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INTRODUCTION AND SUMMARY OF FINDINGS

|

BACKGROUND

The purpose of the reports which follow is to discuss the implicationms
of Mount Laurel housing development in moderate-growth, working class com-
munities such as 0ld Bridge, New Jersey. These are communities in which:
(1) land prices are moderate; (2) housing prices are keyed to the “lower -
middle-class market; (3) property taxes are reasonably high to support past
development; (4) the burden of future infrastructure provision is thrust onm
new rather than existing development; (5) development competition is-fierce-
and the niche in the housing market is narrow; (6) subdivision approval .
procedures are slow and complicated often to dampen the pace of growth; and
(7) the sociceconomic profile of the host community is not significantly
different from the group for whom subsidy is being sought.

There are a large number of these communities in New Jersey's growth
belt. They require far different housing development strategies than might
be implemented in affluent communities such as Bedminster, New Jersey. In

density increases to have real impact on housing costs, (2) real estate
prices reflect an affluent upper-income market affording. significant
differences in the price of subsidized and nonsubsidized housing deliver—
ies; (3) equalized property tax rates are lower than average reflecting the
value of existing properties; (4) the burden of new development can often
be more easily shared between future and existing residents; (5) develop-
ment is less price-sensitive and more concerned with development quality —
and amenities than most markets; (6) the subdivision process may be slow,

but much of the housing is custom built and few, if any, developments must
quickly move speculatively built offerings; and (7) the socioceconomic,
profile of the community is significantly different from the development
segment for whom subsidy is being sought. The status of the community is

assured, and is not noticeably changed by the subsidized portion of the
community.

The nature of this difference in development environments has yet to
be actively considered in proposed Mount Laurel solutions. Yet the differ—
ences are so potent that many of the classic or "first gemeration” Mount
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Laurel solutions are not applicable in a working-class community. For in-

stance, the density bonus to the developer, when tempered by market ab-

sorption rate, may mean little in reducing the costs of housing. In related

fashion, if the developer cannot significantly change his profit position

with an allowance for additional units, he must look to partmers-im-subsidy-
(the municipality and/or the state, the business and industrial sectors) to

alter his cash flow. Partners in subsidy must be financially able to help,

and relatively complex approaches must be developed to specify the nature

and extent of their participation.

If shared subsidy still cannot render the development situation fi-
nancially practicable, the developer may have to employ less severe tests
of feasibility. He further might have to build market units below the nor—
mal local price structure to capture a larger market and enhance buildout.
Finally, in response to this "least-cost” housing effort on the part of the
developer, the share of Mount Laurel units which are directed to low- as
opposed to moderate-income families may have to be altered.

ORGANIZATION

These are the kinds of issues which are explored in the five reports
which follow. In Report I =— The Fiscal Profile of 01ld Bridge, New Jersey
-- federal, state, and local municipal fiscal indicators are viewed to
assess the fiscal position of a local working-class community. In the event
that shared subsidies are called for, is the municipality of 0ld Bridge
able to participate in them without jeopardizing its fiscal position? How
does the community compare to other similarly sized and growing communities
in terms of three critical dimensioms: (1) resources to be drawn upon; (2)
committed obligations; and (3) recognized indicators of fiscal solvency?

Report II -- Community Actions to Promote Lower-Income Housing -- in~-
ventories and analyzes possible community actions to promote lower-income
housing. These include revision of land-use regulations to limit develop-
ment requirements for infrastructure and community facility provisioms, in
lieu fiscal contributions, and mandatory development fees. They also in-
clude positive fiscal strategies such as using CDBG, HODAG, tax—-exempt
mortgages, tax abatement, nonresidential development contributions, and
trust funds to encourage lower—income development.

Report III -— Local Site Plan Approval Procedures =-- discusses local
subdivision/site plan approval requirements/timing and how they can impact
on the costs of a development. An analysis 1is undertaken of the specific
Olympia & York filing in terms of a summary calendar.

Report IV == The Affordability and the Feasibility of the Olympia &
York, 01d Bridge Development Project =- deals with development feasibility
related to: (1) historical processing experience at the development site;
(2) the costs of delivering private~market housing in a particular geo-
graphic locale; and (3) the necessity to provide a significant share of the
development in low- and moderate—income housing. Sunk costs to date, the
realities of the local market, and monies contributed to subsidize below-
market housing all contribute to development alternmatives. It views the
necessary concessions by the developer, municipality, and the courts to
make housing affordable to the low—income sector of the market.
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Report V — The Socioceconomic Profile of 0ld Bridge, New Jersey --
views the socioeconomic profile of this community within the context of
other communities in the same general housing-market area. As ome of 90
communities in a three-county area (Mercer, Middlesex, Mommouth), 01d
Bridge is found to belong to a group of lower middle-class communities.
This group is much different from the more-affluent community, the mid-
dle-income grouping, and different also from the grouping of very poor
communities. There is an attempt here to view Old Bridge within the context
of socioeconomic balance. Can the community introduce significant numbers
of the poor and still maintain its own diverse identity? Is there a balance
here which must be monitored to assure the success of the project? Failure
will yield no housing -- and be harmful not only to the developer but the
entire Mount Laurel process.

The findings of each of these reports are summarized in the Exhibits
and text which follow.

REPORT I - INDICATORS OF MUNICIPAL FISCAL CAPACITY --
THE RELATIVE POSITION OF OLD BRIDGE, NEW JERSEY

Fiscal capacity must be viewed by looking at both community resources
and community obligations. Fiscal capacity is also determined by the scale
of a community and the direction and pace of its growth. Large and very
small communities spend more than middle-size communities; declining com-
munities and very fast-growing communities spend more than moderate-growth
communities. 0ld Bridge is a reasonably sized, moderate-growth community.
It would have a tendency to spend in accord with its size and yet also
spend less because of its positive and steady growth.

While all community spending patterns are slightly different, those
communities like O0ld Bridge, 1i.e., those with sustained, positive growth,
also display basically similar fiscal patterns. 0ld Bridge is much more
similar to Middletown Township, for instance, than to either Long Branch or
Deal.

Twelve communities in New Jersey were chosen as potentially fiscally
comparable to 0ld Bridge, New Jersey. These were selected according to
scale of population (40,000 - 90,000) as well as direction of population
growth (positive). The towns chosen were Brick, Cherry Hill, Dover, Edisonm,
Gloucester, Hamilton, Lakewood, Middletown, Parsippany-Troy Hills, Piscat-
away, Willingboro and Woodbridge Townships. In terms of rank order, the
mid-position of the thirteen communities, including Old Bridge, is 7.

Exhibit 1 profiles sources of fiscal resources for communities in this
grouping. This includes equalized property valuation, median household in-
come, nonresidential ratables per capita, nonresidential ratable valuation
change, bond ratings and tax collection rates. Across these six resource
indices, 01d Bridge ranks from sixth to tenth; it ranks for the most part,
slightly below the middle of the distribution of these comparative cities.
Although 01d Bridge falls below average in the categories of nonresidential
ratables per capita and in growth of nonresidential ratables (both of which
contribute to less than average equalized valuation per capita), it is



EXHIBIT 1

RANKING OF GDMMUNITY RESOURCES FOR QOMPARABLE MUNICTPALITIES 1982

Decade Nonresi-
MUNICIPALITY State Fqualized 1980 Median Nonresidential sidential Ra-
Population* Valuation Household Ratables 1982 table Change, Bond Tax Levy Collected

1980 (Per Capita) Income (Per Capita) 1972-1982 Rating ‘(Percent)
Woodbridge Township 90,074 25,103 ( 8) 24,054 ( 7) 8,866 ( 4) 22.0 ( 8) A (1) 9.63 ( 5)
liamilton Township (Mercer) 82,801 18,922 ( 9) 21,100 (10) 3,163 ( 6) 18.0 (11) A1 (5) 95.84 ( 8)
Edison Township 70,193 30,655 ( 4) 25,206 ( 5) 11,432 ( 2) 21.9 (9) A (2 - 97,64 ( 3)
Cherry Hill Township 68,785 27,866 ( 5) 32,708 ( 1) 2.752 ( 8) 2.6 (13) A (3 9.49 ( 7)
Dover Township 64,455 30,946 ( 3) 21,104 ( 9) 5,589 ( 5) 40,4 ( 4) A1 (6) 94,23 (12)
Middletown Township 62,574 25,853 ( 7) 26,631 ( 3) 2,024 (10) 22.6 ( 7) A (10) 94,69 (10)
Brick Township 53,629 27,511 ( 6) 20,370 (12) 2,552 ( 9) 31.6 ( 5) Baa-1 (12) 94,35 (11)
Parsippany-Troy Hills Township 49,868 31,342 ( 1) 27,154 ( 2) 9,653 ( 3) 52,7 ( 1) A1 (7) 98.59 ( 1)
Gloucester Township 45,156 17,092 (12) 20,652 (11) 1,464 (12) 43.8 ( 3) A (9 92.60 (13)
Piscataway Township 42,223 3,282 ( 2) 24,636 ( 6) 12,900 ( 1) 46,9 ( 2) A (4 97,85 ( 2)
Willingboro Township 39,912 13,540 (13) 25,269 ( 4) 814 (13) 6.9 (12) Baa-1 (13) 97,07 ( 4)
Lakewood Township 38,464 18,178 (11) 14,703 (13) 3,088 ( 7) 27.9 ( 6) Baa-1 (11) 9,72 ( 9)
01d Bridge Township 51,515 18,343 (10) 23,222 ( 8) 1,729 (11) 18.6 (10) A (8) 9%.59 ( 6)

*Note: Population 1s in descending order fram highest to lowest. In all other colums 1 denotes highest value, 13 the lowest value, and 7 is the

median of all values,

Source: U,S. Census of Population, 1980; Statement of Financial Condition of Counties and Municipalities, 1982; The New Jersey Municipal Mata Book,

1983.

.AT



solidly in the middle of the distribution in median household income and
community bond rating and above the group average in its tax collection
percentage. It is definitely not as well off as Parsippany-Troy Hills or
Piscataway Township nor as poorly fiscally situated as Willingboro or
Gloucester Townships.

Exhibit 2 presents a similar ranking of comparable communities rel-
ative to their fiscal obligations. In this case again, 0ld Bridge's posi-
tion tends toward the middle of the distribution. Where the midpoint is
seven, across seven indices, the fiscal obligation of 0ld Bridge's average
ranking is approximately 7.5. 0ld Bridge shows a very strong position in
terms of low municipal expenditures, total tax levy and gross debt. It
shows higher obligations in terms of larger unemployment rates, statutory
expenditures and tax levies abated. Again, its fiscal obligations are not
nearly as high as those of Dover Township or Edison nor are they as low as
those of Parsippany-Troy Hills or Gloucester. 0ld Bridge has both a reason-
able resource base to fund expenditures, and its local fiscal policies have
its expenditures under comtrol.

No more evident is this conclusion than in the fiscal solvency summary
presented in Exhibit 3. The New Jersey Division of local Government Ser—
vices provides a six-criteria check for the presence of unsound financial
conditions within a local community. These are summarized in Exhibit 3 and
include whether the community has: (1) defaulted on any outstanding finan-
cial obligation; (2) unpaid payments to other units of government; (3) a
cash deficit in excess of 4 percent of its tax levy; (4) collected less
than 70 percent of its tax levy; (5) debt service in excess of 25 percent
of its operating budget; or (6) had a judicial determination of failure to
comply with the local bond law. On any ome of the six criteria for the last
two audits, Old Bridge has not come close to being viewed as insolvent. In
fact, its position is better today than it was two years ago. Debt service
costs are down as a percent of total expenditures, and the tax collection
rate is up. By any measure, the Township of 0ld Bridge is fiscally stable
with more than sufficient economic resources to cover a controlled level of
fiscal obligations.

REPORT II — COMMUNITY ACTIONS TO PROMOTE LOWER-INCOME HOUSING

There 1is a definite role for municipalities in meeting the Mount

Laurel mandate. This has been defined by the New Jersey Supreme Court as

involving two areas of community activities: eliminating unnecessary
cost-producing requirements and restrictions, and adopting affirmative
measures to provide for low—-cost housing delivery.

The first of these entails revision of local land-use regulations to
remove all excessive fees and exactions hindering the construction of
lower-income housing. By requiring excessive infrastructure contributioms,
by imposing excessive fees, and by expecting developers to provide public
facilities or make in lieu fiscal contributions, municipalities increase
development costs which tend to preclude the delivery of affordable hous-
ing. Unrestrained, these exactions impose costs on the developer of the



EXHIBIT 2

RANKING OF OOMMUNITY OBLIGATIONS FOR OMPARABLE MUNICIPALITIES

MUNICIPALITY Per Capita
Population* Total Unemploy- IMmicipal Statutory Gross Debt Total Tax levy Ahated

1980 ment Rate Expendi tures Fxpendi tures Debt Service  Thx levy (Percent)
Woodbridge Towmship 90,074 5.1 (9) 338 ( 2) 25.82 ( 6) 547 (7) 47 (2) 653 (6) 12 ( 8)
Hamilton Township (Mercer) 82,801 4.8 (10) 283 ( 5) 25.37 ( 7) 817 (2) 29 ( 8) 558 ( 9) 27 (5)
Edison Township 70,193 4,6 (11) 425 (1) 45,41 (1) 584 (6) 67 (1) 728 ( 3) 89 (1)
Cherry Hill Township 68,785 5.1 ( 8) 242 (10) 199 (9 699 (5 39(5) 85(1) A1 ( 3)
Dover Township 64,455 7.8 ( 4) 317 ( 3) 30.64 (2) 785(3) 42(3) 746(2) 06 (11)
Middletown Township 62,574 5.2 ( 7) 257 ( 6) 13.19 (13) 485 (9) 40 ( &) 639 (7) —_—
Brick Township 53,629 7.9 ( 3) 252 ( 7) 23.03 ( 8) 543 (8) 31 (6) 566 ( 8) 24 ( 6)
Parsippany-Troy Hills Township 49,868 3.6 (13) 248 ( 9) 14.04 (12) 1,887 (1) 23 (11) 713 ( 4) A1 ( 9)
Gloucester Township 45,156 7.0 ( 5) 197 (13) 16.69 (11) 318 (13) 13 (13) 509 (11) 46 ( 2)
Piscataway Township 42,223 4.5 (12) 250 ( 8) 27.16 ( 5) 79 (4 22 (12) 704 ( 5) .10 (10)
Willingboro Township 39,912 8.8 ( 2) 212 (12) 17.03 (10) 387 (12) 24 (10) 420 (13) 23(7)
Lakewood Township 38,464 10.3 (1) 286 ( 4) 29.94 (3) 40Q1) 27 (9 465 (12) .03 (12)
01d Bridge Township 51,515 5.8 ( 6) 233 (11) 2738 (4) 45Q0) 30(7) 549 (10) .36 ( 4)

*Note: Population is in descending order from highest to lowest. In all other colums 1 denotes highest value,

median of all values.

Source: U.S. Census of Population, 1980; Statement of Financial Condition of Counties and Mimicipalities, 1982;
The New Jersey Mmicipal Data Book, 1983,. .

13 the lowest value, and 7 13 the
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EXHIBIT 3

SIX BASIC INDICATORS USED TO TEST FOR THE PRESENCE OF
UNSOUND FINANCIAL CQONDITIONS WITHIN A OCOMMUNITY —
FISCAL SOLVENCY OF (LD BRIDGE, NEW JERSEY

STATE
INDICATORS

OLD BRIDGE
REQORD ON
STATE IN-
DICATORS

1982

1983

INDICATORS
(1 ) 3) (4) (5) (6)
Default on Unpaid Payments Appropriation less than 70% Appropriation to Liquidate Judicial De-
Obligation to Other Units for Cash Deficit of Tax Levy Scheduled Debt Service temination of
Exists of Government in Excess of Collected Exceeds 257% of Fallure to
4% of Levy Operating Budget Camply with
Local Bord Law
(Debt Ser-
vice as a
(Opera- % of Op-
(Total Debt  ting - erating
(Deficit) (4% of Levy) Service) Budget) Budget)
No None 0 $1,164,206 96.59% $1,592;537 $11,103,376  14.3% No
No None 0 $1,591,147 96.72% $1,351,234 411,790,315 11.5% No

Source: New Jersey Division of Local Govermment Services, Department of Cammnity Affairs, "Financial Statements and Audited Budget for Old

Bridge," 1982, 1983,
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following magnitude: infrastructure improvements add approximately $7,600
to the cost per unit of low- and moderate-income housing; public facilities
or in lieu payments add $850 per unit; and fees add as much as $2,400.

In response to a general recognition of the lack of affordablility of
new housing, prompted also by state housing policy or specific court de-
cisions, numerous communities in New Jersey and throughout the Uunited
States are revising land-use regulations and working with developers to
reduce housing costs. Exhibit 4 summarizes some of these activities. Com-
munities that are waiving, or are considering waiving, fees for lower—
income housing units, for example, include several California communities
and the New Jersey communities of Cherry Hill, East Brunswick, Florham
Park, Hanover, Lincoln Park, etc. Areas that have reduced or are attempting
to reduce developers' infrastructure costs by using federal subsidies in-
clude cities in Florida, New York and California as well as the New Jersey
communities of Bernards, Branchburg, Bridgewater, Deptford, East Bruns- .
wick, and Holmdel, among others.

The second key area of municipal involvement to reduce housing costs
is the adoption of various affirmative measures. These include seeking fed-
eral and state subsidies such as CDBG funds, HoDAG funds, use of tax—ex-
empt mortgages, and employing techniques such as creation of housing trust
funds and seeking contributions by developers of nonresidential projects.
The possible use of tax abatement to lower housing costs is also explored.
Again, Exhibit 4 details proposed or enacted affirmative measures in the
State of New Jersey and elsewhere to deliver affordable housing. Use of
federal subsidies to write down costs of infrastructure and/or land acqui-
sition and pre-construction surveys, for example, has been proposed or
enacted in California cities and the New Jersey communities of Bergen
County, Bernmards, Branchburg, Bridgewater, Cherry Hill, Deptford, East
Brunswick, etc. Low-interest finmancing to reduce mortgage costs has been a
strategy in numerous national locations and in the New Jersey communities
of Bedminster, Cherry Hill, Holmdel, Hopewell, and Plainsboro. In additionm,
Holmdel and Hopewell, New Jersey, are considering creating a housing fund
through contributions by developers of nonresidential projects. What is
certainly clear from this report, is that spurred on by Mount Laurel com—
pliance, communities in New Jersey are leading the way in inclusionary
zoning efforts. '

This background leads to recommendations for a strategy of balanced
housing in 01d Bridge. The strategy, following the above partitiom, is
two-pronged, combining the elimination of unnecessary cost-producing
requirements and the adoption of affirmative measures. It emphasizes the
need for every segment of the community to be involved: present community
residents may help pay for infrastructure or other costs; nonresidential
developers may make contributions or donate land; the municipality could
build lower-income housing itself or through a non-profit entity. Only
through multiple local approaches and a municipal recognition of respons-
ibility in subsidy provision will the goal of affordable housing be met.
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SUMMARY OF PROPOSED (R ENACTED ACTIVITIES TO PROMOTE AFFORDABLE HOUSING*

(Partial List)

STRATHGIES

Developer

Public

Req.

Inclu-
siomlty

NonResid.
Devel.
Contrib, 2

Fee

Waivers 3

QG
Infrast.
Contrib.

Other Low-
CDBRG Interest

Housing
“  Write-douns® Financing®

Funds’

Abatement8

NEW JERSEY

Bedminster
Bergen County
Bermards
Branchburg
Bridgasmater
Cherry Hill
Deptford

East Brunswick
East Windsor
Florham Park
Hanover
Highland Park
Holmdel
Hopewell
Lincoln Park
Malzvah
Montville
Morris Tawmship
Mount Laurel
Pequannock
Plainsboro
Princeton
Ramsey
Rockaway
Roxbury

South Bnunswidc
South Plainfield

<

> < ¢ X

»

< X X

<

Ll Tl

b
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SUMMARY OF PROPOSED (R FNACTED ACTIVITIES TO PROMOTE AFFORDABLE HOUSING*

(Partial List)

(continued)
LOCATIONS STRATHGIES
Developer Public

Inclu- NonResid. G Other Low-

sionary Devel. Fee Infrast, CDEG Interest Housing Tax

Req.! Contrib.?2 | Waivers?  Contrib.* Write-domns5 Financingé  Funds7  Abatement8
NATIONAL EXAMPLES
Alaska, State of X
Boston, Massachusetts X X X
Chicago, I1linois X X X
Colorado, State of X
Colorado Springs, Colorado X
Concord, California X X X X
Corvallis, Oregon X X X
Cupertino, Califomia X
Denver, Colorado X X X
Florida, State of X X
Hartford, Comnecticut X X X
Honolulu, Hawaii X X X
Illinois, State of X
Livermore, California X X X
Miami, Florida X X X X X
Missouri, State of X
Montgamery County, Maryland X X
New Haven, Comnecticut X
New Jersey, State of X X X X
New York City X X X X
‘New York, State of X X X
Oakland, California X X - X
Orlando, Florida X X X
Petalum, California X X X X
Rhode Island, State of X ™
San Francisco, California X X X X X )
San Mateo, California X X




o | @ ®

SUMMARY OF PROPOSED (R ENACTED ACTIVITIES TO PROMOTE AFFORDABLE HOUSING*

(Partial List)
(continued)
LOCATIONS STRATEGIES
Developer Public
Inclu- NonResid. 0BG Other Low-
s:lomr.y Devel. Fee Infrast. COBG Interest Housing Tax
Reg. ! Contrib.? | Waivers3  Contrib.*  Write-damsS Financing® Funds’  Abatement8
NATTONAL EXAMPLES
Santa Monica, Galifornia X X X
Seattle, Washington X X X
Virginia, State of X
Wisconsin, State of X

*In some cases, activities are in the draft ordimance stage. See text for details.

Notes:

1. Inclusionary requirements set aside a certain portion of a residential development for affordable housing units.
2. Nom-residential developers' contributions include donations of land, infrastructure, and/or in-lieu fees to help provide affordable housing.
3. Fee waivers Include waivers of various developers' fees such as subdivision and site plan application fees, building permit fees, certificate
of occupancy fees, and engineering fees.
4, CDBG Infrastructure contributions are the use of CDBG funds to write down infrastructure costs such as real construction and
water and saier lines.
5. Other CDBEG write~downs refer to the use of CDBG funds for land acquisition, pre—construction surveys and plans, etc.
6. Los-interest finmancing refers to low-interest mortgage loans for homehuyers and/or construction loans for developers.
7. Housing funds are pools of funds from various sources used for lower-income housing.
8. Tax abatements waive taxes for homeawners who rehabilitate their residences. Proposed legislation would allow abatemant on new,
lower-income housing units.

Source: Center for Urban Policy Research intervieus.
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REPORT III -— LOCAL SITE PLAN APPROVAL PROCEDURES:
THE IMPACTS OF MUNICIPAL DELAY

In the past decade there has been growing recognition that costs of
housing are influenced not only by the physical standards to which it must
be built, but also by the approval process through which it must proceed.
Studies by the Amercian Planning Association, Department of Housing and
Urban Development, National Association of Home Builders, Urban Land Insti-
tute, and other groups have documented that land-use processing has becoae
protracted and extremely costly.

Municipal response to the Olympia & York 01d Bridge development exem-—
plifies this problem. In 1974, Olympia & York acquired approximately 2,000
acres in 0l1d Bridge Township. In 1979, it unveiled plans to develop its Old
Bridge acreage for residential, commercial, and industrial uses. Five years
later it has still not prevailed in obtaining development approval (see
Exhibit 5).

The five=-year delay occurred for numerous reasons. Old Bridge Township
required a repeated cycle of most demanding negotiations and presentations.
From 1979 through 1984, there were close to 100 Olympia & York meetings,
hearings, and testimony before a variety of 0ld Bridge public bodies.
Another contributing factor was numerous cancelled meetings and procedural
snafus (e.g., with reference to public notice, ordinance forms, etc.) omn
the part of 0ld Bridge Township. While it is not unheard of for some pro-
cedural oversights to occur in the consideration of complicated land-use
matters, these scheduling and other errors occurred with considerable fre-
quency in 014 Bridge.

Exhibit 6 indicates the costs incurred by Olympia & York with respect
to its 0ld Bridge development since its initial involvement in 1974 through
August 1984, Approximately $55 million has thus far been spent. This total
figure can be broken down into five components: (1) land assembly costs =-—
$19.921 million; (2) administrative expenses =— $1.035 million; (3) devel-
opment expenses =-- $3.606 million; (4) carrying costs -— $30.069 million;
and (5) project development — $.094 million.

The sum of all five components is shown on a yearly and cumulative
basis in Exhibit 6. Annual charges range from $2.2 to $38.0 million. Yearly
carrying costs are currently running at roughly $6.5 million (see Exhibit
6) — an amount which translates into carrying costs of approximately
$540,000 monthly, $125,000 weekly, and $18,000 daily.

Change is possible. Numerous state, county, and local jurisdictions
have enacted substantive and procedural reforms to expedite land-use
processing. To cite some examples, Connecticut has a model ordinance for
"One-Stop” processing; Fairfax County (Virginia) provides maximum times for
development review; while Freemont (California) utilizes a consolidated
development application-review form.

There are numerous examples of New Jersey courts and communities
effecting multiple changes to expedite and assure development. Scores of
New Jersey communities (e.g., Florham Park, Lincoln Park, Morris Township)
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EXHIBIT 5

OLYMPIA & YORK OLD BRIDGE DEVELOPMENT: TIME DELAYS

CUMULATIVE

TIME
TIME PERIOD TIME ELAPSED ELAPSED ACTIVITY/EVENT
May 14, 1979 Start Start 0 & Y formally requests a

procedural amendment to the
014 Bridge Land Development
Ordinance so an application
for development can be

filed.
March 1980 10 months later 10 months later O0ld Bridge -drafts Ordinance
' Amendment.
June 2, 1980 3 months later 13 months later Ordinance Amendment tabled

before 01d Bridge Council
because the Amendment is
not drawn on proper forms.

Oct. 6, 1980 4 months later 17 months later 01d Bridge Township Coun-
cil approves an amendment
to the Land Development
Ordinance leaving out pro-
cedures allowing for a
General Development Plan.

Feb. 18, 1981 4 months later 21 months later O & Y files suit.

August 1981 6 months later 27 months later Negotiations between 0 & Y
and 01d Bridge resume.

May 3, 1982 9 months later 36 months later 01d Bridge Township Council
passes a resolution direc-
ting that the Land Develop-
ment Ordinance be amended
to allow for O & Y develop-
ment.

Apr. 5, 1983 11 months later 47 months later 01l1d Bridge Township Council
enacts a Land Development
Ordinance with provisions
to allow O & Y to proceed
with a development applica-
tion.

May 22, 1983 1 month later 48 months later In accordance with provi-
sions of the new Land De-
velopment Ordinance, 0 & Y
files an application for
General Development Plan
Approval,
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EXHIBIT 5

OLYMPIA & YORK OLD BRIDGE DEVELOPMENT: TIME DELAYS
[continued]

CUMULATIVE
TIME
TIME PERIOD TIME ELAPSED ELAPSED ACTIVITY/EVENT

Aug. 8, 1983 3 months later 51 months later O & Y General Development
Plan is declared complete.

Oct. 18, 1983 2 months later 53 months later O & Y begins a series of
presentations before the
01d Bridge Planning Board
in the application process
for General Development
Plan Approval.

Dec. 14, 1983 2 months later 55 months later 01d Bridge Planning Board
rejects the 0 & Y develop-
ment Plan after developer
refuses to extend hearings
on the application into
1984, 0 & Y attorneys in-
dicate deadline extension
is unacceptable since the
current board will be dis-
solved when a change in
municipal government oc-
curs, Jan. 1, 1984.

January 1984 1 month later 56 months later O & Y institutes lawsuits
: against 01d Bridge.

July 1984 6 months later 62 months later O & Y reaches agreement
with 014 Bridge Sewage
Authority.

Note: Olympia & York's carrying costs for the 01d Bridge Development are cur—
rently approximately $540,000 per month (see Exhibit 3).

Source: Center for Urban Policy Research interviews with Olympia & York, July
and August 1984,
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EX4IBIT 6

OLYMPTA & YORK OID ERIDGE DEVELOPMENT: SCHEDULE OF INCIRRED (OSTS

TIME PERICD
CGmlative
1974 w
QOST COHPONENT Juna 0 June 30 Jue 0 June 0 June 30 June 30 August 30 Total
1978 1979 1980 1981 1982 1983 1984 Costs
A, Land AMIZ Costs
Acquisition Costs $16,581,569.00 $ 631,081.00 $ 516,401.00 $ 473,5%4.00 §$ 343,136.00 § 285,610.00 $ 444,302.00 |$19,275,693
Surveys -0- 27,494.00  36,630.00 72,302.00 11,637.00 22,285.00 35,015.00 205,363
Legal and Closing 0=~ 89,149.00  24,150.00 69,671.00 27,431.00 42,137.00 44,316.00 296,854
Real Estate Cam. -0~ 23,868.00 2,650.00 46,034.00 Q- -0- 2,330.00 74,882
Title Insurance 11,750.00 8,857.00 9,724.00 7,756.00 -0- -0~ 1,275.00 39,362
Miscellanecus Land
Costs -0~ 17,409.00 80.00 -0~ -0~ -0~ 11,048.00 28,537
Sub-Total A $16,593,319.00 $ 797,358.00 $ 589,635.00 $ 669,357.00 § 382,204.00 $ 350,032.00 $ 538,286.00 5513,%0,691
B. Administrative Expenses
Payrall and Office
Expenses $ 61,355.00 33,100.00  53,950.00 98,404.00 182,240.00 247 ,663.00 324,325.00 ($ 1,001,037
Miscellanecus Adm. 0= 5,102.00 7,952.00 13,703.00 6,710.00 0= 166.00 33,633
Sub~Total B $ 61,355.00 38,202.00  61,902.00 112,107.00 188,950.00 247 ,663.00 324,491.00 |$ 1,034,670
C. t
Plaming Consultants $ 0= 54,564.00 36,729.00 90,056.00 177,003.00 322,159.00 146,587.00 |$ 827,098
land Use Attorneys 0= 14,329.00 15,298.00 106,239.00 152,005.00 74,284.00 95,764.00 458,919
Municipal Utilities-
Eng. -0- 5,170.00  27,913.00 51,791.00 255,520.00 337,550.00 59,564.00 737,508
Mmicipal Utilities
-0- 0= -0~ -0- 22,338.00 52,413.00 174,617.00 249,368
ic Engineers -0~ 16,720.00  51,605.00 116,682.00 80,428.00 124,511.00 140,211.00 530,157
«ils Engineers -0- 25,777.00  16,062.00 14,039.00 -0~ 2,805.00 36,453.00 95,136
Groundua ter Hydro-
logists 0= -0~ -0~ 45,573.00 51.350.00 17,620.00 26,680.00 141,223
Surface Water
Amalysis -0~ -0 -0~ 2,761.00 12,889.00 15,723.00 15,258.00 46,631
Envirommental Re-
ports -0~ 28,439.00 51,720.00 17,861.00 -0- -0~ -0~ 98,02¢
Market & Fimancial
Studies 0= $ 5,%0.00 $ 32,480.00 $ 28,746.00 $ 10,000.00 -0- $ 50,026.00 | $ 127,050
Product Development -0~ -0~ -0- 0= -0 -0~ 11,832.00 11,832
Mmnicipal Fees -0- -0- -0- -0~ 2,362.00 $ 102,600.00 -0~ 104,962
Misc., Development
Expense 0= 15,038.00 43,185.00 23,588.00 81,482.00 -0~ 14,440.00 178,093
Sub-Total C -0~ $ 165,837.00  274,992.00 497,336.00 846,377.00 $1,049,665.00 $ 771,430.00 | $3,605,637
D. Costs
Interest $ 747,646.00 952,510.00 2,136,962.00 6,163,739.00 5,938,526.00 5,240,518.00 6,048,575.00 | $27,228,47¢
Mimicipal Realty
Toes 190,862.00 233,622.00  324,294.00 391,992.00 419,045.00  549,790.00 553,711.00 2,663,316
Municipal Tax
Appeals -0~ 1,011.00 -0- -0~ -0~ 21,031.00 16,912.00 38,954
Appraisals -0~ 1,000.00 6,998.00 0= 6,500.00 6,000.00 4,500.00 24,998
Misc. Carrying Costs 0= -0~ 112,878.00 0= 0= -0~ =0 112,878
Sub~Total D 938,508.00 $1,188,143.00 2,581,132.00 6,555,731.00 6,364,071.00 5,817,339.00 6,623,698.00 | $30,068,622
E. Project Development -0 -0~ < -0- < 0= 93,500.00 93,50
(A,B8,C,D,E) $17,593,182.00 $2,190,040.00 $3,507,661.00 $7,834.531.00  $8,351,405.00 $7,464,699.00  $6,717,198.00 | $54,723,1

source: Center for Urban Policy Research interviews with Olympia & York, July and August, 1984.
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have agreed to accelerate the processing of Mount Laurel housing. Mount
Laurel solutions in northern and central New Jersey communities have vested
development permission such that large-scale infrastructure commitments
could be made.

These reforms suggest the changes to be made in 0ld Bridge's devel-
opment process. The 01d Bridge ordinance currently requires three stages of
submission and review: l. General Development Plan (GDP); 2. Plan; and 3.
Subdivision Review. The land-use process would be enhanced if the following
substantive and procedural changes were adopted:

1. Reduce the Submission Stages. There is little reason for in-
jecting a Plan stage between the GDP and Subdivision steps.
The 0ld Bridge Plan requirement should be deleted, to be re-
placed by a two-stage process of first, GDP, to be followed by
Subdivision approval.

2. Eliminate Inappropriate Submission Items. Under the current
0ld Bridge ordinance, there is excessive and often misplaced
detail with reference to the required impact studies and other
reports. For instance, given the concept nature of the General
Development Plan, it is unnecessary for the GDP to be accom—
panied by detailed impact analyses. -

3. Accelerate Timing Deadlines. The 0ld Bridge ordinance speci-
fies time periods for the submission and review of the dif-
ferent land-use stages, which cumulatively take 600 days for
the entire process (see Exhibit 7). Processing can be expedit-
ed by eliminating superfluous submission stages and shorten—
ing the current review periods. The combination of these two
reforms results in a dramatic processing acceleration. As in-
dicated in the above Exhibit, the combined effect of both
changes permits processing from GDP to Final Subdivision in a
total of 165 days -—- a fraction of the 600-day span under the
current ordinance.

These substantive and procedural changes in the 01ld Bridge approval
process provide significant cost savings. By requiring fewer review stages,
calling for appropriate submission items at the remaining stages, and ex-
pediting the review process, Olympia & York's development, submission, and
review costs could be reduced from $11.420 million under the current ordi-
nance to $3.245 million under a revised ordinance (Exhibit 7). Most of
these savings would be the result of an expedited processing schedule --
comprising 165 as compared to 600 days -~- which would cut the sunk=-cost
carrying charges to less than ome-third of what they currently are.

REPORT IV -~ THE AFFORDABILITY AND THE FEASIBILITY OF
THE OLYMPIA & YORK, OLD BRIDGE DEVELOPMENT PROJECT

The Olympia & York 0ld Bridge development 1is a large, mixed-use
development spanning several thousand acres as well as several decades of



EXHIBIT 7

CURRENT OLD BRIDGE LAND USE ORDINANCE VERSUS RECOMMENDED PROCEDURES:
COMPARISON OF DEVELOPMENT PROCESSING TIMES AND COSTS.FOR OLYMPIA & YORK PROJECT

CURRENT ORDINANCE !

RECOMMENDED PROCEDURE !

Step Submission Time? Submission Cost? Step Submission Time 2 - Submission Cost 3 _
Report Carrying*® Total Report Carryingh Total
Preparation Cost Cost Preparation Cosats Costs

General 45 days completton8 General -completlon6
Development 95 days reaction Development -reaction’ i
Plan 140 days $150,000 $2,520,000 $2,670,000 | Plan 45 days $25,000 $810,000 $835,000
Preliminary 45 days completion .
Plan 95 days reaction Preliminary -completion

140 days $120,000 $2,520,000 $2,640,000 | Subdivision -reaction $100,000 $1,080,000 $1,180,000

0 days

Final Plan 45 days completion

45 days reaction ’ Final -completion

90 days $100,000 $1,620,000 $1,720,000 | Subdivision -reaction $150,000 $1,080,000 $1,230,000

60 days

Preliminary 45 days completion .
Subdivision® _95 days reaction

140 days $150,000 $2,520,000 $2,670,000
Final Sub- 45 days completion $100,000 $1,620,000 $1,720,000

5

Subdivision® _45 days reaction

90 days
Total 600 days $620,000 $10,800,000 $11,420,000 165 days $275,000 $2,970,000 $3,245,000

1. See text for details,
2. Assumes developer 18 not asked to extend deadlines.

3. Estimated.

4. Equals submission time multiplied by $18,000 daily Olympia & York carrying cost.
5. Assumes site plan approval is combined with subdivision.

6. Development application declared complete.

7. Township approves or denies development application.

Source: Center for Urban Policy Research analysis.
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financial respounsibility and risk. In addition, an unprecedented level of
development restrictions coastrain the builder's options. With total in-
vestments approaching one-half billion dollars, the complexity of the
project mandates the use of financial models. These models quantify normal
market risks as well as the consequences of public-policy restrictionms.

The CUPR Affordable Housing Model is one of the means which may be
utilized to test the feasibility of alternative development configuations
and subsidies. It calculates the present value of revenue and expense flows
as well as changes in the net worth of the project under a variety of
scenarios. These changes result from zoning and subdivision constraints,
Mount Laurel housing requirements, and various public sector subsidies used
to share responsibility with the developer of the Mount Laurel low- and
moderate~housing commitment.

Three scenarios have been constructed. Each represents an alternative
that might be faced by the developer. The developer waives both profits and
contingency costs on the Mount Laurel low-income component of all models.
stock. The profit sectors that remain are, for the most part, the market
housing and the commercial components of the development. In addition, the
State of New Jersey subsidizes all Mount Laurel mortgages to the 10 percent
interest rate level. Finally, housing costs across all economic sectors
cannot be more than 28 percent of income. The scenarios are Developer
Subsidy, Shared Subsidy, and Least-Cost Housing. In essence, the Developer
Subsidy scenario requires a 20 percent Mount Laurel commitment by the
developer equally distributed between low and moderate units with no direct
support from the municipality to fund this commitment. The developer is
left to the vagaries of the market and locational advantages of the site to
support the entire project.

The second, or Shared Subsidy, scenario advances several municipal
subsidies to support the developer in his bid to provide housing for those
who cannot afford local market offerings. Property taxes during comstruc-
tion are held at the unimproved value of the land; tract subdivision im-
provements for the low- and moderate-income housing share of the develop-
ment are funded by the municipality; increased builder densities granted;
and streamlined subdivision permit processing is enacted.

The final scenario is the Least-Cost alternative. It is a modification
of the Shared Subsidy scenario. On one side, this scenario continues the
municipal subsidies just outlined. On the other, the developer reduces the
price of market housing to produce Least-Cost housing at an average of
$59,990 for a single-family home. With the vast proportion of his units at
Least-Cost housing or below, he develops his below-market share at 20
percent of total units, but reduces the low-income portion to &4 percent.
When selling prices are reduced, the annual demand for housing rises,
permitting a shortened buildout period.

Across all scenarios, the business compomnent is a significant profit
center for the project. The business component 1is modeled as being built
out beginning in the third year of the project and being completed at the
end of the residential project. The property is leased to tenmants with
return from rentals flowing over an 18-year period. Finally, all models
contemplate an average annual inflation rate of 5 percent on all current
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expenses and buyer purchasing power. We have assumed the improvement in
permitting procedures outlined in Report III.

The specifics of each scenario are summarized in Exhibits 8, 9, and
10; the complete computer printouts may be found in the Appendix of Report
IV. Each dwelling unit is required to sell at prices affordable to a par-
ticular class of homebuyers. Market units are targeted to those of house-
hold income from $35,571 to $40,583; moderate-income units are targeted to
those whose income is between 70 and 72 percent of regional median income,
and low-income units are targeted to households whose income is approxi-
mately 45 percent of the regional median. Purchaser incomes and affordabil-
ity, the latter based on 28 percent of income, largely determine the price
structure of most units.

Prices are set such that the permanent mortgages for the below-market
segment will be picked up by the New Jersey HMFA. Even with this subsidy,

the developer finds that in several cases, revenues do not meet total costs
(which include minimal profits).

The level of subsidy varies from scenmario to scenario. In the Devel-
oper Subsidy scenario with no municipal assistance and a full commitment of
low=income units, there is a loss of 3.0 percent on investment for the de-
velopment. The first year's units will be subsidized to the level of
$10,208 and $20,782 for the regular—- and low-income component of the proj-
ect, respectively. Only the hypothesized 5 percent inflation rate brings
the regular-market segment into a gross—profit position by project build-
out. It is clearly too little too late. That is, in spite of the ultimate
generation of profits and market selling prices of $70,000 per unit, the
heavy front-end commitments produce no rate of return on total investment.

The Shared-Subsidy scenario performs somewhat better for the devel-
oper. Land acquisition costs are reduced significantly. However, a drop in
selling price in order to access the local market better removes much of
the advantage. This results in a rate of return on investment of 1.1 per-
cent. Thus with full Mount Laurel commitment, after a variety of municipal
subsidies, the development is still "no go” from the developer's perspec-
tive.

Finally, the Least-Cost scenario focuses attention upon the financial
consequences of rapid buildout after price cuts., Contingent upon the sales
of approximately efght hundred units per year and a reduced low-income
share of the total Mount Laurel commitment, the developer is able to show
still a rate of return of only 5.7 percent.

REPORT V —— THE SOCIOECONOMIC PROFILE OF OLD BRIDGE, NEW JERSEY

i As indicated in the introduction to this summary, the Mount Laurel
battle will not, for the most part, be fought on the fields of Bedminster
and Colts Neck, New Jersey. Rather, it is the lower middle-income community
with developable land which will bear the brunt of Mount Laurel settle-
ments. These are the areas that are desperately fighting for middle-class




EXHIBIT 8

AFFORDABLE HOUSING MODEL: BASE DATA

Market Segmentation by Incame

BASIC

DATA DEVELOPER-SUBSIDY MODEL SHARED-SUBSTDY MODEL LFAST-Q0ST MODEL

Regular Moderate Low Regular  Moderate Low Regular Moderate Low

Number of Units 1
in Total Project 8,208 1,026 1,026 9,295 1,162 1,162 9,295 1,859 465
Units tructed
Per Acre ~ 6 12 12 6 12 12 6 12 12
Floor Area Per Unit 3 1,000 790 790 1,000 790 790 900 790 790
Construction Cost
Per Square Foot" $28 $30 $30 $28 $30 $30 $28 $30 $30
Years to Project Buildout® 20 20 20 18 18 18 15 15 15
Desired Percent Profit® 10.0% 10.0% o% 10.0% 10.0% o% 10.0% 10.0% o%
Target Household Income’ $40,582  $24,955  $15,597 $37,268 $24,955 $15,597 $35,571 $24,275 $15,597

Source: Center for Urban Policy Research amalysis.

1. Settlement Memorandum, p. 5.

2, Settlement Memorandum, p. 5.

3. Olympia & York Memorandum, 1984.

4, Olympia & York Memorandum, 1984,

5. Olympia & York Memorandum, 1984, e —
6. Olympia & York Memorandum, 1984,

7. HUD, 1984,




EXHIBIT 9

AFFORDABLE HOUSING MODEL: DEVELOPER SUBSTIDY, SHARED SUBSIDY, AND LFAST (OST HOUSING DFLIVERY QOSTS

Market Segmentation by Income

. OOST
OMPONENT DEVELOPER-SUBSIDY MODEL SHARED-SUBSIDY MODEL LEAST-QOST HOUSING MODEL
Regular Moderate Low Regular Moderate Low Regular Moderate Low

DEVELOPMENT
Land (Purchase, Holding) $19,825 $ 8,3% $ 8,39 $14,170 $ 5,997 $ 5,997 $12,306 $ 5,787 $ 5,787
Interim Financing/Fees/Soft Costs 6,151 4,879 4,819 4,989 1,976 1,923 4,843 1,972 1,919
Total Development $25,976  $13,269  $13,209 $19,159 $ 7,973 $ 7,920 $17,149  $ 7,759 $ 7,706
CONSTRUCTION
Unit Construction $28,000  $23,700 $23,700 $28,000  $23,700  $23,700 $25,200 $23,700 $23,700
Development Improvements 10,307 7,620 7,620 9,691 5,649 5,649 9,513 5,649 5,649
Total Construction $38,307  $31,320 $31,320 $37,691  $29,349  $29,349 $34,713  $29,349 $29,349
DELIVERY
Development Costs $25,976  $13,269 $13,209 - $9,159 $7,973 $7,90 $17,149 $ 7,759 $ 7,706
Construction Costs 38,307 31,320 31,320 37,691 29,349 29,349 34,713 29,349 29,349
Contingency - 2,005 1,615 0 1,923 1,492 0 1,773 1,492 0
Overhead 6,629 4,620 4,453 5,877 3,881 3,727 5,363 3,860 3,706
Profit 7,2% 5,083 0 6,465 4,270 0 5,900 4,246 0
Total Delivery Cost $80,208  $55,908 $48,982 $71,116  $46,965  $40,996 $64,898 $46,706 $40,761
Constrained Price $70,000  $48,000 $28,200 $64,000  $46,945  $28,200 $59,990 $46,756 $28,200

Source: Center for Urban Policy Research Analysis
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EXHIBIT 10

AFFORDABLE HOUSING MODEL: DEVELOPER-SUBSIDY, SHARFD-SUBSIDY, AND LFAST-QOST SCENARIOS —
OOQUPANCY QOSTS, AFFORDABILITY, AND PROJECT EQONOMICS

Market Segmentation by Incame

PROJECT
PARAMETERS DEVELOPFR-SUBSIDY MODEL SHARFD-SUBSTDY MODEL LEAST-(OST MODEL
Regular  Moderate Low Regular Moderate Low Regular Moderate Low

MONTHLY OOCUPANCY QOST
Principal and Interest $ 705 $ 400 $ 235 $ 645 $ 391 §$ 235 $ 604 $ 39 $ 235
Property Taxes 176 120 71 161 118 1 163 117 71
Maintenance 50 50 50 50 50 50 50 50 50
Insurance 16 10 10 14 9 8 13 9 8
Total Monthly Cost $ 9 $ 581 $§ 366 $ 869 $ 569 $ 364 830 $ 566 364
AFFORDABILITY
Total Annual Payment $11,359 $ 6,981 $ 4,388 $10,432 $6,822 $ 4,368 $ 9,959 $6,797 $4,367
Shelter-Paying Capacity

(28 Percent of Incame) $11,363 $ 6,987 $ 4,367 $10,435 $6,987  $ 4,367 $ 9,960 $6,797 $4,367
PROJECT EQONOMICS
Subsidy Per Dwelling Unit $10,208 $ 7,908  $20,782 $ 7,116 $ 20 $12,7% $ 4,908 0 $12,561
Retum on Investment Shdcicicielckicicick =) Q2% delekickicicicleks diclclelcicicickicick 1,059 Fedekicicichicicicl dtclclsiicicdelicick 5, J2%, Secleickicicicldcicick
Developer Subsidy as

Percent of Total Subsidy Ieklokeiclcichciick 81,67 dickickickici Sekdckicleldciiclcle S8 4% delekiicicickickk Skcdciicleicldcick (), 1%, Solcdcdcdeickiclclecick
Municipal Subsidy

as Percent of

Total Subsidy dedckclclciciieiiciex ()00 adiciciciciels Kdciickidciidciek 28,27, Jcicidcidcii Sicicidldcleitee Y 7Y Fekidckickicicickkk

Source: Center for Urban Policy Research analysis.
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status. These are also the locations whose residents have once been cen-
tral-city dwellers and who have homesteaded a new and different life in the
outer suburbs. In these locations, perhaps as in no other, community bal-
ance in terms of socioeconomic characteristics becomes very important. The
entire housing market of the community hangs on movement towards rather
than away from middle class.

In this context, Old Bridge, as a prototypical community, presents a
crucial decision point to the long-range, constructive viability of the
Mount Laurel philosophy. This is a community of relatively modest-priced
housing, occupied disproportionately by blue-collar workers. Its average
house value lags the community mean within the three-county area of Mercer,
Middlesex, and Monmouth, by over 10 percent (see Exhibit 11). Only some 15
percent of its residents are college graduates as compared with nearly half
again as high a proportion within its neighboring municipalities.

Its overall socloeconomic status rank =— 63rd on a base of 90 commun=-
ities == summarizes its fragility, and the necessity of a very careful re-
thinking of its Mount Laurel delivery system (Exhibit 12).

It is largely a white, working-class community which provides a desir-
able way of 1life for those with modest resources with which to acquire
housing. The capacity of the community, however, to absorb low=-income
households while preserving its relatively fragile integrity is clearly
1limited.

It therefore behooves all of the principals involved in its future, to
carefully consider the limitations of its low-income absorptive capacity.
And this holds true not only for developers, the present citizenry, as well
as municipal officials -=— but for housing seekers and the courts as well.



EXHIBIT 11

SOCIOLOGICAL STATISTICS:

90 MUNICIPALITIES AND OLD BRIDGE TOWNSHIP

x=xiv.

Total: 90 Municipalities

. Standard
Variable Set Mean Deviation 0ld Bridge
Median Family Income $25,561 $ 5,931 $25,280
% Population: College Graduate 21.5% 11.5% 15.0%
% Population: H.S. Graduate 76.1 9.6 74.9
Z Labor Force: Female 42,1 3.4 40.8
% Labor Force: Craftsman or Operatives 17.6 7.1 21.2
% Labor Force: Professional Managerial 30.4 11.0 23.0
Unemployment Rate 5.8 2.0 5.8
"% Population: Labor Force 49.4 4.8 50.9
Persons Per Household 2.89 0.39 3.11
% Population: Under 5 Years 01d 7.0 1.7 8.3
% Population: Over 65 Years 01d 11.9 4.8 6.7
Elementary School Enrollment 47.9 8.2 51.7
% Population: Foreign Born .06 .03 .07
% Population: Black 5.9 8.3 2.0
% Population: Hispanic 2.6 4,5 3.2
Median Gross Rent $310 $51 $324
% Units: Single Family Units 71.67 19.37% 64.27%
Median House Value $67,818 $23,542 $61,000
% Units: Lacking or Sharing Plumbing 1.067% 1.05% 1.0%
%Z Units: 1.01 or More Persons Per Room 2.06 1.57 3.0

Source: U.S. Bureau of the Census, 1980 Census of Population and Housing.




EXHIBIT 12

OLD BRIDGE AND COMPARABLE COMMUNITIES

GROUP 1

A B c

Middlesex Middlesex Middlesex
Cranbury Dunellen Carteret
‘East Brunswick Edison Sayreville
Me tuchen Middlesex South River
North Brunswick Milltown Spotswood
014 Bridge
Mercer Piscataway Monmouth
Hopewell (Borough) South Brunswick Freehold (Borough)
Lawrence South Plainfield Howell
Woodbridge Upper Freehold

Monmouth
Aberdeen
Allentown
Eatontown
Farmingdale
Freehold (Township)
Hazlet
Manalapan
Ma tawan
Middletown
Millstone
Ocean
Oceanport
Shrewsbury (Township)
Tinton Falls
West Long Branch

Mercer
East Windsor
Ewing
Hamilton
Hightstown
Washington

(continued) .



EXHIBIT 12
OLD BRIDGE AND COMPARABLE COMMUNITIES
GROUP 1
A B c
Middlesex Middlesex Middlesex
Cranbury Dunellen Carteret
East Brunswick Edison Sayreville
Metuchen Middlesex South River
North Brunswick Milltown Spotswood
01d Bridge
Mercer Piscataway Monmouth

South Brunswick
Hopewell (Borough)
Lawrence Woodbridge
Monmouth

Aberdeen
Allentown
Eatontown

- Farmingdale

South Plainfield

Freehold (Borough)
Howell
Upper Freehold

Freehold (Township)

Hazlet
Manalapan
Matawan
Middletown
Millstone
Ocean
Oceanport

Shrewsbury (Township)

Tinton Falls

West Long Branch

Mercer

East Windsor
Ewing
Hamilton
Hightstown
Washington

(continued)
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,‘ EXHIBIT 12 (cont'd)
OLD BRIDGE AND COMPARABLE COMMUNITIES
GROUP 2 , GROUP 3
Monmouth Mercer

Allenhurst Princeton (Borough)
Deal Princeton (Township)
Fairhaven

Interlaken

Little Silver
Loch Arbour
Monmouth Beach
Roosevelt
Rumson

Sea Girt

Mercer
Hopewell (Township)

Pennington
West Windsor

| .

GROUP 4 GROUP 5
Middlesex Middlesex
Helmetta Highland Park
Jamesburg Plainsboro
South Amboy
Monmouth
Monmou th
Sea Bright
Englishtown
Keansburg
Keyport °

Union Beach

(continued)



EXHIBIT 12 (cont'd)

OLD BRIDGE AND COMPARABLE COMMUNITIES

xxviii.

GROUP 6

Middlesex

Monroe

Monmouth

Atlantic Highlands
Avon—-by-the-Sea
Belmar )
Brielle

Highlands
Manasquan

Neptune City
South Belmar

Spring Lake

Spring Lake Heights
Wall

GROUP 9

GROUP 7 & 8

Monmouth

Asbury Park
Bradley Beach
Long Branch
Neptune

Red Bank
Shrewsbury

Middlesex

New Brunswick
Perth Amboy

GROUP 10

Moumouth

Colts Neck
Holmdel
Marlboro

Source: Center for Urban Policy Research analysis; see Report V.



REPORT I

THE FISCAL PROFILE OF OLD BRIDGE, NEW JERSEY

INTRODUCTION

Communities raise money by taxing their residents and spend momey for
the delivery of public services. In so doing, a series of procedures and
decisions are involved which ultimately shape their fiscal health. If
spending decisions are prudent and if the outcome of that spending as well
as the future of the community are viewed as beneficial by those who seek
residence in the region, the local property-tax base will grow and in-
creased tax revenues may be garnered from this taxing base. Municipal rev-
enues are thus determined by the initial and recurring growth of the resi-
dent population (both households and business) expressed in the strength of
the tax base.

The fiscal health of a community is interpreted through several
economic indicators. These indicators, reflecting individual wealth, tax
levies, and local assets/debts, signal the economic durability and resil-
iency of a community. This provides an estimate of the potential “"give" of
a community in terms of the extension of public services. This “give”
potential will be examined for the community of Old Bridge as well as
comparable communities across a variety of local, state and federal
indicatcrs. Within this analysis, estimates of the local fiscal health of
01d Bridge will emerge through the employment of federal and state measures
of fiscal solvency. Both resources (wealth, tax collection rates, bond
ratings, tax abatements, etc.) and obligation expenditures (debt service,
capital facilities, etc.) will be examined.

THE DETERMINANTS OF FISCAL PROFILES IN LOCAL COMMUNITIES

Two consistant classificatory devices determining the extent and
emphasis of community spending are a community's size and directiom of
population change. Classic studies by economists Brazer, Booms, Gabler and
Weicher have indicated that the prime determinant of community expenditures
is population size. Larger communities (in excess of 100,000 population)
and smaller communities (less than 20,000 population) spend more than the
band of mid-size communities which fall between these two size ranges.
Further, emphasis of spending for government administration and public
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works versus public safety and recreation also varies according to pop-
ulation size. Larger communities spend more on public safety and recrea-
tion; smaller communities spend heavily on public works. Finally, mid-size
communities spend significant amounts on government administration and
evenly distribute public safety and public works expenditures.

Another factor explaining expenditure patterns and thus the fiscal
profile of a community is the direction of population growth. Declining and
stable communities spend more in the aggregate than do growing communities.
This is due to both the absolute level of spending in the former group of
communities as well as a diminishing population base over which to dis-
tribute expenditures. Spending emphases also differ according to growth.
Growth communities spend more on government administration and publie
works; non-growth communities usually spend more on public safety and
health/welfare.

These differences have caused analysts to group communities by
population size and growth rate or direction (positive or negative) when
viewing their expenditure patterns. Thus, communities in the same size
range which are experiencing the same type of growth influence® should
have reasonably similar fiscal profiles. Fiscal resources and obligatioms
should be balanced in essentially similar ways. This grouping mechanism
will be employed in the study which follows. It takes into account similar
size communities as the community being viewed, as well as similar direc-
tions of population growth. The specific city comparisons will be explained
in more detail in a subsequent section. First, a brief overview of fiscal
indicators is required.

SOCIAL INDICATORS AS A SOURCE OF INFORMATION ON FISCAL STABILITY

Interest in measuring the level of city distress or hardship height-
ened during the late 1960s and 1970s. In part, this effort was fueled by
the idea that public support as a replacement for private disinvestment was
at least the short-run answer to the problems of urban areas, and the major
question was only how to best pair money and need. The resultant hardship
measures, while differing in substantive focus (social, ecomomic, or fis—
cal), data selection (i.e., specifically which economic, social, housing,
or municipal expenditure variables were referred to), and statistical
treatment of their data inputs (deriving a simple average versus utilizing
a more sophisticated statistical treatment) had a basic conceptual kinship
-- the quantitative ranking of distress. Perhaps more importantly, the
measures shared a similarity of results -- city distress ranks accorded by
the different approaches were found to be in reasonably close agreement,
and city hardship was deemed to be largely independent of the mechanism
from which it was determined.

*Standardizing for a similar national geographic location, i.e., loca-
tions affected by the geographic priorities and legal structure of a single
smte.
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Currently there is a particularly rich array of indicators used to
index the quality of life in modern society as well as to pinpoint loca-
tions and degrees of difficulty faced in certain units of government. The
study of social indicators has been significantly influenced by the social
benefits and costs seen to be flowing from the suburbanization of the
American population. Central city-suburban disparities brought about by
technological change, stage of development, and racial and ethmnic patternms
have been relatively simple to recognize and measure (Oakland, 1979).
Indices such as the Brookings Institution Hardship Index focus attentiom
upon central city-suburban disparities on a composite index of social and
economic characteristics (Nathan and Adams, 1976). The current range of
federal programs used to ald distresed cities use indicators that focus
upon the large, central city (Burchell, et al., 1981). Differences across
suburban communities, while recognized for many years, are less well
treated in the social indicators literature. From the point of view of
fiscal federalism, the identification of community stress in these loca-
tions is strougly influenced by basic economic indicators of the local
area. It is to a review of these indices that we now turm. This is dome in
relation to both federal and state programs.

The first set of indicators listed in this report are found in the
qualification or allocation criteria associated with federal community and
economic development programs. In the State and Local Fiscal Assistance Act
of 1973 and the metropolitan cities compoment of CDBG, the indicators are
formal mechanisms entitling the municipality to a grant. In the case of the
small cities CDBG and the Urban Development Action Grants program, the
indicators are advisory in that additional actions must be initiated by the
local unit of government in order to receive the grant. For our purposes,
however, the focus of interest is in the indicator as an index of municipal
fiscal stress.

FISCAL STRESS INDICATORS =— FEDERAL STATUTES

State and Local Fiscal Assistance Act of 1972 (Revenue Sharing)

Three indicators of community need are incorporated in the Revenue
Sharing program administered by the U.S. Department of the Treasury. These
are population, tax effort and relative income. From the point of view of
fiscal stress, tax effort and relative income are the most significant
factors adjusting for the intemsity of the fiscal problem. Tax effort is
determined by comparing all local taxes ralsed by genmeral purpose govern-
ment (exclusive of education) to the total personal income of the jurisdic—~
tion. The greater the ratio of taxes raised locally (property, sales, in-
come etc.) to local income, the greater the need for federal Revenue Shar-
ing as defined in the allocation formula. Relative income is measured by
the ratio of local per capita income to the county per capita income for
the county in which the municipality is located. This index is one of rela-
tive household budget comstraint. The higher the index of relative income,
the lower the level of funding through the Revenue Sharing program.

~
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U.S. Department of Housing and Urban Development

Fiscal stress of local government is entered only indirectly into the
U.S. Department of Housing and Urban Development (HUD) program of Com~
munity Development Block Grants. The purpose of the program is to support
communities facing a broader range of ecomomic distress. The characteris-
tics used for this purpose include population, persons below the poverty
level, overcrowded housing, population decline, and housing age. Similar
indicators are used’ in HUD's Urban Development Action Grant program.
Eligibility to apply for a Community Development Block Grant is based upon
scores on indicators such as age of housing stock, change in per capita
income, poverty level, population loss, and unemployment. Many of these
indices are linked to fiscal stress, but nome of them directly measure it.

Congressional Budget Office -— Urban Need Indices

More direct use of fiscal need factors is made in the Congressional
Budget Office's Urban Need Indices (Subcommittee on the City, 1978). Fiscal
need exhibited by cities is partitioned into short-run factors such as
liquidity, debt burden, tax effort and statutory payments. Conceptually,
long-term stress occurs where service needs exceed the fiscal capacity of
the jurisdiction. The measurement of long-term stress is recognized by the
CBO to be an unsolved research problem. However, the ability of local units
of govermment to export their tax base to other jurisdictions is used as
one example of an index of fiscal strength.

FEDERAL INDICATORS OF FISCAL STRESS —— THE RANKING OF OLD BRIDGE

Twelve suburban New Jersey municipalities that are growing at a moder—
ate level and fall within the population range of 38,000 to 90,000 are used
for the purpose of comparison with the Township of 0ld Bridge. (The size
and growth criteria, earlier discussed, make this categorization essen-
tial.) Exhibit 1 displays several socioeconomic indices used by the Revenue
Sharing, CDBG and UDAG programs to qualify or allocate resources to needy
cities. The first two indices represent local tax effort and personal
income. The average property tax levy per household in 0ld Bridge is the
third highest for the set of cities; its median household income level is
ranked eighth. Three indices related to HUD programs complete the Exhibit.
The unemployment rate, a qualifier for UDAG, for 0ld Bridge is 5.8 percent
(as of the 1980 Census), which is the sixth highest value; 0ld Bridge has
the sixth highest level of housing units that are overcrowded and the sev-
enth or median level of units lacking complete plumbing. 0ld Bridge, among
other comparably sized and similarly growing cities statewide, ranks close
to the median value on most federal fiscal stress indices.

The Congressional Budget Office presents two separate sets of fiscal
stress indicators. Exhibit 2 displays indicators used to assess short-run
municipal liquidity. There are two expenditure variables -- statutory and
debt service -~ which take precedence over other local expenditure terms.
01d Bridge has the fourth highest levels of statutory expenditures, well
above the median, for pension, fringe benefit, and Social Security-type
expendi tures.



EXHIBIT 1

INDICATORS OF FISCAL STRESS USED BY THE DEPARTMENTS OF THE TREASURY
AND HOUSING AND URBAN DEVELOPMENT

Percent of Occupied

Total Property Tax Median t Total t Percent of Housing Units Lacking
Levy Per Household Household - Unemployment Housing Units Complete Plumbing for
City (1982) Income Rate Overcrowded* Exclusive Use
Woodbridge $1,351 (10) 24,054 ( 7) 5.1 ( 9) 1.96% ( 6) 0.63% ( 2)
Hamilton 1,415 ( 8) 21,100 (10) 4.8 (10) 1.63 (9) 0.53 ( 4)
Edison 1,544 ( 6) 25,206 ( 5) 4.6 (11) 1.93 (7) 0.59 ( 3)
Cherry Hill 2,016 (1) 32,708 (1) 5.1 ( 8) 0.91 (13) 0.42 ( 8)
Dover Twp. 1,306 (11) 21,104 ( 9) 7.8 ( 4) 1.43 (12) 0.25 (11)
Middletoun 1,841 ( 2) 26,631 ( 3) 5.2 ( 7) 1.47 (11) 0.30 (10)
Brick 1,121 (12) 20,370 (12) 7.9 ( 3) 1.98 ( 5) 0.23 (12)
Parsippany-Troy Hills 1,690 ( 4) 27,154 ( 2) 3.6 (13) 1.61 (10) 0.50 ( 6)
Gloucester Twp. 1,497 ( 7) 20,652 (11) 7.0 ( 5) 1.70 ( 8) 0.36 (9)
Piscataway 1,554 ( 5) 24,636 ( 6) 4.5 (12) 3.27 ( 2) . 0.52 (5)
Willingboro 1,410 ( 9) 25,269 ( 4) 8.8 ( 2) 2,73 ( 3) 0.04 (13)
Lakewood 1,101 (13) 14,703 (13) 10.3 (1) 4.61 (1) 1.02 (1)
0l1d Bridge 1,706 ( 3) 23,222 ( 8) 5.8 ( 6) 2.62 ( 4) 0.47 (7)

Note: In all columns, 1 denotes the highest value, 13 the lowest value, and 7 the median of all values.

tSource: U.S. Census, 1980. Parentheses represent rank of city on fiscal stress index.

*0Overcrowded 1s defined as a housing unit with more than 1.01 persons per room.
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EXHIBIT 2

CBO LIQUIDITY FACTORS RELATED TO FISCAL STRESS

Per Per Capita Per Capita

Capita Statutory Per Capita Debt Service
City Surplus Expenditures Net Debt Expendi tures
Woodbridge 29.54 (10) 25.82 ( 6) 443 (2) 47 (2)
Hamilton 77.26 ( 2) 25.37 ( 7) 359 (3) 29 (8)
Edison 38.74 ( 8) 45,41 ( 1) 342 (6) 67 (1)
Cherry Hill 86.46 ( 1) 19.99 ( 9) 339 (7) 39 (5)
Dover 62.48 ( 4) 30.64 ( 2) 351 (5) 42 (3)
Middletown 63.60 ( 3) 13.19 (13) 356 (4) 40 (4)
Brick 40.50 ( 5) 23.03 ( 8) 289 (9) 31 (6)
Parsippany 40.44 ( 6) 14,04 (12) 687 (1) 23 (11)
Gloucester 12.80 (12) 16.69 (11) 153 (12) 13 (13)
Piscataway 30.04 ( 9) 27.16 ( 5) 305 (8) 22 (12)
Willingboro 26.97 (11) 17.03 (10) 94 (13) 24 (10)
Lakewood 40.32 ( 7) 29.94 ( 3) 235 (10) 27 (9)
01d Bridge 12.04 (13) 27.38 ( 4) 211 (11) 30 (7)

Note: In all colums 1 denotes the highest value, 13 the lowest value, and 7 the
median of all values.

Source: Annual Report (1982), Division of Local Government Services, New Jersey

Department of Community Affairs.
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Net debt is the total debt outstanding for municipal as opposed to
that issued by school district or special districts. 0ld Bridge has a rela-
tively low level of municipal debt at $211 per capita or the eleventh of
the thirteen cities compared. Lastly, the per capita surplus represents the °
unappropriated savings of the municipality. These are resources that can be
used by the municipality without altering the tax rate (subject to munici-
pal budget caps). The per capita surplus in 0ld Bridge was $12.04 for 1982.
This was the lowest value among the thirteen size/growth-related comparable
cities.

The indicators of long~term fiscal strength used by CBO are included
in Exhibit 3. These indices represent the exportability of the local tax
base, due to the presence of commercial or industrial property. 0ld Bridge
is shown to have the tenth highest rating for the growth rate of commercial
and industrial property valuations and the eleventh highest level of per
capita business ratables in 1982.

In summary, the fiscal stress indices used by the CBO show 0l1d Bridge
to be a municipal corporation facing slightly above average fiscal stress
both in the short-run 1liquidity factors and in the long-run tax base
exportability factor.

FISCAL STRESS INDICATORS —— NEW JERSEY STATUTES

Two forms of fiscal stress indicators are used in New Jersey statutes.
One set of indicators legally defines the situatiomns under which local fis-
cal conditions trigger a state review of and intervention in local govern-
ment operations. The second set of indicators defines relative need and
prescribes the intergovernmental process for redistributing state-collected
revenue, Each of these types of fiscal stress indicators will be used to
examine the fiscal comnditions of 0l1d Bridge, New Jersey.

Indicators Used to Define
Unsound Financial Conditions

One set of fiscal stress criteria legally defines municipalities as
being in unsound financial condition (NJSA:27BB-55). Six provisioms exist
in the law; if any ome condition is judged present, the municipality's
financial capacity is reviewed by the New Jersey Local Finance Board
(NJSA:27BB=-81). The six conditions are as follows:

(1) A default exists in the payment of bonded obligations or notes for
which no funds or insufficient funds are on hand or segregated in a special
trust fund.

(2) Payment is due and owing the state, county, school district, or
special district, or any of them are unpaid for the year just closed and
the year next preceding that year.

(3) An appropriation for "cash deficit of preceding year” in an amount
in excess of 4 percent of the total amount of taxes levied uponm real and



EXHIBIT 3

CBO LONG-TERM FISCAL STRENGTH INDICATORS

COMMERCIAL AND INDUSTRIAL RATABLES 1970 TO 1982

Equalized Equalized

Valuation Valuation Per Capita

1970 1983 Average Annual C+I Ratables
City (000) (000) Percent Change 1982
Woodbridge 219,398 ( 2) 798,626 ( 2) 22.0%2 ( 8) 8,866 ( 4)
Hamilton 82,761 ( 4) 261,942 ( 6) 18.0 (11) 3,163 ( 6)
Edison 220,583 ( 1) 802,560 ( 1) 21,9 (9) 11,432 ( 2)
Cherry Hill 143,468 ( 3) 189,277 ( 7) 2.6 (13) 2,752 ( 8)
Dover 61,512 ( 7) 359,950 ( 5) 40.4 ( 4) 5,589 ( 5)
Middletown 34,137 ( 8) 126,683 ( 9) 22,6 (7) 2,024 (10)
Brick 28,538 ( 9) 136,856 ( 8) 31.6 ( 5) 2,552 ( 9)
Parsippany 65,691 ( 6) 481,311 ( &) 52.7 (1) 9,653 ( 3)
Gloucester 10,564 (13) 66,136 (12) 43.8 (3 1,464 (12)
Piscataway 82,075 ( 5) 544,656 ( 3) 46.9 ( 2) 12,900 ( 1)
Willingboro 17,786 (12). 31,511 (13) 6.9 (12) 814 (13)
Lakewood 27,272 (11) 118,783 (10) 27.9 ( 6) 3,088 ( 7)
01d Bridge 28,372 (10) 91,739 (11) 18.6 (10) 1,729 (11)

Note: In all columms 1 denotes the highest valﬁe, 13 the lowest value, and 7
the median of all values.

Source: Annual Reports (1970; 1983), Division of Local Government Services, New
Jersey Department of Community Affairs.
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personal property for all purposes in such pfeceding year, is required to
be included in the budget for the year just closed.

(4) Less than 70 percent of the total amount of taxes levied for all
purposes upon real and personal property in the taxing district, for the
. year just closed and for the prior year, were collected during the year of
levy.

(5) The appropriation required to be included in the next regular
budget for the liquidation of all bonded obligations or notes exceeds 25
percent of the total of appropriations for operating purposes in the budget
for the year just ended.

(6) Judicial determination exists of gross failure of the local unit
to comply with provisions of the "Local Bond Law,” the "Local Budget Law,”
or the "Local Fiscal Affairs Law,” such that the fiscal integrity of the
municipality is substantially jeopardized.

The information required to test a municipality's fiscal comdition is
available for the most part from unpublished reports held by the New Jersey
Department of Community Affairs. These are the Financial Statement of the
unit of government, and the audited Local Municipal Budget.

The documents for 0l1d Bridge have been reviewed by CUPR for the local
fiscal years 1982 and 1983. In no case was Old Bridge in danger of trigger—
ing review by the Local Finance Board. Exhibit 4 displays the values of 0ld
Bridge on each of the financial condition variables. Columns 1 and 2 show
that no bond defaults exist and no payments are due to other units of gov-
ernment. Column 3 shows that no deficit exists and that a cushion of over
$1 million of deficit could exist prior to the triggering of a review by
the Board. Column 4 shows that tax collections are 25 percent above the
review threshold; while Column 5 shows that the debt service is less than
half the level required to trigger inquiry. Finally, as is shown in the
last column, no judicial reviews indicating failure to comply with State
law have occurred. In conclusion, 0ld Bridge as of 1983, across a variety
of indices, cannot qualify as being in an unsound financial conditiom.

Indicators Used to
Redistribute State Income

New Jersey, as well as other states, has established numerous state
programs whose goals are to lessen the fiscal disparities found amomng local
governments. The state redistributes income to local units of government
through many agencies. The most important agencies are the Departments of
Treasury, Community Affairs, Commerce and Econmomic Development, and Educa-
tion. These policies are operationally defined through the use of fiscal
stress indicators which are combined in algebraic formulae. They perform in
the aggregate to demonstrate the level of resource distribution a qualified
community should enjoy. ’

In the sections to follow, the legal criteria for judging the absolute
and relative fiscal strength of units of local govermment in general, and
their application to 0ld Bridge, in particular, will be examined.



EXHIBIT 4

SIX BASIC INDICATORS USHED TO TEST FOR THE PRESENCE OF UNSOUND FINANCIAL (DNDITIONS WITHIN A OMMUNTTY
—— FISCAL SOLVENCY OF OLD BRIDCE, N.J. —-

INDICATORS
(1) (2) 3) ' (4) (5) (6)
STATE Default on Unpaid Payments Appropriation less than 707% Appropriation to Liquidate Judicial De—~
INDICATORS | Oblipgation to Other Units for Cash Deficit of Tax levy Scheduled Debt Service termination of
ists of Govermment in Fxcess of Collected Exceeds 25% of Fatlure to
47 of levy Operating Budget Comply with
Local Bond law
OLD BRIDGE
RE(DRD ON (Debt Ser-
STATE vice as a
TNDICATORS ' (Opera— % of Op—
(Total Debt  ting erating
(Deficit) (4% of Levy) Service) Budget) Budget)
1982 No None 0 $1,164,206 96.597% $1,592,537 $11,103,376 14.3% No
1983 No None 0 $1,591,147 96.727% $1,351,234  $11,790,315 11.5% 1)

Source: New Jersey Division of Local Government Services, Nepartment of Commnity Affairs, “Financial Statements and Audited Budget for Old
Bridge,"” 1982, 1983,

‘0T-T
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New Jersey Department of Treasury

The Department of Treasury redistributes income to municipalities
through two separate programs: Revenue Sharing and the Municipal Purposes
Tax Assistance Act of 1980, Each of these programs will now be reviewed and
the position of 0ld Bridge, on the various eligibility and distribution
formulae, examined.

State Revenue Sharing. The State Revenue Sharing Act of 1976 is ome
component within a broad package of state fiscal reform measures that
brought with it the Gross Income Tax Act and the Homestead Rebate (NJSA
54:4-3,80). A fund has been created with the State Treasury from the pro-
ceeds of the Gross Income Tax and is, in turn, allocated to the municipal-
ities of the state. Qualification to receive Revenue Sharing is based upon
a single criterion. All municipalities with a total effective tax rate in
excess of $1.00 per $100 of equalized real property valuation qualify for
aid. Disbursement from the fund is then made in direct proportion to the
ratio of the municipality's population to the total population of all
qualifying municipalities.

The effective tax rate is the sum of the equalized tax rates applied
to local property for municipal, school district, and county purposes. It
is one measure of the tax price paid by local citizems for public services
(Bergstrom and Goodwin, 1973). When used as a fiscal stress indicator, the
threshold value defining stress (i.e., $1.00 per $100 of equalized valua-~
tion) is the critical factor. Exhibit 5 shows the effective tax rate of 0ld
Bridge for the years 1978 to 1982, as well as the number and percent of New
Jersey municipalities eligible for Revenue Sharing under this statute. In
each of the five years, 0ld Bridge has exceeded the threshold value for
Revenue Sharing. However, the threshold value is set sufficiently low that
over 97 percent of all New Jersey municipalities also qualify. It is clear
that the discriminatory power of this legislation has little meaning in
terms of relative need. To say a city is needy based upon state Revenue
Sharing is to say that almost all cities are needy.

Municipal Purposes Tax Assistance. The second program administered by
the New Jersey Department of Treasury for the purpose of redistributing
public wealth is the Municipal Purposes Tax Assistance Act of 1980. Es-
tablished to aid needy municipalities, a pool of momey is set up from
revenues acquired through the Gross Receipts and Franchise Tax as well as
with supplemental appropriations of the legislature. Based upon a set of
objective criteria, municipalities are qualified for assistance and re-
distribution levels are determined (NJSA 54:1-45-54).

Two levels of municipalities are established. A qualifying municipal-
ity is one whose municipal equalized real property tax rate is not less
than the state average and whose per capita equalized assessed valuation is
less than 90 percent of the state average. A participating municipality is
one whose tax rate is above one-half the state average and has a per capita
equalized assessed value of less than twice the state's average. Qualifying
municipalities clearly exhibit a higher tax price for municipal goods than
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EXHIBIT 5

. EQUALIZED TAX RATE FOR OLD BRIDGE
AND NUMBER AND PERCENT OF ALL NEW JERSEY MUNICIPALITIES
QUALIFYING FOR REVENUE SHARING

Number of Total Number of
01d Bridge Municipalities Municipalities
Year Tax Rate Qualifying Qualifying
1978 3.24 564 99.47
1979 3.16 563 99.29
1980 3.03 555 97.88
1981 3.10 553 97.53
1982 2.87 552 97.35

Source: Annual Reports (for years indicated), Division of Local

Government Services, New Jersey Department of Community
Affairs.
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do participating municipalities. The higher tax rate indicates a greater
willingness to charge for services, while the lower tax base shows that a
higher burden exists in the raising of local revenue.

The distinction between the two types of municipalities is reflected
in the pool of resources to be redistributed within each. Qualifying
municipalities are allocated 23/27ths of the fund; while participating
municipalities are allocated the remainder. The redistribution mechanism is
the same in both cases. Aid is apportioned in direct proportion to popula-
tion and inversely to the ratio of the municipal-to-state per capita equal-
ized assessed valuation of real property (NJSA 54:1-49). Exhibit 6 shows
the status of the thirteen size-comparable cities with respect to the
Municipal Purposes Tax Assistance program. Two cities are in the set of
"qualifying” cities, an additiomal six are “participating.” 0ld Bridge
fails to meet the tax rate threshold requirement for a "qualifying” city.
However, both tax rate and tax base requirements enable 0ld Bridge to be
categorized as a participating city. It clearly 1is set apart from those
communities requiring substantial subsidy.

"Indicators Used by
Department of Community Affairs

The Department of Community Affairs (DCA) administers several redis-
tribution‘grograms.<These include the Urban Aid program, which is an en-
titlement;” the Safe and Clean Neighborhoods program, which qualifies
cities and determines grant size via a formula, but distributes aid on the
basis of a formal application process; and programs such as Neighborhood
Preservation, which possess subjective qualifying criteria and distrib-
ute aid on the basis of application.

Two aid programs administered through DCA use the same eligibility
requirements. These will therefore be treated as a unit. The Safe and Clean
Neighborhoods Act of 1979 is an income-redistribution program designed to
aid needy cities, to improve the services of the police and fire depart-
ments, as well as other approved municipal programs related to safe and
clean neighborhoods. The program requires a dollar-for-dollar matching of
resources out of the local treasury. It further requires the local govern-
ment to apply for aid and to submit a program showing its use related to
current municipal needs.

Another program, State Aid to Municipalities for Services and to
Offset Property Taxes, is commonly called the Urban Aid program. This is an
entitlement program which redistributes state income on the basis of the
same formula as that for the Safe and Clean Neighborhoods program. The
eligibility requirements for the program are the following:

*Entitlement -- Once a community meets threshold criteria, it qualifies
for a basic grant which is not further enhanced or lessened by severity of
stress.



EXHIBIT 6

FISCAL STRESS INDICATORS USED TO DETERMINE MUNICTPAL FLIGIBILITY FOR MUNICIPAL PURPOSES TAX ASSISTANCE: 1984

Threstold Values for Eligibility Threshold Values for Eligibility

Equalized as Participating Municipality as a Qualifying Municipality Partic—
Mnicipal Per Capita Fqualized Per Capita Equalized Per Capita Equal- ipating Qmlifying
Purposes Fqualized Tax Rate Equnalized Tax Tax Rate 1zed Tax Base Munic—- Mmnic—-
Ciy Tax Rate Valuation Greater than Base Iess than  Greater than less than ipality ipality
Woodbridge .138 30,853 .295 52,036 591 23,416
Hamilton 316 19,514 " " " * x
Edison 149 33,922 * " " "
Cherry Hill .271 2,225 * " " *
Dover Twp. .370 30,818 * * " " x
Middle toun 456 26,448 * " " * x
Brick 418 27,294 " " * " x
Parsippany-Troy Hills 483 36,358 * " * * X
Gloucester Twp. .386 13,374 " " " "
Pisca tavay 0277 32,632 * " " "
Willingboro .611 - 13,760 * * " ” x
Lakewood JI5 18,269 . " " . x
0ld Bridge «562 20,092 . " . . x

Total Statewide Number of:

Participating Municipalities 241

Qualifying Municipalities

Source: Mano, New Jersey Department of the Treasury, Division of Taxation, Local Property and Public Utility Branch, 9 August 1984,

94
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1. The municipal population must exceed 15,000, or the munic-
ipality must have a population density in excess of 10,000
per square mile;

2. The municipality must have at least ome (1) publicly fi-
nanced dwelling unit for low-income families;

3. The municipality must have at least two hundred fifty-ome
resident children enrolled in school, the families of whom
participate in the Aid to Families of Dependent Children
Program. If population exceeds 20,000, population density
exceeds 7,000 per square mile, and municipal equalized
valuation per capita is at least $4,500 lower than the
state equalized valuation per capita, this requirement does
not apply;

4. The municipal equalized real estate tax rate must exceed
that of the State of New Jersey. If population exceeds
25,000, and municipal equalized valuation per capita is at
least $2,000 lower than the state equalized valuation per
capita, this requirement does not apply; and

5. The municipal equalized real estate valuation per capita
must be less than that of the State of New Jersey. If the
municipality's equalized tax rate exceeds the state equal~
ized tax rate by $0.75 or more, this requirement does not

apply.

Qualifications for aid under either of these programs require the use
of an algebraic equation and include the grandfathering of early qualifiers
to the programs. Exhibit 7 displays the values of the need indices for the
thirteen comparable cities set. Population size qualifies all cities on the
list even though population density is below the threshold in all cases.
The number of AFDC childrem qualifies all but ome of the thirteem cities;
the exception 1is Parsippany-Troy Hills. Similarly, 0ld Bridge qualifies omn
the basis of size of tax base. Six of the thirteen cities qualify for aid
as of FY 1985; 0l1d Bridge's award in Urban Aid is about the middle and is
near last in Safe and Clean Aid within the set of comparable cities.

In summary, the fiscal stress indices used by DCA for key support pro-
grams show Old Bridge, along with five other comparable size cities, to be
in some need of state aid to help maintain public services. The most sig-
nificant factor separating qualifying from non-qualifying cities 1is the
size of the city's tax base. Therefore, efforts to increase the tax base
will, by statutory definition, lessen the fiscal stress found in 0ld
Bridge. Given that 0l1d Bridge has the lowest population density of any of
the cities, the economies of scale promoted by growth might well ease the
fiscal problems identified in this set of programs.



EXHIBIT 7

RANKING OF CITIES IN THE (OMPARABLE DATA SET ON FISCAL STRESS INDICATORS USED FOR THE URBAN AID AND SAFE AND CLEAN NEIGHBORHOOD PROGRAMS

Per Capita
Equalized Mmicipal .
Number of Valuation Tax Rate Safe and Clean
Population Population  AFDC Children is less than Pxoeeds State  Qualifer Urhan Ald  Neighborhoods
City (1980) Density January '83 $24,018 Average for Urban Ald (1985) Atd (1985)
Woodbridge 90,074 (1) 3,899 ( 2) 433 (8) o no yes 69,840 (6) 546,560 (2)
Hamilton 82,801 ( 2) 2,103 ( 6) 501 (6) yes no yes 116,640 (4) 600,718 (1)
Edison 70,193 ( 3) 2,290 ( 4) 313 (10) no o m '
Cherry Hill 68,785 ( 4) 2,845 ( 3) 307 (11) no no
Dover 64,455 ( 5) 1,549 (11) 814 (3) ™ no
Middle town 62,574 ( 6) 1,523 (12) 323 (9) o o
Bridk 53,629 ( 7) 2,031 ( 8) 506 (5) m no
Parsippany Troy-lills 49,868 ( 9) 2,052 ( 7) 52 (13) o o
Gloucester Tup. 45,156 (10) 1,951 ( 9) 512 (4) yes no yes 85,860 (5) 78,267 (6)
Piscataway 42,223 (11) 2,234 ( 5) 21 (12) no no no
Willingboro 39,912 (12) 5,252 ( 1) 838 (2) yes yes yes 207,000 (2) 204,828 (4)
Lakewood 38,464 (13) 1,576 (10) 1,435 (1) yes yes yes 263,499 (1) 282,522 (3)
01d Bridge 51,515 ( 8) 1,345 (13) 476 (7) yes " o yes 167,040 (3) 165,239 (5)

Source: Mamw, Frank thines Jr., Division of local Government Services, New Jersey Department of Conmmity Affairs, August 1984,
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Special Urban Aid

Most recently, state aid to needy municipalities has been expanded
through a program identified by the Department of Community Affairs as the
Special Urban Aid/Special Public Safety Aid program. Passed in 1983 as P.L.
1983 c. 451, the supplemental state aid program qualifies cities for spe-
cific funding levels based upon population size. The funds are to be ex-
clusively used to improve or expand the services of the police and fire
departments. To receive funds, municipalities must apply to DCA and justify
the aid on the basis of fiscal need. The specific criteria are cash defi-
cits, shortfalls in revenue, personnel reductiomns, tax collection failings,
equalized valuation per capita, and general fiscal well-being of the munic-
ipality. 0l1d Bridge qualified on the basis of population for a grant of
$110,000. However, the Director of the Division of Local Government Serv—-
ices rejected the application on the basis of insufficient need demonstra-
ted by the municipality.

‘Programs Where Municipalities
Reveal Their Status as Needy

In addition to the several entitlement and block grant programs, there
are additional programs available for local use that give insight as to the
fiscal strength of a jurisdiction.

Tax Abatements and Exemptions
as Indices of Need

New development or rehabilitation can benmefit a municipality by di-
rectly increasing the local tax base. In turn, improvements in ome parcel
may trigger improvements in others. In recognition of bemeficial neighbor-
hood effects, legislation has enabled municipalities to offer tax abate-
ments and exemptions to property owners.

Under the Home Improvement Tax Cut Act of 1981, municipalities can
abate some portion of a homeowner's tax assessment. This occurs when the
owner improves his or her dwelling unit. In addition, up to $15,000 of the
value of the improvement may be exempted from real property taxation. The
annual amount of the abatement cannot exceed 30 percent of the annual
amount of the exemption. To qualify for the abatement and exemption pro-
visions of this act, the county planning board must determine that the
municipality's residential neighborhoods are in need of rehabilitation
(NJSA 54:43-3.74). The criteria to be used are the existence of areas with-
in the municipality that have previously been declared blighted; deteriora-
tion in housing maintenmance; age of housing stock; and arrearage in real
property taxes due on residential properties. The municipality must in turn
enact an ordinance providing for the exemptions and abatements for specific
neighborhoods for the city as a whole. Exemptions of improvements can be
created for five years following an improvement (NJSA 54-:4-3.75a). Real
property, prior to the improvement, can have its assessed valuation reduced
by up to 30 percent of the exemption, also for a period of five years (NJSa
54: 4=3.75b). Similar provisions are available for commercial and industri-
al properties under NJSA 54:4-3.96.
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0l1d Bridge has not enacted a residential tax abatement program. 01ld
Bridge has passed an ordinance under the commercial-industrial abatement
program. Currently only 17 parcels or less than 5 percent of total com-
mercial-industrial properties are taxed at reduced rates under the pro-
vision of the law.

Neighborhood Preservation
Status as an Index of Need

Under the broad powers given the state to promote the health, safety,
and welfare of its citizens, the Department of Community Affairs has been
empowered to aid in the restoration of threatened but still viable neigh-
borhoods through grants to local units of government. Neighborhood pres-
ervation is supported by the Department in the form of grants to help fi-
nance intensive code enforcement action, the rehabilitation, clearance,
demolition and removal of building and improvements for related public
services, acquisition of real property exerting a blighting influence on a
neighborhood, the acquisition, comstruction, or installation of public
works, the disposition of real property acquired through the act, and for
neighborhood planning programs (NJSA 52: 27D-146). To be eligible for this
program, the municipality must establish a neighborhood preservation
agency and apply to the Department of Community Affairs describing the
activities to be performed by the agency for which the grant is required.

The rehabilitation of privately owned property is permitted through
the Neighborhood Preservation Housing Rehabilitation Loan and Grant Act of
1975. The Housing Rehabilitation Program of the Department of Community
Affairs 1is a revolving loan and grant fund designed to be operated by
agencies of municipal government for the purposes of improving privately
owned residential housing. Municipalities are qualified on the basis of
judgments as opposed to discrete census information. Once qualified, the
municipal neighborhood preservation agency administers a local fund sup-
plied with revenues from the state as well as the U.S. Department of
Housing and Urban Development.

To qualify for these revenues, a municipality must establish that:

1) deteriorating conditions have substantially reduced the incentive
for private investment and reinvestment,

2) dilapidation, deterioration and obsolescence will become prevalent
without governmental aid,

3) deteriorating conditions can be reversed, and

4) the rehabilitation of housing is necessary in the interest of the
public health, safety, and welfare (NJSA 52:27D-159).

01d Bridge applied to DCA for Neighborhood Preservation status in
April of 1983 and was rejected. It resubmitted its applicatiomn in July of
1984 and, as yet, has not had a decision rendered by the Department.
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Fiscal Stress: The Schools

The 1inequitable distribution of school district resources across
cities and suburbs became the focus of policy during the 1960s and early
1970s. The New Jersey Supreme Court in Robinson v. Cahill (1973) required a
major overhaul in the manner of supporting public education. A new package
of state aid programs and an expenditure cap law sought to break the depen-
dence of the local district upon its local property tax base. In so doing,
the local fiscal incentives restricting land development have been greatly
diminished. Decisions to build or not to build can be based upon criteria
other than tax base.

In New Jersey, the state aid to education program has been altered in
such a way as to ease local dependency on the property tax base. Under the
Public School Education Act of 1975, much of the fiscal burden for the sup-
port of public education has shifted to the state with income redistribu=-
tion accomplished through state revenue derived from the Gross Income Tax.

Two major programs accomplished most of this task; these are the Cur—
rent Expense Equalization Aid and the Debt Service and Capital Outlay
Equalization Aid programs. Both programs were enacted as a result of the
State Supreme Court's decision in Robinson v. Cahill (Reock, 1982). Both
programs approach the disparity in local taxable wealth among communities
by the partial funding of locally enacted educational policies. The percent
of the local educational budget, both operating and capital, supported with
Department of Education funds is determined by the use of ome fiscal stress
index: the size of the local equalized valuation per pupil in relatiom to
the state average equalized valuation per pupil.

The results of this program can be seen in Exhibit 8. School district
tax rates which were stable-to~growing prior to the act have fallen sig-
nificantly over the seven years following enactment. While a drop in en-
rollment certainly contributed to the declines, expenditure caps and state
aid have contributed to both lowering the average tax burdem from a high in
the thirteen comparable cities in 1971 of $2.27 per $100 to $1.50 in 1982.
Furthermore, the burden is becoming more evenly spread. In 1971 the spread
in tax rates among these schools was from a low of $1.83 to a high (which
was 0l1d Bridge) of $3.28. In 1982, the spread is from $0.94 to $1.94 with
0l1d Bridge no longer experiencing the highest rate. The standard deviation
scores shown in the final row of the Exhibit show a consistent evening of
the burden over the years 1971 to 1982, thus confirming the preceding
analysis.

In general, the following formula determines the fractiom of operating
and capital expenditures that will be supported by the state:

State Aid = 1.00 - Local Equalized Valuation Per Pupil
Fraction Guaranteed State Equalized Valuation Per Pupil




EQUALIZED SCHOOL DISTRICT TAX RATES

(ANNUAL MEANS AND. STANDARD DEVIATIONS)
FOR THREE YEARS PRIOR TO AND THREE YEARS FOLLOWING
ENACTMENT OF THE 1975 PUBLIC SCHOOL EDUCATION ACT

EXHIBIT 8
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School District 1969 1971 1973 1977 1979 1982
Woodbridge 1.86 1.86 .1.85 1.79 1.72 1.62
Hamilton 2.00 2.08 1.87 1.62 1.53 1.57
Edison 1.79 1.03 1.67 1.87 1.73 1.48
Cherry Hill 2.40 2.47 2.51 2.30 1.96 1.73
Dover Twp. 1.87 2.19 1.85 1.54 1.66 1.56
Middle town 2.14 2.23 1.84 1.55 '1.46 1.43
Brick Twp. 2.37 2.34 1.90 1.48 1.49 1.25
Parsippany-Troy Hills 2.17 2.17 2,22 1.89 1.57 1.44
Gloucester 1.62 1.83 1.50 1.09 .98 .94
Piscataway - 2.31 2.33 2.16 2.18 1.97 1.40
Willingboro Twp. 2.98 3.04 2.78 2.06 2.06 1.94
Lakewood Twp. 2.30 2,43 2.19 1.86 1.70 1.42
01d Bridge 2.83 3.28 2.75 2.18 1.92 1.73
Mean 2.20 2.27 2.08 1.80 1.67 1.50
Standard Deviation 0.379 0.534 0.382 0.327 274 .236

Source: Annual Reports (for years indicated), Division of Local Government
Services, New Jersey Department of Community Affairs.
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The guaranteed valuation is a multiple of the state average equalized
assessed valuation per pupil. The multiplier for fiscal year 1983-84 was
1.344. As shown in Exhibit 9 this produces a guaranteed valuation for sup-
port of local education of $223,920 per pupil of the 1984-85 budget year.

Exhibit 9. Equalized Valuation Per Pupil, 1983-84.

State Average : $166,235
Guaranteed Valuation 223,920
01d Bridge 119,242

In the case of 0l1d Bridge, the per pupil equalized valuation for the
current budget year is $119,242., The state will support (up to a maximum)
local educational policies as if 01d Bridge had a tax base at the
guaranteed level. The equalization aid formulas, therefore, provide state
funding for 46.75 percent of both the net current expense budget as well as
the capital and debt service budget. However, given that 01d Bridge's
current expense budget exceeds the upper limit supported by the state
equalization program, a somewhat smaller fractiomal share of the budget is
actually supported by the state. This is shown in Exhibit 10.

Exhibit 10. 0l1d Bridge School District Budget and State Equalization
Aid for Fiscal Year 1984-85.

Net Current Expense Budget (NCEB) $31,718,174
Maximum Support Budget 30,552,150
State Equalization Aid 14,283,130
Capital Outlay Aid 181,066
Debt Service Aid 482,960
NCEB/Pupil 3,594
Maximum Support 3,462

Thus, while 0ld Bridge has a below-average equalized assessed valua-
tion per pupil, the effect of the equalization aid program is to give Old
Bridge a tax base of approximately 33 percent above average. Further, 01ld
Bridge has through its own decision-making apparatus chosen to exceed the
support level by $1,166,024. In total, when compared with the 61 school
districts of the same type throughout the three counties closest to 01ld
Bridge -- Middlesex, Mercer, and Mommouth -—— 0l1d Bridge has the 18th high-
est per pupil expenditure level.

Budget Cags

The second mechanism designed by the state to lessen fiscal dispari-
ties among school districts is the budget cap law. The cap law limits the
growth in what is termed the net current expense budget per pupil to 75
percent of the annual growth rate in the state's aggregate equalized
valuation of taxable property. The fiscal stress index used to adjust the
local expenditure level is the ratio of the state average expenditures per
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pupil to the local district's expenditure per pupil. For school districts
whose per pupil expenditures are above the state average, the expenditure
base from which the cap is calculated is the district's own expenditure
level. For school districts with below-average expenditures, the base is
raised to the state average value. This permits them a larger rate of
growth in expenditures than that permitted the higher spending districts.
Since local revenues are leveraged with state aid, the price of a marginal
aid dollar is reduced for the poorer district.

The rate at which a district is willing to increase expenditures in
relation to its budget cap is a measure of its willingness to spend and its
fiscal strength given the state aid package. Exhibit 11 displays the net
current expenditure budgets and enrollments needed to show the rate at
which the local school board chose to raise school expenditures as of
school year 1982-83. 0ld Bridge is shown to have the fourth highest per
pupll expenditure level, 46 percent of which was derived from state aid.
Its allowed rate of increase was 7.69 percent which was the 8th highest
value out of the eleven comparable school districts. This reflects both its
current desire for high expenditures as well as its relatively sound fiscal
condition. Lastly, the percent of the permitted cap income actually used
was 84 percent. This 1Is also the fourth highest rate of growth in expendi-
tures found within the set of local school districts.

The school aid program, combined with the expenditure cap law, has
provided 0l1d Bridge a mechanism for maintaining a relatively high level of
expenditures while raising only 56 percent of the expenditure budget local-
ly. This has significantly diminished the tax price of public education for
property owners in 0ld Bridge, and therefore minimizes its use as an argu-
ment against land use development.

CONCLUSION

Fiscal stress -- in terms of unmet demands for municipal and educa-
tional services -- is a fact facing all who operate in the local fiscal
arena. Demands for services are met with expenditures constrained by the
level of state aid, by the local voters' willingness to be taxed, and by
the state's willingness to see them taxed. Within the many unique local
conditions, generalities have been shown to emerge. These are exemplified
in the use of population size and growth rate as indicators of service need
and expenditure. The set of comparable cities has been established for the
purpose of holding the major influence constant, thus permitting Old
Bridge's unique position to be revealed. Throughout numerous fiscal indi-
cators, 0l1d Bridge has been shown to be strong on some, weak in others, and
in the middle on most. This can be seen in Exhibit 12 where 0ld Bridge
ranks high in tax effort and relatively average in terms of poor housing
conditions. Similarly, in Exhibit 13, an average expenditure level is con-
trasted with relatively low level of debt. This information strongly under-
scores that 01d Bridge is a fiscally average municipality. This conclusion
is supported when examining indicators defined by the state to show fiscal
need.
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LOCAL SCGHOOL DISTRICT BUDGETS AND EXPENDITURE INCREASES PERMITTED UNDER THE CAP LAW

Maxtmm
Voo 0 ) Base Budget Pemmitted  Actial % % Rate of
Enrollment Per Pupil Type Fhrollment NCEB NCEB 1983-84 Increase Increase  Use of
School District 9/30/82 1982-83  District  9/30/83  1982-83 1983-84 NCEB Allowed Taken Gap Increment
Woodbridge 11,396 3,316 (3)° 3 11,261 2,448,364 42,417,844 41,381,053  7.52 4.90 65.2% ( 8)
ltam{1ton 11,340 2,860 (7) 3 11,064 32,431,211 35,261,902 35,377,725 8.73 9,08 1040 ( 2)
Edison 10,381 3,388 (2 3 10,144 35,173,585 37,765,015 36,928,325  7.37 4,98 67.6 (7)
Cherry H111 11,846 3,393(1) 3 11,341 40,360,165 43,329,645 42,119,671  7.35 4.36 59.3 ( 9)
Middle town Tup. 10,473 2,5% (10) 3 10,484 27,086,366 29,935,231 30,103,186 10.52 11.14 105.9 (1)
Brick Twp. 9,653 2,241 (11) 3 9,406 21,636,297 24,666,277 22,948,457 14.00 6.06 43.3 (11)
Parsippany Tup. 9,224 2,829 (8) 3 9,306 26,095,074 28,397,569 28,434,19  8.82 8.96 101.6 ( 3)
Piscatavay 6,189 3,08(6) 3 6,041 18,737,346 20,282,244 19,845,607 8,25 5.91 71.6 ( 6)
Willingboro Tup. 8,385 318 (5) 3 8,026 26,232,469 28,325,658 27,398,031  7.97 4.44 55.7 (10)
Lakewood Tup. 5,054 2,642 (9) 3 5,180 13,355,439 14,701,200 14,371,652 10.07 7.61 75.6 ( 5)
0ld Bridge 9,135 3,245 (4) 3 8,823 29,640,327 31,920,606 31,560,174  7.69 6.48 84.3 ( &)
Notes:

l. NCEB = Net Current Expense Budget; State NCEB per pupil for Type 3 school districts, FY 1984-85 is $3,110.

2. Type 3 school districts are responsible for all grades, kindergarten through 12th grade.
3. In listed colums, 1 denotes the highest value, 11 the lowest value and 5 1s the median of all values.

Source: New Jersey School Budgets and Property Taxes, Bureau of Government Research, Rutgers University, New Brunswick, N.J., January, 1983,
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EXHIBIT 12

RANKING OF OOMMUNITY RESOURCES FOR GOMPARABLE MUNICIPALITIES 1982

Decade Nonresi-
MUNICTPALLTY State Equalized 1980 Median Nonresidential sidential Ra—
Popula tion* Valuation lousehold Ratables 1982  table Change, Bond Tax Levy (bllected

1980 (Per Gapita) Income (Per Capita) 1972-1982 Rating (Percent)
Woodbridge Township 90,074 25,103 ( 8) 24,054 ( 7) 8,866 ( 4) 2.0 ( 8) A (1) 96.63 ( 5)
Hamilton Township (Mercer) 82,801 18,922 ( 9) 21,100 (10) 3,163 ( 6) 18.0 (11) Al (5) 95.84 ( 8)
Edison Township 70,193 30,655 ( 4) 25,206 ( 5) 11,432 ( 2) 21.9 ( 9) A (2 97.64 ( 3)
Cherry Hill Township " 68,785 27,866 ( 5) 32,708 ( 1) 2,752 ( 8) 2.6 (13) A (3) 96.49 ( 7)
Dover Township 64,455 30,946 ( 3) 2,104 ( 9) 5,589 ( 5) 40.4 ( 4) A1 (6) 9%.23 (12)
Middletown Township 62,574 25,853 ( 7) 26,631 ( 3) 2,024 (10) 22.6 ( 7) A (10) 94,69 (10)
Brick Township 53,629 27,511 ( 6) 20,370 (12) 2,552 ( 9) 31.6 ( 5) Baa-1 (12) 94,35 (11)
Parsippany-Troy Hills Township 49,868 3,342 (1) 27,154 ( 2) 9,653 ( 3) 52,7 (1) A (7 98.59 ( 1)
Gloucester Township 45,156 17,092 (12) 20,652 (11) 1,464 (12) 43.8 ( 3) A (9 92,60 (13)
Piscataway Township 42,223 31,282 ( 2) 24,636 ( 6) 12,900 ( 1) 46.9 ( 2) m (4 97.85 ( 2)
Willingboro Township 39,912 13,540 (13) 25,269 ( 4) 814 (13) 6.9 (12) Baa-1 (13) 97.07 ( 4)
Lakewood Township 38,464 18,178 (11) 14,703 (13) 3,088 ( 7) 27.9 ( 6) Baa-1 (11) 9.72 ( 9)
0ld Bridge Township 51,515 18,343 (10) 23,222 ( 8) 1,729 (11) 18.6 (10) A (8) 9%.59 ( 6)

*Note: Population 1s in descending order from highest to lowest. In all other colums 1 denotes highest value, 13 the lowest value, and 7 is the

median of all values.

Source: U.S. Census of Population, 1980; Statement of Financial Condition of Counties and Municipalities, 1982; The New Je

1983.

rsey Mnicipal Mata Book,
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FXHIBIT 13

RANKING OF QOMMUNITY OBLIGATIONS FOR (XMPARABLE MUNICTPALITIES

MUNICIPALTTY Per Capita
Population* Total Unemploy- Mmicipal Statutory Gross Debt Total Tax Levy Abated

1980 ment Rate Expenditures Expenditures Debt Service  Thax levy (Percent)
Woodbridge Township 90,074 5.1 ( 9) 338 ( 2) 25.82 (6) 547 (7) 47(2) 653(6) 12 ( 8)
Hamilton Township (Mercer) 82,801 4.8 (10) 283 ( 5) 2537 (7)) 817(2) 29(8 558 (9) 27 ( 5)
Edison Township 70,193 4.6 (11) 425 (1) 45.41 (1) sS85(6) 67(1) 728 (3) 89 (1)
Qerry i1l Township 68,785 5.1 ( 8) 242 (10) 19.9 (9) 69 (5 39(5 85(1) Al (3)
Dover Township 64,455 7.8 ( 4) N7 ( 3) 30.64 (2) 785(3) 42(3) 746 (2) .06 (11)
Middletown Township 62,574 5.2(7) 257 ( 6) 13.19 (13) 485(9) 40(4) 6V (7) -
Brick Township 53,629 7.9 ( 3) 252 (7) 23,03 (8) 543(8) 3 (6) 566 ( 8) 24 ( 6)
Parsippany-Troy ilills Township 49,868 3.6 (13) 248 ( 9) 14.04 (12) 1,887 (1) 23 (11) 713 ( 4) J1 (9)
Glouces ter Township 45,156 7.0 ( 5) 197 (13) 16.69 (11) 318 (13) 13 (13) 50 (11) 46 ( 2)
Piscataway Township 42,223 4.5 (12) 250 ( 8) 2716 (5) 729 (4) 2212 704 ( 5) .10 (10)
Willingboro Township 39,912 8.8 ( 2) 22 (12) 17.03 (10) 387 (12) 24 (10) 420 (13) 23 (7
Lakewood Township 38,464 10.3 ( 1) 286 ( 4) 2994 (3) 440 (11) 27 (9) 465 (12) .03 (12)
01d Bridge Township 51,515 5.8 ( 6) 233 (11) 27.38 (4) 445 (10) 30(7) 549 (10) .36 ( 4)

*Note: Population 1s in descending order fram highest to lowest. In all other colums 1 denotes highest value,

median of all values.

Source: U.S. Census of Population, 1980; Statement of Financial Condition of Counties and Mimicipalities, 1982;

The New Jersey Mimicipal Data Book, 1983,

13 the lowest value, and 7 {s the

*6e-1
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Municipal fiscal need has been shown to be operationally defined by
the state through its budget audit and grant programs. Through these
definitions, 0ld Bridge must be viewed as possessing an average fiscal
position. This 1is based upon its strong showing in the annual audit
reports, its failure to meet the state's requirement to be a qualifying
municipality for Municipal Purpose Tax Assistance, and its failure to be
Jjudged sufficiently needy to qualify for Special Urban Aid. On the other
hand, 0ld Bridge has recognized its need to encourage redevelopment by
utilizing programs such as tax abatement and has also applied for Neighbor—
hood Preservation status. However, the state has not yet verified the
existence of conditions necessary to trigger the implementation of the
projects flowing out of this legislation.

Lastly, it has been shown that state educational aid programs are
succeeding in equalizing both expenditures and lowering the school tax
burden across cities. These programs have reduced the justification for the
use of fiscal conditions to encourage exclusionary development patterns. In
this case, 01d Bridge has been shown to posssess higher than average ex-
penditure levels per pupil, a strong steady growth rate in these expendi-
tures, but a relatively low level when compared to what its budget cap
growth rate would allow.

01d Bridge emerges as a community well in touch with its fiscal limi-
tation and the service demands of its residents. It is, as are most mu-
nicipalities in the state, relatively average in the fiscal stress placed
upon its public sector and the service levels provided to its residents.
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REPORT II

COMMUNITY ACTIONS TO PROMOTE LOWER-INCOME HOUSING

INTRODUCTION

The Nature of the Problem: How Does a
Community Assist in Reducing Local Housing Costs?

In meeting the Mount Laurel mandate to provide housing for lower-
income households, the role of municipalities in reducing local housing

costs was defined by the New Jersey Supreme Court. In the language of the
Court:

The municipal obligation to provide a realistic opportunity
for comnstruction of its fair share of low- and moderate-in-
come housing may require more than the elimination of unneces-
sary cost-producing requirements and restrictions. Affirmative
governmental devices should be used to make that opportunity
realistic, including lower-income density bonuses and manda-
tory set-asides. Furthermore, the municipality should cooper-
ate ’wlith the developer's attempts to obtain federal subsi-
dies.

The role of municipalities in reducing local housing costs may thus be
grouped into two categories: 1) the elimination of requirements that add
unnecessary costs to the construction of low- and moderate income housing,
and 2) the adoption of affirmative measures. '

The first of these activities, the elimination of excessive exactionms,
is a key area of municipal involvement. By imposing excessive fees and de—
velopment requirements =- such as expecting builders to provide public
facilities, dedicate land for facilities, or provide payments in lieu of
land dedication —— municipalities can increase costs which preclude the
construction of housing for lower-income households.2 A study of new
developments near San Francisco, for example, showed that local fees, pri-
marily for utility hookups and "growth impact,” had risen from $800 per
unit in 1966 to over $7,000 per unit by 1982.3 Therefore, the first area
of involvement for municipalities in meeting their Mount Laurel mandate 1is
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to remove all excessive fees and exactions hindering the construction of
lower-income housing.

A second category of activities is the adoption of affirmative mea-
sures which provide a realistic possibility for the construction of low-
and moderate-income housing. Affirmative measures include seeking federal
and state subsidies and using various techniques such as demnsity bonuses,
inclusionary housing ordinances, creation of housing trust funds, or abate-
ment to encourage construction of affordable housing.

Numerous communities in and outside New Jersey are, in fact, assisting
developers by adopting measures which will reduce housing costs and make
the opportunity for lower-income housing realistic. (See Exhibit 1,) Even
before the Mount Laurel II decision was handed down by the New Jersey Su-
preme Court, some suburban municipalities had already adopted ordinances
which set aside areas for low- and moderate—income housing. Townships with
mandatory set-aside ordinances in effect for a number of years include
South Brunswick, East Windsor, Cherry Hill, Bedminster and Bridgewater. In
Cherry Hill, 50 units of lower- income housing have been built since the
mid-1970s, and 150 more units are in the planning stages.s In East
Brunswick, the municipality contributed to the comstruction of a moderate-
income development by waiving fees and facilitating the permitting process
to meet funding deadlines.b 1In Bedminster, construction on 260 low- and
moderate-income units began in 1983 with low interest mortgages being made
available by the New Jersey Mortgage Finance Agency.7 Mount Laurel Town-
ship and Deptford Township sought federal subsidies for municipal contribu-
tions to the infrastructure needs of lower—-income housing developments.8
Other suburban municipalities, such as Princeton, South Brunswick, Voor-
hees, Plainsboro, and South Plainfield have assisted in various ways in the
delivery of affordable housing.9

Clearly, a record of municipal involvement to provide affordable hous-
ing is evolving in the state of New Jersey. This presentation explores each
one of these key areas of municipal involvement -- first, examining the
revision of land use regulations to eliminate excessive exactions for in-
frastructure and community facilities and to waive certain development
fees; and second, detailing affirmative measures including the use of
goverament subsidies such as Community Development Block Grant funds and
Housing Development Action Grants, use of tax—exempt mortgage financing,
granting of tax abatements, seeking of contributions from developers of
non-residential developments, the creation of housing trust funds, and the
exploration of various innovative programs to help meet the challenge of
delivering low- and moderate-income housing. Examples of the New Jersey
and, where appropriate, the national experience are given in each area, and
reference made to the impact of municipal {involvement on housing costs.
Against this record of state and national actions to provide affordable
housing, specific recommendations to the Township of 0l1d Bridge for a
balanced housing program conclude the report.

REVISION OF LAND USE REGULATIONS ~-— INFRASTRUCTURE CONTRIBUTIONS

Resumption by the public sector of its responsibility for infrastruc-
ture has been called the most important contribution municipalities can
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SUMMARY OF PROPOSED (R ENACTED ACTTIVITIES TO PROMOTE AFFORDABLE HOUSING*

(Partial List)
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SUMMARY OF PROPOSED (R ENACIED ACTIVITIES TO PROMOTE AFFORDABLE HOUSING*

(Partial List)

(continued)
LOCATIONS STRATIGIES
Developer Public
Inclu- NomResid. G Other Low-
suxﬁty Devel. Fee Infrast. CDBG Interest Housi Tax
Regq. Contrib. 2 | Watvers®  Contrib.* Write-doms® Financing®  Funds Abatement 8
NATIONAIL, EXAMPLES
Alaska, State of X
Boston, Massachusetts X X X
Chicago, I1linois X X X
Colorado, State of X
Colorado Springs, Colorado X
Concord, California X X X X
Corvallis, Oregon X X X
CQupertino, Califormia X
Denver, Colorado X X X
.Florida, State of X X
lartford, Connecticut X X X
Honolulu, Hawaii X X X
I1linols, State of X
Livemore, Califomia X X X
Miani, Florida X X X X X
Missourl, State of X
Montganery County, Maryland X X
New Haven, Connecticut X :
tew Jersey, State of X X X X
New York City X X X X
New York, State of X X X
Oakland, California X X X
Orlando, Florida X X X
Petalum, Califormia X X X X
Rhode Island, State of X
San Fraucisco, California X X X X X
San Mateo, Calffornia X X

‘=z
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SUMMARY OF PROPOSED OR FNACTED ACTIVITIES TO PROMOTE AFFORDABLE HOUSING*
(Partial List)

(continued)
LOCATTIONS STRATEGIES
Developer Public

Inclu- NomResid. - (DBG Other Low-

siomary Devel. Fee Infrast. CDiG Interest Housing Tax

Req. ! Contrib.2 | Waivers®  Contrib.* Write-doms® Financing® Fundd  Abatement®
NATIONAL EXAMPLES
Santa Monica, California X X X
Seattle, Washington X . X X
Virginia, State of X
Wisconsin, State of X

*In some cases, activities are in the draft ordimance stage. See text for details.

Notes:

Source: Center for Urban Policy Research intervieus.

Inclusionary requirements set aside a certain portion of a residential development for affordable housing units.

Nom-residential developers' contributions include domations of land, infrastructure, and/or in-lieu fees to help provide affordable housing.
Fee waivers include waivers of various developers' fees such as subdivision and site plan application fees, building pemmit fees, certificate
of occupancy fees, and engineering fees. '

CDHG infrastructure contributions are the use of CDBG funds to write down infrastructure costs such as real construction and

water and sewer lines,

Other CNBG write-downs refer to the use of COBG funds for land acquisition, pre-construction surveys and plans, etc.

Low-interest financing refers to low-interest mortgage loans for hamebuyers and/or construction loans for developers.

Housing funds are pools of funds fram various sources used for lower-income housing.

‘Tax abatements walve taxes for homeowmers who rehabilitate their residences. Proposed legislation would allow abatement on new,

lower-incane housing units. '

‘e-t
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make to the realization of Mount Laurel housing.lo It is only in recent

years that because of the high cost of infrastructure and citizen resis-
tance to higher taxes that there has been an increasing tendency to shift
more and more of the burden of paying for infrastructure to the devel-
oper.11 ‘Traditionally, the cost of various infrastructure improvements
such as road connections and extending utility systems has been regarded
as a municipal obliglation.12 Since development is considered to benefit
an entire community, 3 municipalities have shared in the cost of sup~-
porting it. Even if municipalities have at times felt that their financial
burden 1is too heavy, the courts have ruled that a municipality cannot re-
ject development for that reason.l

The transfer of much of the cost of infrastructure from the public
sector to the private sector during the last decade has obviously played a
role in the rising cost of new housing. Developers typically pass on the
costs of land improvements to the home purchaser as part of the amortized
housing package. Thus, excessive exactions by municipalities for infra-
structure improvements result in higher housing costs =—— precluding the
delivery of affordable housing. It is for this reason that the New Jersey
Supreme Court zeroced in on removing exessive exactions as a key municipal
contribution to providing low- and moderate-income housing:

e o o to the extent necessary to meet their prospective fair
share . . . municipalities must remove zoning and subdivision
restrictions and exactions that are not necessary to protect
health and safety.15

Municipal exactions for infrastructure must be closely examined, for
they may be excessive on at least two counts: 1) builders are often as-
sessed costs for infrastructure which lles beyond the boundaries of their
developments and which sometimes bears only a tangential relationship to
servicing thelr developments;16 and 2) assessments for service needs may
be excessive.’ Fiscal impact studies are often used for evaluating land
development proposals and estimating the cost of services versus predicted
tax revenue. Despite their general acceptance, it has been pointed out that
fiscal impact studies do not always provide a reliable assessment of future
service costs and tax revenues, A common problem in particular is a
tendency to arrive at "worst-case" scenarios to protect existing residents
from tax increases that might result from new development.

Redressing the imbalance between municipalities and developers in
bearing infrastructure costs is a key area of municipal iavolvement to
reduce housing costs. Removing excessive {nfrastructure exactions from
developers would lower construction costs, making delivery of Mount Laurel
housing more realistic. Various sources of financial assistance to help pay
for infrastructure improvements are available to municipalities; they are
detailed later in this presentation. Numerous New Jersey communities are
availing themselves of these sources.




New Jersey Experience — Infrastructure Contributions

In New Jersey, the courts have held that developers can be required to
bear only that share of the cost of off-site improvements attributable to
their developments. In Longridge Builders, Inc. v. Planning Board of Twp.
of Princeton, the court ruled that the developer "could be compelled only
to bear that portion of the cost which bears a rational nexus to the needs
created by, and the benefits conferred upon, the subdivision."1? peter-
mining the precise share of the total cost of infrastructure improvements
to be paid by the developer has been and continues to be the subject of
negotiation in New Jersey. Working out appropriate contributions by the
municipality and the developer in providing infrastructure for developments
that include lower-income housing is merely a continuation of this process.
Numerous New Jersey municipalities have accepted that they have a role to
play in  helping to provide infrastructure to developments with Mount
Laurel units:

. In Branchburg, a developer is presently negotiating with the
township to have the municipality provide a trunk facility and
widen a town road to a lower-income development. The cost re-

duc%éon will enable the builder to lower counstruction densi-

ty.

. East Brunswick provided financial assistance for sewers and
other infrastructure improvements for a lower-income housing
development built in the early 1980s.21

« Mount Laurel is making a contribution towards the construction
of water lines for a lower-income mobile home development.22

. Deptford assisted in road construction to a senior citizens'
project.

. Bridgewater, Bernards, Mahwah, Branchburg, and Ramsey are all
in the process of arranging for financlal assistance in pro-
viding infrastructure (water, sewer, roads) for housing pro-
jects with Mount Laurel units,

National Experience — Infrastructure Contributions

. Livermore, California's inclusionary plan seeks contributions
to off-site infrastructure improvements for developments
containing lower-income housing.

. San Mateo, California helped provide infrastructure for low-
er-income housing developments.

. Oakland, California provided roads and public facilities for
lower-income housing projects.2’

. Petaluma, California provided parks and infrastructure such as
water, sewer, and storm drainage for the low- and moderata-
income portion of housing developments.




. Colorado Springs, Colorado pays for extensive site ‘develop-
ment, including roads and infrastructure, for its low-income

housing developments.29

« New Haven, Connecticut provides financial assistance for such
items as roads, sidewalks and landscaping for its lower-income
projects.3°

« Miami, Florida assists developments with lower—-income units
by providing infrastructure such as water lines for projects
in areas without main hookups.31

Cost of Infrastructure

In=-depth interviews with developers and municipal engineers show that
a low estimate of the cost of infrastructure improvements (for streets,
utilities, and lighting) is approximatelg $6,000 per unit of a $50,000,
1000 ft.z garden apartment condominium.32 However, {infrastructure costs
are typically higher. Builders Leon and Sandelsky, for example, testified
before a New Jersey Senate Committee that standard infrastructure require-
ments cost developers $7,527 (in 1975 dollars) per 75' by 100' lot.33 In
Olympia & York's development at 0ld Bridge, infrastructure costs are ex-
pected to amount to approximately $7,600 per unit of housing constructed
for %ow- and moderate~income homebuyers (16 units per acre, 870 £fr,2
units).

REVISION OF LAND USE REGULATIONS —— CONTRIBUTIONS OF COMMUNITY FACILITIES

Exactions that require developers to provide community facilities such
as schools, community centers, parks, etc., or to dedicate land or require
monetary payments in lieu of land represent a shift from local government
financing of public facilities to private financing by developers.3S At-
tempts by municipalities to shift the burden have given rise to an exten-
sive body of case law in an effort to delineate the distinctioms between
permissible and impermissible exactioms.

While the general principle is that for an exaction to be permissible,
it must bear a reasonable relationship to the needs or costs generated by

the development,36 states vary in their interpretation of this principle.
New Jersey takes a narrow view of permissible exactionms.

The New Jersey Position—-Community Facilities

In New Jersey there is no statutory authority that grants municipal-
ities the right to require that a developer provide public facilities; in
fact, the New Jersey Municipal Land Use Law specifically prohibits munic-
ipalities from requiring the exaction of public areas as a condition for
approval of development projects:

« « o+ the ordinance shall not require, as a condition of the
approval of a planned development, that land proposed to be
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set aside for common open space be dedicated or made available
to public use.37 (emphasis added.)

Thus, the exaction of public areas as a condition of approval is not legal
in New Jersey.

However, the Municipal Land Use Law also states that there is nothing
to prevent municipalities from accepting donations of land, construction of
various public facilities, or payments in lieu of dedicatioms:

o +» o+ the municipality or other governmental agency may, at
any time and from time to time, accept the dedication of land
or interest therein for public use and maintenance. . . 38

Therefore, although municipalities may not legally require developers
to provide public areas in return for granting approval, it has become a
common practice in many New Jersey municipalities to favor proposals that
include such contributions and to reject those that do not. Developers have
often gone along and agreed to provide various public facilities because of
the far greater cost and delay in challenging and litigating such exac-
tions.

Cost of Community Facilities

There is no question that contributions of public facilities or in
lieu payments raise housing costs. In the 1970s, studies in California
showed the following in lieu payments were required: an average of $220 a
unit (in-1975 dollars) for schools in six communities,Ao an average of
$317 a unit (in 1972 dollars) for land dedication and other .in 1lieu
fees,%l and $846 per unit (in 1978 dollars) for "public facilities."%2
Developers, of course, pass on costs of development to buyers in the form
of higher purchase prices. Expecting developers to provide public faecil-
ities is inconsistent with the goal of affordable housing. It is an example
of unnecessary subdivision exactions that the New Jersey Supreme Court
ordered municipalities to remove in meeting their Mount Laurel obliga-
tion.

REVISION OF LAND USE REGULATIONS — FEE WAIVERS OR REMISSIONS

Fees exacted by municipalities on developers include such items as
fees for site plan review and inspection, building permit fees, and sewer
and water connection fees, These charges are supposed to reflect costs
incurred as a result of new development (e.g. staffing expanding depart-
ments or the expense of extending a sewer or water line). In some cases,
however, they have gone beyond cost recovery and have served as a special
tax or exclusionary mechanism.‘a Rather than covering only the actual
cost of extending needed services to new residents, they may subsidize the
existing population by overcharging newcomers.

In the Mount Laurel decision, the State Supreme Court pointed at de-
velopers' fees charged by municipalities as an area where housing costs
could be reduced:
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e « o In order to meet their Mount Laurel obligations, munic-
ipalities, at the very least, must remove . . . zouning and

subdivision restrictions and exactions that are not necessary
to protect health and safety.46

The focus of the Court in the reduction or waiver of fees was to re-
duce the cost of housing for Mount Laurel families. Reductioms, therefore,
need not be applied to non-Mount Laurel units, although they can be at the
discretion of the local community.%’

‘New Jersey and National Experience = Fee Waivers

Numerous New Jersey municipalities are including fee waivers and re-
missions as part of their strategy to reduce housing costs = most making
such waivers specifically applicable to Mount Laurel units. New Jersey
municipalities granting fee waivers or remissions include the following:

. East Brunswick waived fees in a moderate-income townhouse de-
velopment built under the Section 235 mortgage interest sub-
sidy program in 1980~81,48

« Morris Township adopted an ordinance which authorizes the
waiver of the following fees for every low-income housing unit
in a development: subdivision and site plan application fees;
building permit fees; certificate of occupancy fees; sewer
connection and application fees; and engineering fees.

. Mahwah's ordinance authorizes the waiver of developers' fees
for the Mount Laurel portion of a development (e.g. if 20 per-
cent of a development is lower—income housing, 20 percent of
the fees will be waived.

. Cherry Hill's ordinance permits the waiver of sewer connection
feessfor the development of low- and moderate-~income hous-
ing.

. Morris County Townships. Morris County municipalities in-
volved in Mount Laurel litigation, have reached agreement and
are adopting ordinances which include provisions for fee
waivers for low—- and moderate-income housing. 2

. Florham Park agreed to waive the following fees for the low-
and moderate—income units in affordable housing developments:
subdivision and site plan application fees on,a pro-rata basis
based on the percentage of low- and moderate-income housing in
the development; building permit fees, except state fees; cer-
tificate of occupancy fees; and engineering fees on a pro-rata
basis based on the percentage of low- and moderate-income
housing in the development.




« Hanover agreed to waive the following fees to foster develop-

ment of units affordable to low- and moderate-households:
subdivision and site plan application fees on a pro-rata basis
based upon the percentage of low= and moderate-income housing
in the development; building permit fees, except state fees;
certificate of occupancy fees; and engineering fees on a pro-
rata basis based upon the percentage of low- and moderate-in-
come housing in the development.

Montville agreed to waive the following fees of the low- and

moderate-income units in affordable housing developments:
subdivision and site plan application fees on a pro-rata basis
based on the percentage of low- and moderate-income housing in
the development; building permit fees, except state fees; cer-
tificate of occupancy fees; engineering fees in excess of 2
1/2% of improvement costs, on a pro-rata basis based on the

percentage of low- and moderate~income housing in the develop-
ment.”” -

Lincoln Park agreed to waive the following fees of the low-

and moderate~income units in affordable housing developments:
subdivision and site plan application fees on a pro- rata
basis based on the percentage of low- and moderate-income
housing in the development; building permit fees, except state
fees; certificate of occupancy fees; engineering fees in ex-
cess of 2 1/2% of improvement costs, on a pro-rata basis based
on the percentage of low— and moderate—income housing in the
development. '

. Pequannock agreed to waive the following fees of the low- and

moderate-income units in affordable housing developments: sub-
division and site plan application fees on a pro- rata basis
based on the percentage of low- and moderate—income housing in
the development; building permit fees, except state fees;
certificate of occupancy fees; engineering fees in excess of 2
1/2% of improvement costs, on a pro-rata basis based on the

percentage of low- and moderate-income housing in the develop=-
ment.

« Roxbury agreed to waive the following fees of the low- and

moderate~income units in affordable housing developments: sub-
division and site plan application fees on a pro-rata basis
based on the percentage of low- and moderate-income housing in
the development; building permit fees, except state fees;
certificate of occupancy fees; engineering fees in excess of 2
1/2% of improvement costs, on a pro-rata basis based on the
percentage of low— and moderate-income housing in the develop-
ment.

s Rockaway agreed to waive the following fees on a pro-rata

basis based upon the percentage of low- and moderate-~income
units in the development, (except to the extent such fees are
paid by the Township to outside consultants for plan review)--

2-11.
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inspection or similar services: subdivision and site plan ap-
plication fees; building per unit fees, except state fees,

. certificate of occupancy fees; and engineering fees.?d

Municipalities outside New Jersey granting fee waivers or remission
include:

. Cupertino, (California) waives various fees including those
for 1inspection and park dedication as an incentive to con-
struct lower—income housing.

. Petaluma, (California) waives subdivision and site plan fees
and various processing fees for the low- and moderate-income
units in housing developments.61

. Orlando, (Florida) waives planning and zoning fees as well as
subdivision application fees on a case-by-case basis. 52

Cost of Fees

Just how much housing costs are reduced by waiving fees varies accord-
ing to the size of the development under consideration since the fees ex-
tracted by municipalities §§neta11y depend on the size of the development
or value of improvements. In New Jersey, interviews conducted by the
Center for Urban Policy Research with New Jersey developers indicated that
the lowest fees on a modest, 700 ft.“ garden apartment condominium, built
at dﬁgfity of 8 units per acre, would amount to approximately $2,500 per

o unit. These fees include: .

Sewer and water tap-in $1400
Building permit fee 300
Inspection fee (equal

to 6 percent of $8,000 bondable 500

improvement - 130 percent of
$6,000 subdivision cost)

Performance bond (equal to 3 percent 250
of bondable amount, or .03 x $8,000)
$2450

Fees for Olympia & York's development in Old Bridge will add approx-
imately $2,400 to the unit costs of housing built for the lower-income
market (1000 ft.2, 6 units per acre):6

Sewer/water tap-in fees $1835
Miscellaneous building fees 602
$2437

The cost of fees has been escalating in New Jersey and nationwide. In
California, a study showed that after Proposition 13, fees in some cities
added as much as $2,200 per unit on top of fees alreadv assessed at between
$1,000 and $3,000. 66 Another study of fees exacted by California munic-
ipalities showed that various fees which cost $314 per home in 1968 had

. risen to $1,880 by 1976.57
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AFFIRMATIVE MEASURES --DIRECT MUNICIPAL CONTRIBUTIONS

The New Jersey Supreme Court directed municipalities to employ
affirmative measures to make the provision of Mount Laurel units realistic.
Some of these measures, like the use of Community Block Grant (CDBG) fumds
to write down costs, have been in practice for years. Others, like seeking
contributions from non-residential developers, are relatively new. And
some, like using revenues from an increase in the realty transfer tax to
help finance low- and moderate-income housing, might be allowed in ome
state but pending legislative approval in others. The section that follows
details many of these creative, affirmative measures as they are being
practiced and explored in New Jersey and across the country. Together they

‘comprise examples of direct contributions by municipalities to achieve the
goal of affordable housing.

AFFIRMATIVE MEASURES =—— APPLYING FEDERAL SUBSIDIES
— COMMUNITY DEVELOPMENT BLOCK GRANT (CDBG) FUNDS

The Community Development Block Grant (CDBG), a federal intergovern-
mental transfer available to communities and counties distributed by the
Department of Housing and Urban Development (HUD),.can be used by munic-
ipalities and non—- profit groups to defray many costs of constructing low-
and moderate-income housing units. CDBG regulations expressly single out
low- and moderate—income housing as being exempt from the usual restric-
tions for use of CDBG funds in support of new construction:

§570:207(b)(3) New housing construction. Assistance may not be
used for the construction of new permanent residential struc-
tures or for any program to subsidize or finance such new con-
struction . . . . For the purpose of this paragraph, activi-
ties in support of the development of low- or moderate income
housing including clearance, site assemblage, provision of
site improvements and provision of public improvements and
certain housing pre-construction costs . . . are not consid-
ered activities to subsidize or finance new residential con-
struction.

Thus, CDBG funds may be used by non-profit groups coustructing new
lower-income housing to reduce costs arising from the following:

land acquisition

site clearance

provision of site improvements

provision of public improvements including water and sewer

CDBG funds can also be applied to cover:

preconstruction surveys
market analyses

site and utility plans
preliminary cost estimates
sketch drawing569
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And finally, CDBG funds can be used to finance low~interest comstruction
and mortgage loams.

Until 1980, 0ld Bridge was joined with 19 other communities in Middle-
sex County to form an “urban community” for the purpose of applying for
CDBG funds. CDBG funds were pooled in a Housing Support Activity Fund and
allocated to each of the participating communities according to a funding
formula.’0 In 1980, 014 Bridge substantiated that its population was more
than 50,000, and the municipality qualified to become an entitlement area.
As such, it no longer needed to apply to the county for an allocation of
CDBG funds, but could apply on its own for the CDBG monies which flow di-
rectly between HUD and the entitlement cities. The state's approval is

required only if CDBG funds are used for water and sewer related activi-
ties.

- 01d Bridge has applied every year for CDBG funds and received $398,000
in the last CDBG funding year. 2 Funds since 1981 have been used in low-
and moderate-income neighborhoods for projects including curbing, drainage,
recreation facilities, a first aid building, park cleanup, and a fitness
course. Funds have also been used to provide interest-free loans for reha-
bilitation of existing housing, for such things as plumbing, electrical and
roofing work. 0ld Bridge is therefore fam!lar with the procedures in apply-
ing for CDBG funds and could use these proceeds to help meet its Mount
Laurel obligatioms.

Other New Jersey municipalities are using or have applied for CDBG

funds to help write down the costs of building low- and moderate-income
housing. Examples of the use of CDBG funds for affordable housing follow:

Preconstruction surveys, analyses, site and utility plans

. Highland Park applied for and was granted funds for two feas-
ibility studies: $15,000 to determine if a site would be suit-
able for a townhouse development, 20 percent of which would be
lower-income unit57 and $5,000 for a senior citizens' contin-
uous care project.

. Branchburg applied for CDBG funds for engineering plans needed
in connection with a low- and moderate-income housing
development. The engineering plans for which Branchburg is
requesting funds include preliminary subdivision plans (bound-
ary and topographic surveys, alternate sketch plans, lot lay-
out, roadway and utility plans and profiles, and stormwater
management plans) and final subdivision plat and construction
plans.
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Land Acquisition

. Bergen County's Affordable Ownership Housing Program (AOHP)

has since the late 1970s been using CDBG funds to write down a

portion (usually 50 percent) of the land aquisition cost of
sites for lower-income housing.

In Somerset County, 19 municipalities are applying for CDBG
funding to help defray certain costs =- including land acqui-
sition -- associated with provision of lower-income housing. A
decision on the disposition of the funds is expected soon.’

Bernards applied for CDBG funds to help defray the cost of

acquiring land for the construction of low- and moderate-in- .

come housing. The township has asked for $100,000 in CDBG
funds and would contribute $100,000 from its capital budget
for a total of $200,000. The housing would be built and man-
aged by a non=-profit organization, a housing authority, or
possibly, a private developer.77 A decision on this applica-
tion is expected soon.

. Branchburg applied for CDBG funds to help defray the cost of

acquiring land for the construction of between 100 and 130
low- and moderate-income housing units. Branchburg estimates
that the granting of CDBG funds for this project would result
in savings of $750 to $1000 per unit to be passed to future
homeowners.

Provision of Public Improvements

East Brunswick was allocated CDBG funds from the Middlesex
County Housing Support Activity Fund to provide sewers and
other infrastructure improvements for a_lower-income housing
development built in the early 1980s.79 The grant was for
the amount of $120,000 or $8,000 per unit.80

Mount Laurel has a commitment of $300,000 in CDBG funds for
water lines for a lower-income mobile home development. 1

Deptford received CDBG funds for comstruction of a road to a
senior citizens' project and has received funding for other
infrastructure projects.

Bridgewater, Bernards, Mahwah and Ramsey are all in the pro-
cess of applying for CDBG funding for infrastructure improve-
ments (water, sewer, roads) for housing projects which include
Mount Laurel units.®3 A total of 19 municipalities 1in
in Somerset County have applied for CDBG funds for provision
of public improvements in residential developments, and a de-
cision is expected soon on amounts to be allocated.34
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. Branchburg applied for CDBG funds for the design and construc=-

tion of a sanitary sewer extension to service a development
for between 100 and 130 low- and moderate-income families. The
township estimates that the award of CDBG funds for this pro-
ject would result in savings of $150 to $200 per unit for
future homeowners.

o Branchburg has also applied for CDBG funds for the design and

construction of a 30-foot wide access road to service 250 to
300 lower-income housing units to be built on approximately 50
acres of land. Decisions on all pending applications are
expected soon.

Cherry Hill received $100,000 in CDBG funds last year and has

applied for $125,000 for next year to subsidize construction
of lower-income housing units. The town is debating what form
of non-profit entity will receive the subsidy and develop the
housing projects. Cherry Hill plans to use the grants to sub-
sidize 20 percent of the total cost of each unit.87
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A representative sample of out-of-state experience with CDBG funds for
lower-income housing includes:

Livermore's (California) inclusiomary plan encourages the use

of CDBG funds for off-site improvements and development fees.
The city 1is also pursuing a land banking program using CDBG
funds to purchase sites for multi-family housing develop-
ments. '

Concord (California) is using its $900,000 grant in a below-

market mortgage pool to assist lower-inome households in pur-
chasing condominiums.

Petaluma (California) applied CDBG funds to write down the

cost of land for low—- and moderate-income housing develop-
ments.

San Mateo (California) also utilized CDBG funds to write down

land costs.

Orlando (Florida) wused CDBG funds to provide coanstruction

loans of multi-family, low-income housing at 11 1/2 per-
cent.

Corvallis (Oregon) also uses CDBG funds for a low-interest

loan program for lower—income homebuyers.93






