea. "I was wonderlng if that is a similar
"errangement to the one you c1ted7 ,
_ MR. CAPOZZOLI: I am not too sure that is actually a
_contractual arrangement. They may actually be provided for by statute.
. NASSEMBLYMAN CUPROWSKI:  As opposed to the  contractual
barrangements between the two authorities? o
»MR. CAPOZZOLI: Yes. I cannot swear to that, but that may be
a . stetutory provision, as distinguished from a contractual
_ arrangement. The effect is the same. I believe most of the dollars
" turned over are surplus-type dollars that are used by the MTA. -
~ ASSEMBLYMAN BRYANT: Mr. Gill?
‘ ASSEMBLYMANCGILL: I have just one quickAQUestion.v You talk "
" about the possibility of what this may do to the credit rating, and so
b_forth.A‘ >What; in your experienee, was the experience‘"of the

L tMeadewlahde? Understanding that New Jersey's credit rating is Triple -

A, what wes the credit ‘rating on the bonds for the New Jersey
) Meedowlands exposition? Was it Double A? | '
; H - MR. CAPOZZOLI: » When they were orlglnally 1ssued on the moral
B obhgation, I thlnk they were rated one notch below the. State. It is
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- have you? -

.different today, because there is no moral obligation bond. They are
strictly secured by the revenues generated. So, they are somewhere in
- the A area -- Single A, I think. ‘ ,
ASSEMBLYMAN FOY: Would you anticipate -- 1 guess ﬁhis should
be addressed by. one of the financial experts -- any difficulty in

having theseibonds sold -- picked up by the general public, ‘or what

MR. CAPOZZOLI: I would think not.
ASSEMBLYMAN FOY: Okay.
 ASSEMBLYMAN BRYANT: Let me ask you another questioh: Do you
know - of any_@ther state that has set upban Authority, such as the one
.-being contémplated,- where there is a pass—thrbugh and they have no
assets? ' - , '
MR. CAPOZZOLI: They have no assets?
ASSEMBLYMAN BRYANT: From my understanding the Commission
will have no assets. It is a complete pass-through. |
' MR. CAPOZZOLI:  Well, certainly, all of your industrial
development authorities are in the nature of just funding authofities.
‘I.Fthink your EDA here in New Jersey -- and they have Industrial
Development Authorities throughout most of the states -- just'acts as a
funding agency; they have no assets; they are not liable on the bonds.
A _ ASSEMBLYMAN BRYANT: They don't have the moral obligafion of
the State of New Jersey? ' _ '
MR, CAPOZiOLI:A They don't have any moral obligation, no.
-ASSEMBLYMAN BRYANT: Do you think that has any effect, when
there are no assets in an authority we give a moral obligation to? It
seems to me that would be a factor.
| MR. CAPOZZOLI: Well, when you say it has no effect, I think
in the financial marketplace, it is not going to have an effect; I
‘think people are going to understand what is being done, and it is not
~ something ‘that has not been done before. The only point you are
Bringihg uh is that they do not have any physical assets. In other
words, they are just passing the funds through, back to the State of

New Jersey so these improvements can be made.
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ASSEMBLYMAN BRYANT:  That gets to another question. In
areae; such as MTA, they do have assets of their own, and it seems to
~me in ahy'bond markef,that I can think of, where there are some aSSets;

‘even thédgheyduhhave-a moral obligation of the state, there are some
 assets to attach to besides just the state's moral obligation. That is
'why I asked the question: Do you know of any place where the state has
nglven a moral obligation to an authorlty that has absolutely no assets7vb

‘ - MR. CAPOZZOLI: I cannot think of one at this time. However,‘d
I would -~ and, here again, I am not a financial adviser -- not believe
,that_ethe"pureheaere of bonds - look to the aseets of the particular
~ authority, unless they'ere going to get some first mortgage lien on
those assets. I think you are really selling those bonds on the basis
of the oblxgatlon of the state to make the payments. .
: ASSEMBLYMAN BRYANT: . Then it is v1rtually like a general
obligation bond? | o | _
MR, CAPOZZOLI: It is not like a general obligation bond -
because-~ y - ” ' |
' ASSEMBLYMAN BRYANT. (interrupting) Aside from the rating;
we get a better ratlng . o :
MR, CAPOZZOLI: I tried to explain to you that the difference
is, there is no legal obligation to pay. Since there is no legal
obligation to pay, the rating agencies have decided that you can not
~ have the same rating. So, usually, it is one notch below. '_ _Bdt, the -

difference is, there is no legal obligation to pay, insofar as the

" appropriation- for bonds is concerned; and, where general obllgatlon"'

bonds are concerned, there is a legal obllgatlon to pay.
ASSEMBLYMAN BRYANT: Mr. Cuprowski?. ,

' ASSEMBLYMAN CUPROWSKI : One final question. . In 'yourv'
v‘conclus1on, you state that this method’ will prov1de a rellable way to
aid the payment of the f1nanc1ng I am Just wonderlng, is it your
opinion that this would be the preferred method, or the recommended

"“method of financ1ng7

- MR. CAPOZZOLI' I really don't thlnk I could speak ‘to - that.
I can say this is a legal method of financing that has been accepted'
'5before. . Bqt, as to whether one is preferred over another, "1 don't
think“iﬁcah reaily speak to that as a lawyer.

44




ASSEMBLYMAN CUPROWSKI: All right. Thank you.

ASSEMBLYMAN FOY: Just as a follow-up- to : Assemblyman
Cuprowski's earlier question, do you ‘Feel it strengthens the
relationship between the Trust Fund Authority and the authorities it
may enter into a contractual relationship with, to have prior statutory
éuthority, similar to New York's relationship with their authorities?

In New Jersey we are simply going to do it by cohtract,'
pursuant to this legislétion. Do you feel there is a need fof, or that
it strengthens or enhances the situation if we have afvseparate,
'authorizing statute regarding these types of relationships?

~ MR. CAPOZZOLI: I don't know that it would beQAQéé, as 1
1understand the‘legislation here, there is authority for the toll road
authoritieé to enter into such arrangements with this Authority. So,
there is recognition given to this by the Legislature, in contemplation
that this would be done. 1 think this is pretty strong. ’

ASSEMBLYMAN FOY:’_Do you have any background knowledge as to
why it was done by statute in New York? o '

MR. CAPOZZOLI: No. Again, I hedged on that one a little
bit. » .
ASSEMBLYMAN CUPROWSKI: May I ask one more question?

MR. CAPOZZOLI: Certainly. .
ASSEMBLYMAN CUPROWSKI: It is a hypothetical question.  Since
both Authorities have the authority, by statute, to enter into
contractual agreements,v what would prevent them-- If, five or ten
‘years down the road, one of those Authorities were to get into
financial difficulty, cled it be reversed? Could we appropriate  money
for them if they needed it? What control would the Legislature have
under those conditions?

MR. CAPOZZOLI: Lét me see if I understand your QUestiOn. .
You are posturing that one of the toll road éuthorities enters into an
agreement with the Transportation Trust Fund Authority?
| * ASSEMBLYMAN CUPROWSKI: That is correct. | |

MR. CAPOZZOLI: And then, down the road, the toll road
authority runs into--= S ‘ ‘

ASSEMBLYMAN CUPROWSKI : (interrupting) Financial difficulty.

45



_ - MR. CAPOZZOLI: (continuing) =--financial difficulties, which
" would reeult in the inability on the part of the toll road authorlty to-
make its payment under -its contract? . , :

ASSEMBLYMAN CUPROWSKI: That could be part of 1t, but,‘to
extend that, suppose they needed additional money7 - R
MR, CAPOZZOLI: The toll road authority needed additional
funds? | R |
_ 'ASSEMBLYMANYCUPRUWSKI. Yes, for whatever reason -- capital
"1mprovement or whatever -~ would they have the authorlty to enter into

an agreement, without coming back to the Leglslature to provide those

" funds, if that was their w1ah, and if they contractually agreed to do

' 7'fthat?

MR. CAPOZZULI- For this Authorlty to prov1de funds to one of
~ the toll road authorities? ' f
‘ ASSEMBLYMAN CUPROWSKI:- That's correct. ‘Rightenow,‘it is the_
‘other way around. B | ' :
o MR - CAPQZZOLI: Yes. There is no authorlzatlon, as’ far as I
‘know, under thls leglslatlon which would permlt that ~kind of - -an
arrangement, v ‘ : -
ASSEMBLYMAN BRYANT. I guess, to follow Op'on that, he is.
aaklng if there is any prohibition? o ' ) '
MR, CAPOZZOLI: Well, I think the ‘prohibition is in the
sp301f1c1ty on how the funds are to flow through this Authorlty. In
other words, we specifically set forth that appropriations are made by
“the State‘to this AUthority."Then, in turn, it specifically states
that funds ‘are then paid over to the special trust fund held by the
State Treaeurer, upon certification of the Commission as to the need. '
 ‘There is no provision here for ‘those dollars to flow in any
other manner, so I would have to say under this leglslatlon that would '
'not be possible -- at least as it is now drafted.
~ ASSEMBLYMAN GILL: But, there is nothing to 1nh1b1t one of
 the highway authorltlea from aaklng for, and looklng for, generatlon of
‘more -moneye, so long as their contractual arrangements wlth the 2
fDepartment of Transportat1on are met’ , ‘ ' |
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MR. CAPOZZOLI: You say nofhing would prohibit it.. I am
.saying, as a practical matter, it would not be able to flow in that
manner. The way it is now drafted, all funds are going to'flqw through
this Authority, back to the State, into that spécial transportation
fund. There is no other flow out, as it is presently drafted.
' ASSEMBLYMAN GILL: Okay. Thank you.
N ASSEMBLYMAN  BRYANT: Are there any further quéstions?
(negative response) Thank you Qery much, Mr. Capozzoli. _ '
~ MR. CAPOZZOLI: Thank you very much for your attention.
ASSEMBLYMAN BRYANT: Would anyone else like to testify at
this hearing? , ' ‘ |
ASSEMBLYMAN MARKERT: I think I might like to add, Mr.
Chairman, that if there is someone in the audience from the financial
end of this who could give us a little input as to how acceptable these
bonds might be, and just what rating they might have-- Since we have
had so many questions along'those:lines this morning and both of the
people who addressédv'us stated that they were not in the financial
market and they could not accurately give us that 1nf0rmat10n, I thlnk
~maybe this is what we should look at right now. : .

_ ASSEMBLYMAN BRYANT: Mr. Markert, I just asked if anyone
-wanted to testify. If anyone wants to testify, they can. A publlc
hearing is not held to force peopie to testify. If someone wants to
- testify, please come forward. v | :

” ASSEMBLYMAN MARKERT: Well, I would like to have someone From
_the Flnan01al market come before us because I do have some questlons,‘
~if is anyone is willing to come forward.

(At which time two gentlemen from the audlence volunteer to testlfy)
MARK MEYERS: Mr. Chairman, my name is Mark Meyers. I am from Dilon
Reed. 4 h

ASSEMBLYMAN BRYANT:. You are from where?f
MR. MEYERS: Dilon Reed.
THUHAS BOUST° I am Thomas Boust, from Bear Stearns and Company.

ASSEMBLYMAN MARKERT: Do you' gentlemen have a prepred text?

You have come with nothlng, correCt -- just information that we might
~ be looking for? . f ' .
MR. BOUST: We are here to answer your questions.

47



.ASSEMBLYMAN.FDY; Before you start, 1 realize you afe‘with
‘these cempanieegi I assume you are not blerks, or whatever. -Tell us a
,llttle bit asbout your background, so we know who is speaking. o
" ASSEMBLYMAN' BRYANT:  That would be helpful.

MR. MEYERS: I am Vice President of Dilon Reed. I have been, :

- w1th them for ten years. I am in the mun1c1pal flnance area.
~* ASSEMBLYMAN BRYANT: What do you do, munlclpal f1nance7
MR. MEYERS: Municipal finance. IR o ,
 ASSEMBLYMAN BRYANT: . Not state finance, but municipal
finance? | | o | o
~ MR. MEYERS: State tax-exempt finance.
~ ASSEMBLYMAN BRYANT: Okay.
, MRg BOUST: I am also part of the Publ1c Flnance Department
| ;at Bear Stéarhs.' I have been witp ‘Bear Stearns approxlmately a year»
-and three-quarters. Before that, ‘I had publlc sector experience with
New”thk'Stete. ' . - ' _
| ASSEﬁBLYMAN BRYANT: Do you have any testlmony for us at all
concernlng the issue of finance?
MR. MEYERS: 1 have no prepared remarks.
MR. BOUST: We would be happy to answer your questions.
ASSEMBLYMAN BRYANT:  You Just want to answer questions?
Fine. - We are open for questions. - . ‘
. ASSEMBL YMAN MARKERT. Thank you, Mr. Chalrman. Gehtlemen, I
don‘t know how long you have been 81tt1ng in the room, but I ~guess you
bheard some of the questlone that have been asked on the flnan01al end,
‘that both the Commlasioner and the lawyer who was before us were able
~to answer. Can you give us- any input, or any enllghtenment, with
" reference to how these bonds would be accepted on the bond market?
With the Triple A Rating New  Jersey now enjoys, woﬁld' that be
~ affected? Would our current rate be affected? Just what would be the
’ -effectual rate of these bonds, and how acceptable would they be under
_thls particuler Leglalature, as 1t is established? ' »
o MR BOUST' Could you break that questlon 1nto a couple of
pieces, and ask one at-a time? ‘That one slid by me. v
| - ASSEMBLYMAN BRYANT: . If you  can flgure out the questlon,
answer 1t.‘ : : o
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MR. MEYERS: I think you heard testimony today about this
proposal. The type of financing that is béing proposed here is not
~ something that is brand ﬁew. It has been done in other places, and
with réally significant and large -issuers; It  has “been a very
recognized vehicle in the financial markets. _ '

ASSEMBLYMAN BRYANT: Maybe you can give us an idea of how it
has been done. ‘ |

 MR. ‘MEYERS£ Ihe' MTA transaction -- ‘the service contract
bonds, which have been discussed here earlier. -- and the Building .
Authority that you have here in New.Jersey are not too dissimilar. o

I take it you have also heard comments today, regarding the:
'rating.agenciés views, from the Commissioner as well as Mr. Capozzoli.
I think what they said was accurate, ’in terms of how the rating
"agencies would view this bond, vis-a-vis a general obligation rating.
In essence, it would be one notch below it.

‘Sa, 1 think the way it is set up, you are not breaking
absolutely new ground. - The market has seen this type of instrument
before, and it has bought'this type of'instrument before. You will be
going out with a type of 1n3trument which, in all likelihood, will be
rated Double A, which is a hlghly—marketable plece of paper on the
municipal market. ‘

ASSEMBLYMAN BRYANT.' How much does that cost in percentage
points? ; ' | |

* ASSEMBLYMAN FOY: Yes. What is the difference in percentage

points from Triple A down to Double A? ” ‘

MR. MEYERS: Probably around one—quarter

ASSEMBLYMAN FOY: A quarter of a point is all?

MR. MEYERS: Yes. _ o

ASSEMBLYMAN BRYANT:  Is it possible for either of you
gentlemen to be available on the 21st? ' B

MR. MEYERS: I can be available.

_ ASSEMBLYMAN BRYANT: This conference room has to be vacated
vby twelve o'clock, ‘because someone else is going to use it. What I am
| ~thinking about doing 13 to take the first half hour on the 21st --

prlor to the truckers' testimony -- and ask these gentlgmen if they
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can come back;oh that date at nine o'clock for further questioning; I
-~ am only. doyibng this ‘because this room has to be- utilized at this time.

‘We will dismiss this hearing until the 21st, and the first
priority will be to finish 0ur‘questioning on the financial end of this
issue. It seems as though you are the only two left that -we want to
ask questlons of._ Ne will then start with the testlmony of the
trucklng 1ndustry. . , |
: ' - ASSEMBLYMAN FOY. Will that be in this room, Mr. Chairman?

ASSEMBLYMAN BRYANT: I am not sure. We will send notlces to
the members of the Committee regardlng the locatlon.

This hear1ng is now concluded.

 (Hearing Concluded)









