




February 7, 2007
TO:

Members, State Board of Education 
FROM:
Lucille E. Davy
Commissioner of Education
SUBJECT:
City of Jersey City- $17,050,000 School Qualified Bonds, Series 2007
The City of Jersey City in the County of Hudson, New Jersey (“City”) submitted an application to the Department requesting approval to allow the City to issue $17,050,000 of School Qualified Bonds (the “Bonds”) on behalf of the State-Operated School District of the Jersey City (“District”), pursuant to N.J.S.A. 18A:24-88(b).  The Bonds would be issued to refund the City’s School Promissory Notes, Series 2006A (the “Notes”), issued for the purpose of constructing and improving various school facilities of the District.  Pursuant to N.J.S.A.18A:24-88(b), the application further requested a recommendation by the Commissioner as to whether the Bonds are entitled to be qualified under the School Qualified Bond Act, N.J.S.A. 18A:24-85 et seq. (the “Act”).  Qualified Bonds are those whose credit status is strengthened by a pledge of State school aid to guarantee debt service payments on the Bonds.  The State Treasurer withholds State school aid to be held in trust to pay the debt service, and the City then replenishes the State school aid by repaying the debt service.
N.J.S.A. 18A:24-88 provides, in relevant part, as follows:

b. Whenever a local board of education or the governing body of a municipality determines by resolution to issue bonds for the construction, reconstruction, development, extension, improvement or acquisition of physical facilities, it may file an application with the commissioner to qualify the bonds pursuant to the provisions of this act.  Upon receipt of any such application, the commissioner shall cause an investigation to be made, taking into consideration such factors as the conditions in the school district, any applicable educational goals, objectives and standards established by the State or local board of education, the need for the facilities to be financed from the proceeds of such proposed qualified bonds, the ability of the school district or municipality to maintain a thorough and efficient system of education after issuing qualified bonds, and such other factors as the commissioner may deem necessary.

c. If such investigation shows to the satisfaction of the commissioner that such school district or municipality should be entitled to issue qualified bonds pursuant to the provision of this act, he shall so recommend to the State board which may by resolution determine that such school district or municipality is entitled to issue qualified bonds.
N.J.S.A. 18A:24-88b, c.
The Board’s action on the City’s application would be of a corrective nature, due to the procedural history of the City’s qualified bonds application.  Sometime after the City adopted Ordinance No. McC-372 in December 26, 1991, the City applied to the Commissioner of Education to obtain approval of bonds under the Act, and later issued a series of short term obligations (the Notes) to finance an elementary school and a high school.  The projects were completed in 1997 and 2000.  The Notes authorized under the 1991 City Ordinance and a 1997 City Ordinance mature on February 24, 2007, and need to be refunded with long-term bonds before that date, pursuant to the Local Bond Law (N.J.S.A. 40A:2-1 et seq.).  To do this, the City requires the approval of the State Board of Education and the consent of the Local Finance Board in the Department of Community Affairs evidencing that the Bonds are entitled to be issued as qualified bonds.  However, neither the City nor the two State bodies have been able to retrieve a copy of the resolutions relating to the 1991 application.   The City now proposes to correct the situation by re-applying to the State Board and the Local Finance Board.     On December 13, 2006, the City authorized submitting an application to the Local Finance Board, and correspondingly submitted an initial application to the Commissioner followed by a reduced scope application (dated January 11, 2007 and January 23, 2007 respectively) after it retrieved a copy of the State Board approval of one of the two City Ordinances initially at issue (Ordinance  No. 97-006).   Therefore, the Board is respectfully requested to consider only the Bonds issued under the 1991 City Ordinance. 
In accordance with N.J.S.A. 18A:24-88b, the Department undertook an investigation of the statutory factors to be considered in making a recommendation to the State Board.  The Commissioner found that all of the express statutory factors at N.J.S.A. 18A:24-88b supported a positive recommendation on qualification. The Bonds will be used for refunding the Notes financing of the construction and land acquisition for a new elementary school, Public School No. 17, supporting the educational goals of the District.  The project was completed in 2000.  The Bonds will also be used for refunding the Notes financing renovations and improvements to facilities for the McNair Academic High School, one of the most highly rated public high schools in the State. The project was completed in 1997. The Commissioner therefore believes that the Bonds to be issued by the City will support the ability of the District to maintain a thorough and efficient system of education. 
The Act also permits the Commissioner to consider additional factors in the investigation. Accordingly, the Department verified that (1) both of the capital projects were completed prior to Educational Facilities Construction and Financing Act, P.L. 2000, c. 72 (“EFCFA”) and were thus ineligible for State funding under EFCFA, and (2) the Bonds would have no effect on the net debt of the City, since the Notes that the Bonds are refunding are already included in net debt. 
Based upon the above, the investigation shows to the satisfaction of the Commissioner that the City should be entitled to issue the Bonds authorized under City Ordinance No. McC-372 as qualified bonds, and therefore, pursuant to N.J.S.A. 18A:24-88b, the Commissioner so recommends to the State Board, for appropriate action.
Attachments 
Exhibit A (December 15, 2006 letter from City to the Commissioner with application to the Local Finance Board)
Exhibit B (January 11, 2007 City’s initial application to the Commissioner)
Exhibit C (January 23, 2007 City’s revised application to the Commissioner)
Adoption Resolution

February 7, 2007
RESOLUTION FOR CITY OF JERSEY CITY $17,050,000 SCHOOL QUALIFIED BONDS, SERIES 2007
WHEREAS, the issue before the New Jersey Board of Education is on the application of City of Jersey City in the County of Hudson, New Jersey (“City”)  as to whether the City is entitled to issue $17,050,000 of School Qualified Bonds (the “Bonds”) on behalf of the State-Operated School District of the City of Jersey City (“District”) as qualified bonds pursuant to the School Qualified Bond Act, N.J.S.A. 18A:24-85 et seq. (the “Act”); and  

WHEREAS, the Bonds would be issued for the purpose of refunding the short-term obligations financing the construction and improvement of various school facilities of the District; and

WHEREAS, qualified bonds are those where the credit status is strengthened by a pledge of State school aid to guarantee debt service payments on the bonds, and entail the State Treasurer withholding State school aid to be held in trust to pay the debt service, with the City, as issuer, replenishing the State school aid by repaying the debt service on the Bonds; and

WHEREAS, the Board’s action on the City’s application would be of a corrective nature, since the City applied for approval of the Bonds as qualified bonds around the time it adopted Ordinance No. McC-372, in December 26, 1991; issued short term obligations (the “Notes”) to finance two school projects; reached the end of the time period for issuing Notes under the Local Bond Law (N.J.S.A. 40A:2-1 et seq.); and when preparing to refund the Notes authorized under the 1991 City Ordinance and a 1997 City Ordinance with Bonds, was unable to retrieve resolutions evidencing approval by the State Board of Education or consent by the Local Finance Board in the Department of Community Affairs, as required by the Act; and thus sought to correct the matter by re-submitting applications to both public bodies;  and

WHEREAS,  on  December 14, 2006, the City submitted an application to the Local Finance Board requesting approval for the issuance of $17,050,000 of Qualified School Bonds under the Act; and

WHEREAS,  on January 10, 2007, the Local Finance Board considered the application at its meeting, but because its action is statutorily required to follow that of the State Board under the Act, did not make a determination at that time on the Bonds;  and
WHEREAS, on January 11, 2007, the City submitted its application to the Commissioner for investigation and recommendation on the qualified status of the Bonds and a determination by the State Board of Education; and

WHEREAS, on January 23, 2007, the City revised its application to the Commissioner, reducing its scope to the Bonds that would be issued under the 1991 Ordinance, since it had retrieved a copy of the State Board resolution approving the Bonds that would be issued under a 1997 City Ordinance; and

WHEREAS, the Local Finance Board has scheduled a special meeting for February 8, 2007, when  it  may endorse its consent of both the 1991 City Ordinance and the 1997 City Ordinance, which consent is required under the Act for the Bonds to be qualified; and
WHEREAS, as required by N.J.S.A. 18A:24-88b, the department undertook an investigation of the express statutory factors to be considered in making a recommendation to the State Board (i.e., whether the projects will assist the District in providing a thorough and efficient education after issuance of the Bonds) as well as additional factors permitted by statute; and

WHEREAS, because the Bonds authorized under Ordinance No. McC-372 would be used to refund the Notes financing a new elementary school and facilities renovations and improvements to the McNair Academic High School, and both projects were completed in 1997 and 2000, the Commissioner found that all of the express statutory factors at N.J.S.A. 18A:24-88b and the additional factors considered supported a positive recommendation on whether the City is entitled to issue the Bonds as qualified bonds; and

WHEREAS, pursuant to N.J.S.A. 18A:24-88(c), based upon the express statutory factors and additional factors considered in the course of the Commissioner’s investigation, the Commissioner now recommends to the State Board of Education that the City should be entitled to issue the Bonds authorized by City Ordinance No. McC-372 as qualified bonds in the amount of $17,050,000; now, therefore, be it


RESOLVED, that the New Jersey State Board of Education, upon the recommendation of the Commissioner, has determined that the City is entitled to issue the Bonds authorized by City Ordinance No. McC-372 as qualified bonds in the amount of $17,050,000.

_______________________________
___________________________________

Lucille E. Davy, Commissioner
           Arnold G. Hyndman, Ph.D., President

Secretary, NJ State Board of Education
NJ State Board of Education
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