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August 2, 2005

Honorable Alex DeCroce
101 Gibraltar Drive, Suite 1-A
Morris Plains, New Jersey 07950

Dear Assemblyman DeCroce:

You have asked through Tom Neff and Rick Wright of the Assembly Republican Office
for our opinion as to whether the use of $150 million of the proceeds of a proposed issuance of
New Jersey Tobacco Settlement Financing Corporation advance refunding bonds as anticipated
State General Fund revenue that will fund or balance a portion of the Fiscal Year 2006 State
budget is constitutional in light of the decision of the New Jersey Supreme Court in Lance v.
McGreevey, 180 N.J. 590 (2004). The advance refunding bond issuance is described in a
Preliminary Offering Circular dated July 25, 2005, offering Tobacco Settlement Asset-Backed
Bonds in excess of $2 billion. The circular indicates that a portion of the advance refunding bond
proceeds will be paid to the State. It is the understanding of the Legislative Budget and Finance
Officer that this payment is reflected in the Governor's revenue certification for the Fiscal Year
2006 State appropriations act, P.L.2005, c.132, as a miscellaneous Department of Treasury
General Fund revenue item of $150 million described as "Bond Refinancing/Restructuring
Proceeds." For the reasons stated below, we are of the opinion that the $150 million in Tobacco
Settlement Corporation bond proceeds used to balance a portion of the State annual budget and
fund State general expenses payable from the General Fund is violative of the holding in Lance
that the State may not rely on bond proceeds as revenue to fund general expenses of State
government as set forth in annual appropriation acts.

The New Jersey Tobacco Settlement Financing Corporation is established by the "Tobacco
Settlement Financing Corporation Act," P.1..2002, c.32 (C.52:18B-1 et seq.) for the purpose of
acquiring from the State all or a portion of the State's Master Settlement Agreement' "State

' The Master Settlement Agreement was entered into on November 23, 1998 among the
attorneys general of 46 states (including New Jersey) and the four largest cigarette manufacturers
in settlement of certain smoking litigation claims made by the states. Annual payments are made







