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January 10,2013

Honorable Chris Christie
Governor of the State of New Jersey
State House
PO Box 001
Trenton,New Jersey 08625
Dear Governor Christie:

In accordance with the provisions of the New Jersey Environmental Infrastructure Trust Act, I
hereby transmit for your review and consideration the minutes of the January 10,2013 meeting
of the New Jersey Environmental Infrastructure Trust.

The New Jersey Environmental

Infrastructure Trust Act provides that the Governor has ten days from the delivery of the
minutes, excluding weekends and holidays, to review and accept such minutes. In the event that

�

the minutes are not acted upon within the statutory time frame by you, the minutes become
effective automatically.
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Secretary

Enclosure
Cc:

Honorable Stephen Sweeney, President of the Senate
Honorable Sheila Oliver, Speaker of the General Assembly

3131 Princeton Pike, Building 6, Suite 201, Lawrenceville, NJ 08648-2201
Website: www.njeit.org

Phone: 609-219-8600

Fax: 609-219-8620
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January 11, 2013

NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST
OPEN PUBLIC MEETING
MINUTES – JANUARY 10, 2013
A meeting of the New Jersey Environmental Infrastructure Trust was convened on Thursday, January 10,
2013 at 10:00 a.m., in the conference room of 3131 Princeton Pike, Building 6, Suite 201, Lawrenceville,
New Jersey.
The New Jersey Environmental Infrastructure Trust filed a notice of the time, place and location of this
meeting with the Secretary of State via "fax" to the Bergen Record and The Trentonian in accordance with
the New Jersey Open Public Meetings Act (N.J.A.C. 10:4-6 et. seq.) and to all press offices in the State
House. A copy of this notice was posted outside the Secretary of State's Office, within the Department of
Environmental Protection, and at the Trust Office.
DIRECTORS

OTHERS

Warren Victor, Chairman
Herbert Barrack, Vice Chairman
Robert Briant, Sr., Treasurer (*)
Roger Ellis, Secretary
Michele Putnam
(for DEP Commissioner Martin)
Adrienne Kreipke
(for State Treasurer Sidamon-Eristoff)
James Requa (*)
(for DCA Commissioner Constable)

David E. Zimmer, Executive Director
Frank Scangarella, Assistant Director
Lauren Seidman Kaltman, Chief Financial Officer
John Hansbury, Chief Budget Officer
Kerstin Sundstrom, Governor’s Authorities Unit
Clifford T. Rones, Deputy Attorney General
Richard Nolan, McCarter & English LLP
Geoffrey Stewart, Public Financial Management
Eugene Chebra, Municipal Finance & Construction

Executive Director Zimmer reported that he had received a letter from Commissioner Martin appointing Ms.
Michele Putnam as his representative for today’s Board meeting.
(*) Participated via teleconference

3131 Princeton Pike, Building 6, Suite 201, Lawrenceville, NJ 08648-2201
Website: www.njeit.org Phone: 609-219-8600 Fax: 609-219-8620

APPROVAL OF THE MINUTES:
Chairman Victor opened discussion of the minutes of the December 13, 2012 Trust Board meeting.
Executive Director Zimmer reported that the minutes reflected corrections to a few minor typographical
errors found in the December 2012 minutes and he noted the corrections.
Ms. Kreipke moved for the approval of the minutes as revised. Mr. Ellis seconded the motion.
The minutes were approved 6 to 0 with 0 abstentions.

ANNOUNCEMENTS:
Executive Director Zimmer reported on the events since the last Trust Board meeting:
●

Senior staff at the DEP and EIT held a number of meetings to discuss emergency financing
for Hurricane Sandy and related legislation that might be required.

●

On December 13, 2012, John Hansbury attended a Stormwater Basin Assessment and
Evaluation for Engineers Workshop at Ocean County College.

●

On December 21, 2012, the Trust executed the purchase of SLGS for the purpose of defeasing
outstanding EIT Bonds associated with Bayonne MUA and Bayonne LRA Financing Program
loans.

●

On January 3, 2013, Executive Director Zimmer attended the BRIT meeting held at the NJ
Institute of Technology (NJIT) in Newark, NJ. Also in attendance were representatives from
the NJDEP, USEPA, NJ Department of State, Brick City Development Corp, and Elizabeth
Development Corp., City of Paterson and the City of Newark to discuss re-development
projects and State and Federal funding programs.

●

On January 7, 2013, a conference call was held to discuss SFY2013 applicant’s credit issues.

●

On January 8, 2013, a conference call was held to discuss a draft RFP for a Bank Commercial
Paper Program for funding repairs as a result of damages from Super storm Sandy.

●

The SFY2014 Project Priority List and Financial Strategy (January Report), will
submitted to legislature on January 14, 2013 pursuant to N.J.S.A. 58:11B-20(a).

●

The Trust’s annual Financing Seminars will be held on January 29, 2013 at the Camden
County Community College and on January 30, 2013 at the Raritan Valley Community
College. The agenda and directions will be emailed to registered attendees within the next
week and will be posted for the public on the Trust’s website.

●

The next Trust Board meeting is scheduled for Thursday, February 14, 2013 at 10:00 am at
the Trust’s offices.

be

During the past month, the Trust received or sent the following noteworthy correspondence. Pursuant
to the Trust’s Green Initiative, the agenda package does not include copies of the following
correspondence. Board members should contact the Trust Secretary if they wish to receive copies.
●

On December 13, 2012, a letter was received from Mr. Warren Broudy, the Engagement
Partner responsible for outside financial auditing services at The Mercadien Group regarding
E.O. 122 and the State Comptroller’s “Best Practices” policy for rotating outside financial
audit firms who have provided ten (10) consecutive years of service. Upon receipt of the
letter, Executive Director Zimmer spoke with the State’s Office of Management & Budget
(OMB) and learned that the State required such a firm to replace their entire professional staff
involved with the Trust’s audit services in order to be considered under the new RFP.
Chairman Victor asked when the RFP might be released and was informed by Executive
Director Zimmer that the Trust anticipated having the Evaluation Committee’s review of the
RFP and the public release of the document accomplished by the February Board meeting.
Ms. Kreipke inquired if the Board’s December 2012 Resolution approving the RFP for audit
services precluded Mercadien from bidding on the contract. Assistant Director Scangarella
responded that a review of the minutes confirmed that the subject was considered but that the
final resolution did not preclude Mercadien from bidding. Accordingly, no action was
required at this meeting to reverse such an action.

●

On December 31, 2012, a letter was sent to State Treasurer Sidamon-Eristoff returning the
$11,853,000 of unused volume cap allocated funds relating to the Trust’s Private Activity
Bonds.

●

Also on December 31, 2012, a letter was sent to Mr. Anthony Longo, Manager of the NJ
Office of Public Finance, who had transmitted the 2012 State Volume Cap usage survey to the
NJ Environmental Infrastructure Trust notifying Mr. Longo that the Trust was not requesting
to carry forward any of the unused portion of the 2012 allocated volume cap amount.

●

5.02 Certificates were sent for the following projects:
-2005 Bergen County UA, Project No. S340-768-05
-2007 Atlantic County UA, Project No. S340-809-15/16
-2007 Bergen County, Project No. S340-110-02
-2007 Edgewater Borough, Project No. S340-446-08
-2007 Jefferson Township, Project No. S340-747-06
-2007 Kearny MUA, Project No. S340-259-05
-2007 Maple Shade Twp., Project No. W0319001-002
-2007 Ocean Township SA, Project No. S340-750-06

PUBLIC COMMENTS:
●

No comments were offered by members of the public.

UNFINISHED BUSINESS:
7A.

Mr. Chebra, of the NJDEP’s Municipal Finance and Construction Element, discussed the
Construction Status Report. As previously recommended by the Board, the report was reformatted
with a column entitled Project Description that illustrated the status of each project’s timeframe in the
Financing Program. The report noted 267 active projects totaling $1.4 billion and 789 closed projects
totaling $4 billion for a grand total of 1,056 projects at $5.4 billion.

(*) Mr. Briant joined the conference call to participate in the Board meeting

7B.

Mr. Chebra discussed the SFY2013 Combined Financing Loan Program, which was also updated to
include the Project Description column as well as a color coded column highlighting each project’s
projected financing timeline as follows:
SFY2013 Clean Water Financing Program:
Break down by Program  Supplemental Clean Water Program:
 Traditional Program:
 Second Chance Program:
 Barnegat Bay Program:

8 projects totaling
42 projects totaling
9 projects totaling
6 projects totaling

$62,786,000
$199,039,000
$27,048,000
$14,735,000

Break down by Projected timeline (3)
DEP Certified (Blue)
$ 7,467,790
(15) Issued Authorization to Award/ATA (Green)
$32,637,000
(19) ATA targeted by 02/01/2013 (Yellow)
$99,956,000
(8)
ATA targeted by 04/01/2013
$67,668,000
Should be included in May Report as Legacy Project (Orange)
(20) SFY13 Bypass/SFY14 Project (Red)
$94,930,000

Total Clean Water Financing Program:

65 projects totaling

$303,608,000

0 projects
30 projects totaling
6 projects totaling

$113,370,000
$10,160,000

SFY2013 Drinking Water Financing Program:
Break down by Program –
 Supplemental Program:
 Traditional Program:
 Second Chance Program:

Break down by Projected timeline (1)
DEP Certified (Blue)
(3)
Issued Authorization to Award/ATA (Green)
(19) ATA targeted by 02/01/2013 (Yellow)
(8)
ATA targeted by 04/01/2013
Should be included in May Report as Legacy Project (Orange)
(10) SFY13 Bypass/SFY14 Project (Red)

Total Drinking Water Financing Program:

36 projects totaling

$ 8,821,000
$ 6,480,000
$54,822,000
$ 1,674,000
$51,733,000

$123,530,000

SFY2013 Grand Totals the Program Received:
Break down by Projected timeline (4)
DEP Certified (Blue)
(18) Issued Authorization to Award/ATA (Green)
(38) ATA targeted by 02/01/2013 (Yellow)
(11) ATA targeted by 04/01/2013
Should be included in May Report as Legacy Project (Orange)
(30) SFY13 Bypass/SFY14 Project (Red)
Total SFY2013 Financing Program:

$ 16,288,790
$ 39,117,000
$154,778,000
$ 69,342,000
$164,272,000

101 projects totaling $427,138,000

Ms. Kreipke questioned the method used to calculate the percentage complete column for each
project. Mr. Chebra explained that the percentage column was an estimated number prepared by
DEP’s Program Engineers based on the nature of the completed and outstanding work. For example,
a project engineer may estimate a project as 99% complete if a very small portion of the project
(equipment) was the only outstanding portion to be completed.
Mr. Ellis asked if projects are rejected if bids are higher than engineer projections. Mr. Chebra
replied that it is the borrower’s option to reject bids and if the borrower agrees to a bid that exceeds
the legislatively appropriated amount the borrower would have the discretion to resubmit the project
application or request a supplemental loan to finance the additional allowable finance costs.
Mr. Barrack asked for an explanation of the federal FEMA funds that might be available to fund
projects related to Super storm Sandy. Mr. Chebra reported that New Jersey may receive between
$300 to $400 million from the federal government for CWSRF and DWSRF projects to address
Super storm Sandy damage. As with ARRA projects, the DEP will solicit project applications that
are likely to exceed available funds similar to ARRA. DEP management is already considering work
reassignments to assist with the anticipated increased workload and possibly reach out to experienced
retired staff for assistance.
Mr. Briant asked Mr. Chebra to prepare a written summary of his report for the Board to which Mr.
Chebra agreed.

Mr. Chebra discussed the SFY2014 Financing Loan Program:
SFY2014 Clean Water Financing Program:
Break down by Program –
 Supplemental Program:
 Traditional Program:

1 project totaling
69 projects totaling

$640,000
$437,327,917

0 projects
67 projects totaling

$181,325,547

SFY2014 Drinking Water Financing Program:
Break down by Program –
 Supplemental Program:
 Traditional Program:
SFY2014 Grand Totals:
Total SFY2014 Financing Program:

7C.

136 projects totaling $618,653,464

Executive Director Zimmer reported on the status of the Trust’s outstanding Requests For
Proposals (RFPs):
Bond Counsel Services
Proposals were received from five firms. The review committee is currently reviewing and ranking
the proposals.
Financial Auditing Services
The draft RFP is currently in front of the Office of Management and Budget for review. It is
anticipated that this RFP will be released to qualified bidders within the next month.
Commercial Paper Program
The IFP RFP is being reviewed in conjunction with any specific needs the Program may have in
conjunction with Sandy-related short-term financing as we await State legislation regarding the
Natural Disaster Emergency Financing Program. Once the RFP is completed, it will be presented to
the Board for their approval.

7D.

Mr. Victor asked Executive Director Zimmer to report on Recent Interim Financing Program (IFP)
Loans:
The Trust received (4) new IFP loan applications since the December Board meeting;
 On December 10, 2012, Cinnaminson SA applied for applied for a total of $1,092 million for two
separate projects - Lakeview sewer main lining and head works replacement.
 On December 14, 2012, Middlesex County UA applied for a loan in the amount of $3M for main
trunk sewer rehab – Phase I.



On December 28, 2012, Ocean Gate Borough applied for a loan in the amount of $375,000 for
sanitary sewer rehab – infiltration/inflow.
In Summary, the Trust has received:
9 applications for IFP Loans totaling $20.4 MM
3 loans have closed totaling $11.5 MM
Total IFP Loan dollars distributed to date is $5.467MM to 2 loans

This IFP report was provided to the Board of Directors of the Trust in satisfaction of the requirements
of Section 6 of the authorizing Resolution No. 10-55 adopted by the Trust on November 18, 2010.

NEW BUSINESS:
8A.

Executive Director Zimmer introduced Resolution No. 13-01 accepting the December 2012
Treasurer’s Reports.
Chief Budget Officer Hansbury presented the Report announcing that the Trust paid bills totaling
$178,927.42 in December and that the Trust had received and is reviewing bills for payment totaling
$168,873.68.
In addition, the Trust is in receipt of two bills for non-direct Program expenses in connection with the
recently completed defeasance of outstanding Environmental Infrastructure Bonds allocable to the
City of Bayonne MUA and LRA. Specifically, bills were received for $31,500 from PFM Asset
Management and $38,882.50 from McCarter & English. The Trust had previously paid McCarter &
English $9,117.50 in September 2012 for Bond Counsel services in connection with this matter. An
offsetting cash flow in the amount of $79,500 was received from the Bayonne MUA/LRA at closing
of the transaction on December 21, 2012.
The breakdown of pending bills was presented to the board in written form is as follows:

Princeton Pike Office Park, LLC
(Rent – January 2013) - Current lease dates 1/15/2007 1/14/2012 (Currently month-to-month) Annual Rent $62,675.00
+ New Estimated annual nets $51,090.38 divided by 12 months
equals $9,480.45 per month.
PFM Asset Management LLC
(Investment Advisor - December 2012) Pursuant to Trust
Resolution number 12-43, Current contract runs from 7/30/2012
to 7/30/2014. Fee based on aggregate assets under management.
Invoice# 137072

$9,480.45

$10,093.74

Public Financial Management, Inc.
(Financial Advisor - Pursuant to Trust Resolution number 12-23,
Current contract runs from 7/01/2012 to 6/30/2014. Invoice #'s
135586, 135587. Period covered: 7/1/12 to 9/15/12)

$33,908.34

J&J Staffing Resources
(Part-Time salaries October & November, invoice #'s: 301712,
302073, 302426)

$10,270.64

Dell Marketing L.P.
(Windows Server Software and User Licenses pursuant to
Purchase Order# GSNJEIT036)

$2,756.65

Harleysville Insurance Company
(2013 Property and General Liability Insurance premium,
Policy# MPA00000087475A)

$4,453.00

U.S. Bank
(Loan Servicer: NJEIT 1994A&B (11/1/12 - 10/31/13)Pursuant
to Trust Resolution number 94-12 appointing Core States/US
Bank as 1994A&B Loan Servicer)

$3,090.00

U.S. Bank
(Trustee: NJEIT 1996A&B (11/1/12 - 10/31/13) Pursuant to
Trust Resolution 96-21 appointing First Union/US Bank as
1996A&B Trustee/Escrow Agent/Loan Servicer)

$11,313.75

U.S. Bank
(Trustee: NJEIT 1997 (11/1/12 - 10/31/13) Pursuant to Trust
Resolution number 97-21 appointing First Union/US Bank as
1997A&B Trustee/Escrow Agent/Loan Servicer)

$11,690.88

U.S. Bank
(Trustee: NJEIT 1998A (11/1/12 - 10/31/13) Pursuant to Trust
Resolution 98-37 appointing First Union/US Bank as 1998A&B
Trustee/Escrow Agent/Loan Servicer)

$12,175.75

U.S. Bank
(Trustee: NJEIT 1999A&B (11/1/12 - 10/31/13) Pursuant to
Trust Resolution number 99-8 appointing First Union/US Bank
as 1999A&B Trustee/Escrow Agent/Loan Servicer)

$9,620.00

U.S. Bank
(Loan Servicer: NJEIT 1999A&B (11/1/12 - 10/31/13) Pursuant
to Trust Resolution number 99-8 appointing First Union/US
Bank as 1999A&B Trustee/Escrow Agent/Loan Servicer)

$3,771.25

U.S. Bank
(Trustee: NJEIT 2002A&B (11/1/12 - 10/31/13) Pursuant to
Trust Resolution number 02-25 appointing First Union/US Bank
as 2002A&B Trustee/Escrow Agent)

$9,158.75

U.S. Bank
(Trustee: NJEIT 2004A&B (11/1/12 – 10/31/13) Pursuant to
Trust Resolution number 04-22 appointing Wachovia/US Bank
as 2004 and 2005 Trustee/Escrow Agent)

$9,697.50

U.S. Bank
(Trustee: NJEIT 2005A&B (11/1/12 – 10/31/13) Pursuant to
Trust Resolution number 04-22 appointing Wachovia/US Bank
as 2004 and 2005 Trustee/Escrow Agent)

$9,697.50

U.S. Bank
(Master Program Trustee for period (11/1/12 – 10/31/13)
Pursuant to Trust Resolution number 06-36 reappointing U.S.
Bank as Master Program Trustee)

$5,000.00

LeClair Ryan
(Special Counsel fees (June 7, 2012 – 11/28/2012) in connection
with ongoing litigation matters in case of Ugorji O. Ugorji v.
The New Jersey Environmental Infrastructure Trust)

$12,695.48

Subtotal:

$168,873.68

PFM Asset Management, LLC
(Defeasance of a portion of the outstanding Environmental
Infrastructure Bonds allocable to the City of Bayonne MUA and
LRA from nine (9) financing programs)

$31,500.00

McCarter & English, LLP
(Bond Counsel Services: in connection with the 2012 Bayonne
MUA/LRA Defeasance of a portion of outstanding
Environmental Infrastructure Bonds)
Subtotal:

$38,882.50

Total:

$239,256.18

$70,382.50

Ms. Kreipke questioned if all of the bills on the list were charged to the Trust’s SFY2013 budget.
Mr. Hansbury responded that all expenses were charged to SFY2013 except the two Bayonne
amounts totaling $79,500.00 as these expenses were part of the defeasance efforts and were
reimbursed to the Trust by the City of Bayonne.

The resolution was moved for adoption by Mr. Briant and seconded by Mr. Barrack.
The motion was carried 7 to 0 with 0 abstentions.

8B.

Executive Director Zimmer introduced Resolution No. 13-02 approving the Trust’s Credit Policy.
Since 1995, the Trust has complied with State Treasurer’s credit requirements as set forth in a letter
dated October 29, 2001. As the Financing Program’s offerings and Borrower base has expanded over
time, the Trust has recognized possible credit risks situations, resulting in a review of the Program’s
Credit Worthiness Standards for all borrowers beginning November of 2011. This new Policy will
ensure transparency and consistency among Program borrowers as considered by type, collateral, and
credit rating.
Notable changes to the Policy are as follows:
 The amount of Pro-forma aggregate annual debt service payments for small, non-rated
municipalities to qualify as a de-minimis borrower was raised from $50,000/year to
$100,000/year recognizing that these borrowers pose less risk with a G.O. pledge than their
Revenue Bond counterparts.
 The definition of Corporation was replaced throughout the document with the term “Private
Water System” to alleviate the ambiguity that the Trust does not lend to corporations directly.
Rather, private entities to whom the Trust does lend must be private water purveyors who
possess PWS ID,
 The contiguous school district rating substitution for non-rated municipalities was clarified to
stipulate that this allowance pertains to the underlying school district rating and does not give
credit for any enhancements, such as from the School Reserve Bond Fund.
 The Letter of Credit (LOC) coverage requirement was clarified to only cover principal and
interest repayments, not fees or charges,
 The term “Finding of Unacceptable Credit Risk” was redefined to be a catch-all term that
disqualifies a borrower from the Program and which pre-empts a by-pass letter from the Trust,
and
 The Loan Loss Reserve Fund will not take effect until SFY2014 Financing Program. In this
way, any borrower in the SFY2013 Financing Program who would be affected by this interest
cost increase, but did not receive fair notification of the increase, will not be burdened with
such.
A black-lined version of the Credit Policy Statement was prepared highlighting the above changes,
which resulted from comments received during and since the Trust’s December Board meeting and a
variety of stakeholders meetings, along with a memo detailing the main differences between the
existing Policy and the revised Policy as well the reason for each change.
The final version of the NJEIFP Credit Policy Statement will become part of today’s adopted
resolution. The new Credit Policy will enhance the protection of both current and future borrowers.
Mr. Barrack questioned how the new credit policy will be conveyed to program participants.
Executive Director Zimmer responded that staff will discuss it at the Trust financing seminars on
January 29, 2013 at the Camden County Community College where an open forum portion of the
seminar will be dedicated just to the revisions of the NJEIFP loan documents and closing processes.

The Trust will also post the Policy on its website and notify the public at conferences attended by the
Trust throughout the year. Mr. Alan Miller reported that the annual “Safe Drinking Water Act
Regulatory Update” will be held at Rutgers University, Office of Continuing Education on January
31st and February 7th, 2013 and numerous public water systems will be represented to which Mr.
Zimmer offered Trust staff to attend and review the credit policy.
Chairman Victor congratulated and thanked the Trust’s staff for the depth and vision of the
document.
The resolution was moved for adoption by Ms. Kreipke and seconded by Mr. Barrack.
The motion was carried 7 to 0 with 0 abstentions.
8C.

Executive Director Zimmer asked Mr. Scangarella to introduce Resolution No. 13-03. Mr.
Scangarella advised that the resolution approves forms of Loan Agreement and authorizes various
actions relevant to the SFY2013 NJEIFP such as escrow closings and TEFRA hearings. This
resolution will also amend the forms of agreement approved by the Board in Resolution No. 12-32
incorporating a provision for the Trust to modify the method of loan repayment providing flexibility
to utilize new payment methodologies as a result of changes in technology during the loan repayment
period. While the Board approved the SFY2013 Master Loan Agreement and Escrow Agreement at
the June 14, 2012 meeting, the documents have been modified for the pool Program since that time
authorizing the Trust to modify the method of loan repayment to accommodate new payment
methodologies that may result from changes in future technology such as wire transfers.
(Note: As the Forms of Agreements are lengthy, and given the Trust’s Green initiative, the
Agreements have been compiled into a compact disk (CD) and attached to the minutes. The
Agreements are also available at http://www.njeit.org/mtgdates.htm ).
The resolution was moved for adoption by Mr. Briant and seconded by Mr. Ellis.
The motion was carried 7 to 0 with 0 abstentions.

8D.

Executive Director Zimmer introduced Resolution No. 13-04 authorizing the solicitation of Request
for Proposals for office furniture and equipment for the Trust’s new office space to which the Trust
expects to relocate in late April 2013.
Chief Financial Officer Lauren Kaltman presented proposals for the separate procurements required
for the following; office cubicles furniture (expected cost range = $30K - $60K), backup generator
for office operations (expected cost range = $30K), Office Telecommunications System (expected
cost range = $15K); and an air conditioning unit for the computer server and telecommunications
equipment room (expected cost range = $10K).
Executive Director Zimmer reminded the Board that each RFP will need to come back before the
Board for approval prior to any expenditure.
The resolution was moved for adoption by Mr. Ellis and seconded by Mr. Briant.
The motion was carried 7 to 0 with 0 abstentions.

8E.

Executive Director Zimmer introduced Resolution No. 13-05 approving the SFY2014 Planning &
Design Financing Program (PDFP). Consistent with the Board’s previously approved Resolution
authorizing the SFY2013 Program, reauthorization is required to continue offering this loan product.
The PDFP enables the Trust to make short-term loans to Borrowers that cover part of the
environmental planning and engineering design costs associated with those participants’ projects.
Pursuant to the Resolution, the maximum principal amount per loan shall not exceed $500,000 with a
total outstanding program amount at any given time that shall not exceed $2 million. Loans will bear
interest at 0% for local government units and water utilities serving less than 10,000 residents and a
2% per annum interest rate to water utilities serving population greater than 10,000 residents, any
other private person, and any local government unit on behalf of a private person.
PDFP loans will be refinanced with long-term loans from the Financing Program with a maturity date
not later than the end of the SFY2015 for projects on the SFY2014 Project Priority List or the end of
SFY2016 for projects that are not on the SFY2014 Project Priority List. No administrative fees will
be charged in connection with Planning & Design Loans.
Additional Board approval will be required prior to making a Planning & Design Loan for a project
that is not on the most recent Project Priority List approved by the Board.
Executive Director Zimmer discussed the possibility of creating one borrower loan document for the
entire Program for both the DEP and the Trust with the goal of reducing borrowers’ transaction costs.
An open forum to further discuss ideas with the borrower bond counsel community is planned for
January 29, 2013.
The resolution was moved for adoption by Mr. Requa and seconded by Ms. Kreipke.
The motion was carried 7 to 0 with 0 abstentions.

8F.

Executive Director Zimmer introduced Resolution No. 13-06 approving the SFY2014 Supplemental
Financing Program. This Program allows the Trust to make short-term loans to certain qualifying
Borrowers that previously received financing through the long-term Financing Program, and who
have incurred additional costs for their project in excess of their original long-term Financing
Program loan amount. The Supplemental Loan Program provides financial assistance to those
borrowers in order to finance the additional eligible costs in order to complete their project. This
Resolution is consistent with the previously adopted resolution by the Board at its July 12, 2012
meeting with respect to SFY2013 Supplemental Financing.
The maximum principal amount of each supplemental loan shall not exceed $300,000 with a total
outstanding amount at any given time that shall not exceed $2 million. These loans will bear interest
at 0% for local government units and water utilities serving fewer than 10,000 residents, and 2% for
water utilities serving greater than 10,000 residents and any other private person, and any local
government unit on behalf of a private person. No administrative fees will be charged by the Trust in
connection with a Supplemental Loan.

Supplemental Loans are expected to be refinanced with long-term loans from the SFY2015 Financing
Program and shall mature no later than the end of the SFY2015. While this resolution sets forth the
policy and implementation for the SFY2014 Supplemental Loan Program, closing with respect to a
Supplemental Loan may not occur without prior approval by the Board of Directions via a separate
authorizing resolution.
The resolution was moved for adoption by Mr. Briant and seconded by Mr. Requa.
The motion was carried 7 to 0 with 0 abstentions.

8G.

Mr. Briant updated the Board on the status of the Federal Legislation.
Now that the new Congress has been sworn in, legislative bills that involve the SRF Wastewater and
Drinking Water must be reintroduced in the new Congress.
Representatives of the national group that Mr. Briant chairs have met with Congressman Bill Shuster,
the new Chairman of the House Transportation and Infrastructure Committee to discuss the
Wastewater and Drinking Water SRF program. It is anticipated that once Congressional committees
and subcommittees are fully designated, Chairman Shuster will begin work on re-introducing the
Water Quality Investment Act that was approved in the House two years ago. Over a four-year
period, this bill would increase annual funding for the SRF Program 60%, from $2.5 billion to $4
billion. While this bill did not get to the floor of the Senate for a vote, it enjoyed strong bi-partisan
support in the House.

EXECUTIVE SESSION:
9.

Mr. Victor thanked Mr. Briant and asked Executive Director Zimmer if there was an Executive
Session to which Mr. Zimmer responded there was not.
The Chairman asked for an adjournment.
Mr. Requa moved to adjourn the meeting. The motion was seconded by Ms. Kreipke.
The motion was carried 7 to 0 with 0 abstentions.
The meeting was adjourned at 11:15 a.m.

RESOLUTION NO. 13-02
RESOLUTION APPROVING A CREDIT POLICY

WHEREAS, the New Jersey Environmental Infrastructure Trust (the “Trust”) has the
authority to issue bonds, notes and other obligations necessary for its corporate purpose and
require the purchasers of bonds, notes and other obligations to secure the repayments thereof
pursuant to N.J.S.A. 58:11B-6; and
WHEREAS, New Jersey Environmental Infrastructure Financing Program (NJEIFP)
Loan applicants have been required to comply with the credit requirements set forth in a letter
from the State Treasurer to the NJEIT’s Executive Director dated October 29, 2001; and
WHEREAS, in recognition of possible enhanced credit risks posed by certain NJEIFP
applicants, staff undertook a review of the program’s credit worthiness standards among all
borrower classes commencing in November of 2011; and
WHEREAS, Trust has developed a policy designed to ensure consistency of credit risk
among borrower classes on a programmatic basis through segmenting Program Borrowers by
borrower type, collateral type and credit rating and accordingly altering the requirements for
NJEIFP participation; and
WHEREAS, the Trust deems these changes as necessary to provide greater
transparency in the program’s credit requirements and enhance the protection to the Trust’s
current and future borrowers.
NOW THEREFORE BE IT RESOLVED, that the Trust adopts “New Jersey
Environmental Infrastructure Trust Credit Policy” attached hereto and effective for State Fiscal
Year 2013 NJEIFP program participants.

Adopted Date:

January 10, 2013

Motion Made By:

Ms. Kreipke

Motion Seconded By:

Mr. Barrack

Ayes:

7

Nays:

0

Abstentions:

0

New Jersey Environmental Infrastructure Financing Program
Credit Policy Statement
January 10, 2013

I.

STATUTORY AUTHORITY

The New Jersey Environmental Infrastructure Trust (“NJEIT” or the “Trust”)
is the State Authority charged with making low interest loans to New Jersey Local
Government Units, nonprofit entities and private entities authorized to construct,
operate, maintain and implement wastewater treatment systems and/or water
supply systems, in order to finance all or a portion of the costs of certain
Environmental Infrastructure Projects. The Trust was established in 1985
pursuant to N.J.S.A. 58:11B‐1 et seq., as amended from time to time, (the “Trust
Act”) to finance wastewater treatment system projects. The Trust Act was
amended in 1997 in order to expand the statutory authority of the Trust to
finance water supply system projects. In order to fulfill its statutory mandate
pursuant to the Trust Act to finance wastewater treatment system projects and
water supply system projects, the Trust oversees the New Jersey Environmental
Infrastructure Financing Program (“NJEIFP” or “Financing Program”) and is
responsible for ensuring that the Financing Program is administered efficiently
and fairly to all qualified Applicants in a fiscally responsible manner that
safeguards the Financing Program’s future ability to make environmental
infrastructure loans in the most cost‐efficient manner. 1
II.

OBJECTIVE

The Financing Program has always maintained minimum credit worthiness
standards, compliance with which is a pre‐condition to an Applicant’s qualification
to participate in the Financing Program. These credit worthiness standards help
to ensure that the Financing Program maintains its AAA/AAA/Aaa Credit Rating
from each of the three Nationally Recognized Rating Agencies and, as a result, the
Financing Program is able to issue its bonds at the lowest absolute rate for the
1

Note: Capitalized terms used herein shall have the meaning ascribed to such terms in Article V hereof, unless
otherwise noted.
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benefit of all current and future Borrowers. Currently, the Financing Program
utilizes the credit worthiness standards set forth in the State’s Credit Policy (the
“Current Policy”) for each Fund Loan as articulated most recently in the two page
letter from former State Treasurer Peter Lawrance to then Executive Director of
the Trust, Dirk Hoffman, on October 29th, 2001 (See Attachment 1).
In recent years, as an increasing number of non‐traditional Borrowers and
Environmental Infrastructure Projects have applied for participation in the
Financing Program, a need has surfaced to clarify certain ambiguities in the
Current Policy. While recognizing that one of the hallmarks of the Financing
Program has always been equal and shared access for all qualified Applicants to
the Trust’s AAA/AAA/Aaa Credit Rating for its bonds and the corresponding lower
financing costs offered by the Financing Program, the Financing Program was
neither created nor intended to perform as the lender of last resort for every
potential Applicant and Environmental Infrastructure Project in the State.
Consequently, the purpose of this Credit Policy is to clearly define financial
conditions and requirements that must be satisfied by each Applicant so that all
lending decisions and actions of the Trust continue to be consistent, transparent
and, ultimately, fiscally prudent.
III.

RECENT HISTORY

The Financing Program has been subject to a number of policy revisions
and product innovations since its inception more than 25 years ago. These
changes include: the introduction of a water supply system or drinking water
(“DW”) component (1998), the introduction of the Master Program Trust Account
(“MPTA”) which serves as a Trust Loan coverage or reserve fund that is capitalized
with Fund Loan repayments owed to the State and that acts as additional
collateral support for NJEIT’s outstanding bonds (1995), the most recent
clarification and revision of the State’s credit policy (2001), the introduction of the
Emergency Loan Program (2011), the Direct Loan Program (2001), the Nano
Infrastructure Loan Program for small water systems (2012), and the
Supplemental Financing Program (2012).
Over 90% of the loans made by the Financing Program to date are secured
either by (i) a general obligation (“GO”) bond issued by a taxing entity (a
Municipality or county) and secured by a pledge of its full faith and credit or (ii) a
Revenue Bond issued by an Authority and ultimately secured by a GO pledge of
the full faith and credit of the municipal Participants served by that Authority.
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The Authority pledges to the Financing Program, through its indenture or bond
resolution, all payments payable to the Authority by the Participants pursuant to
the Service Agreement. When applicable, these GO pledges obligate the
Municipalities and/or counties to raise ad valorem taxes “without limitation as to
rate or amount” in order to either (i) satisfy their debt service obligation to the
Trust and the State or (ii) satisfy any payment obligations pursuant to the Service
Agreement in order for the Authority to repay its debt service obligations to the
Trust and the State.
The remainder of the loans made by the Financing Program (i.e., less than
10%) and that remain outstanding are secured by a Revenue Bond. Revenue
Bonds are not secured by a GO pledge of one or more Municipalities. As such,
these Revenue Bonds may pose greater repayment default AND loss risk to the
Financing Program. The fact that such Revenue Bonds continue to grow each year
as part of the Financing Program’s overall portfolio exposure speaks to the
changing nature of the Financing Program and the recognition from non‐
traditional parties of the cost of capital advantages that the Financing Program
offers relative to market‐based lending alternatives. While the NJEIT’s publicly
held bonds have never suffered a payment default, it is critical to establish
policies today that safeguard the Financing Program against the risk of default in
the future. It is precisely the greater risks posed by non‐traditional, non‐
municipal and non‐GO Service Agreement Authority Borrowers that this Credit
Policy seeks to address.
IV.

RISK PARAMETERS

This Credit Policy segregates default risk by Borrower‐type and by credit
pledge‐type. In the event of a potential bankruptcy, the 90% of Financing
Program Borrowers which are Municipalities, counties or local Authorities must
make application to, and obtain the approval of, the Local Finance Board within
the Department of Community Affairs (“DCA”) before they are legally able to
commence bankruptcy proceedings. Given (i) the GO pledge that secures the
Trust Loan and Fund Loan, and (ii) the additional legal hurdle and corresponding
oversight from the State associated with bankruptcy proceedings, these entities
have a greater hurdle, and therefore, a lower likelihood of experiencing default
than their non‐GO counterparts. In addition, the strength of a Borrower’s security
for their respective loans has a limiting effect on both their probability of default
as well as the magnitude of any principal or interest repayment loss should that
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Borrower default on its repayment obligation to the Financing Program. As such,
any Borrower that can be compelled to raise, or compel a Participant to raise, ad
valorem taxes through their pledge of either a direct or indirect GO will be less
likely to default and, in the unlikely Event of Default, will be less likely to cause a
loss on their repayment obligations to the Financing Program. With this in mind,
the Credit Policy divides Financing Program Borrowers into the following
categories:
1. G.O. Pledge:
a. Municipality/County
b. Authority
c. Redevelopment Project sponsored by an LGU
2. Revenue Pledge:
a. Authority
b. Corporate/Private
3. Small Drinking Water Systems
(See Section VI for further discussion of risk categories and corresponding criteria.)
V.

DEFINITIONS

“Aggregate Annual Debt Service” means, with respect to any given Applicant,
the total of the annual debt service payments due and payable each State Fiscal
Year to either the Trust with respect to all outstanding Trust Loans when
aggregated, or the State with respect to all outstanding Fund Loans when
aggregated.
“Applicant” means an entity having submitted, pursuant to the Trust Act and
applicable regulations, a Letter of Intent or an application for the financing of an
Environmental Infrastructure Project through the Financing Program.
“Authority” means a State authority, a municipal, county or regional sewerage or
utility authority, a municipal sewerage district, an improvement authority, or any
other political subdivision of the State, other than a Municipality or county, that is
authorized to construct, operate and maintain a wastewater treatment system or
a public water supply system, or to construct, rehabilitate, operate or maintain
water supply facilities or otherwise provide water for human consumption.
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“Borrower” means any entity that has any Financing Program loans outstanding
with either the State and/or the Trust.
“Credit Eligibility Requirements” means those standards set forth in Section VI:2
below pursuant to an Applicant’s borrower‐type and security pledge.
“Credit Rating” means an assessment by one or more of the three Nationally
Recognized Rating Agencies of the credit worthiness (i) of an Applicant and the
Applicant’s ability to repay principle and interest on its bonds, or (ii) of a
Nationally Chartered Bank or a State Chartered Bank and its ability to satisfy its
liabilities.
“De‐minimis Loan” means a Trust Loan or Fund Loan with Pro‐forma Aggregate
Annual Debt Service owed separately to either the Trust or the State, as the case
may be, of less than $100,000 for those Borrowers providing a pledged GO and
less than $50,000 for Revenue Bond Borrowers.
“Direct Loan Closing” means the date on which a Borrower delivers to the Trust
and State, and the Trust and State accepts from such Borrower, a note or other
obligation evidencing a Trust Loan and Fund Loan to such Borrower pursuant to
the direct loan program of the Trust, established pursuant to N.J.S.A. 58:11B‐9
and one or more resolutions of the Trust.
“Escrow Closing” means the date on which the Trust, the State, a Borrower and
an escrow agent appointed by the Trust each enter into an escrow agreement,
pursuant to which (i) the Trust and the State each commit to make a loan to the
Borrower with respect to a particular Environmental Infrastructure Project; (ii) the
Borrower commits to accept a loan from each of the Trust and the State with
respect to such Environmental Infrastructure Project; and (iii) the Trust Loan
Agreement, the Fund Loan Agreement, the Trust Loan Bond and the Fund Loan
Bond, together with certain other documents and legal opinions, are deposited
into escrow, to be released by the escrow agent upon the issuance by the Trust of
its bonds.
“Environmental Infrastructure Project” means the acquisition, construction,
improvement, repair or reconstruction of all or part of any structure, facility or
equipment, or real or personal property necessary for or ancillary to any (i)
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wastewater treatment system project, including any stormwater management or
combined sewer overflow abatement projects, or (ii) water supply project, as
authorized pursuant to P.L.1985, c.334 (C.58:11B‐1 et seq.) or P.L.1997, c.224
(C.58:11B‐10.1 et al.), including any water resources project, as authorized
pursuant to P.L.2003, c.162.
"Event of Default" means any occurrence or event defined as an Event of Default
pursuant to a Trust Loan Agreement or a Fund Loan Agreement.
“Financial Due Diligence Meeting” means a meeting convened by the Trust to
discuss elements of an Applicant’s financial health, including, without limitation,
the sources of funding for an Applicant’s Environmental Infrastructure Project,
the current Credit Rating, the potential impact of such an Environmental
Infrastructure Project on the Applicant’s Credit Rating, and other matters deemed
necessary or appropriate by the Trust to aid it in assessing (i) an Applicant’s
compliance with this Credit Policy and (ii) its financial eligibility to receive and
repay a Trust Loan and Fund Loan. Financial Due Diligence Meetings shall include
the following representatives:
 Representatives of the Nationally Recognized Rating Agencies that rated
the Applicant’s outstanding debt;
 The Applicant’s chief financial officer, highest elected official, and business
administrator;
 One or more representatives of the developer of the Environmental
Infrastructure Project, if applicable, possessing knowledge and authority to
provide detailed information regarding the Environmental Infrastructure
Project and its regulatory and financial details;
 A representative of each of the non‐NJEIT entities, including other State
Agencies, if any, providing funding for any aspect of the Environmental
Infrastructure Project;
 A representative of each entity that may provide a guarantee for the
financing of the Environmental Infrastructure Project, if applicable;
 Two representatives of the NJEIT’s senior management;
 A representative of any entity that may serve as signatory to a Trust Loan
Agreement or Fund Loan Agreement, or another form of contractual
obligation in connection with the financing of the Environmental
Infrastructure Project; and
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 Such other individuals deemed necessary or appropriate by the NJEIT to aid
in conducting financial due diligence.
“Financing Program” or “NJEIFP” means the program implemented by the NJDEP
and the NJEIT in partnership to provide loans to Borrowers for Environmental
Infrastructure Projects pursuant to N.J.S.A. 58:11B‐1 et seq., the Federal Clean
Water Act and the Federal Drinking Water Act.
“Financing Program Principals” means the NJEIT and the State, collectively, as
parties to the Financing Program.
“Finding of Unacceptable Credit Risk” means a written finding by the Trust (i)
that the Applicant fails to meet the Credit Eligibility Requirements, (ii) that one or
more Material Events has occurred within the immediately preceeding sixty (60)
months, or (iii) that the Trust otherwise identifies credit, liquidity or operational
risks deemed by the Trust to constitute unacceptable risks to the Financing
Program.
“Fund Loan” means a loan provided by the State, acting by and through the
NJDEP, to a Borrower for the financing as part of the Financing Program of all or a
portion of an Environmental Infrastructure Project pursuant to the Federal Clean
Water Act or the Federal Drinking Water Act.
“Fund Loan Agreement” means an agreement, by and between the State, acting
by and through the NJDEP, and a Borrower, pursuant to which the State extends a
Fund Loan to a Borrower in connection with the financing of all or a portion of an
Environmental Infrastructure Project, and the Borrower agrees to certain terms
and conditions, including, without limitation, the construction of the
Environmental Infrastructure Project and the repayment of the Fund Loan.
“Fund Loan Bond” means a senior lien bond issued by a Borrower to the State,
acting by and through the NJDEP, in order to evidence and secure the Fund Loan
repayment obligations of such Borrower to the State, all in connection with the
financing of all or a portion of an Environmental Infrastructure Project. The State
may, in its discretion, accept a Junior Lien Bond, subject to certain covenant
obligations, in lieu of a senior lien bond.
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“Interim Financing Closing” means the date on which a Borrower delivers to the
Trust, and the Trust accepts from such Borrower, a note or other obligation
evidencing a short‐term or temporary loan made by the Trust to such Borrower
pursuant to the interim financing program of the Trust, established pursuant to
N.J.S.A. 58:11B‐9(d) and one or more resolutions of the Trust.
“Internal Revenue Code” means the Internal Revenue Code of 1986, as amended,
and the regulations promulgated pursuant thereto.
“Investment Grade Rated” means an Applicant with at least one current rating
assigned by a Nationally Recognized Rating Agency that is not less than BBB‐ (S&P
and Fitch) or Baa3 (Moody’s), as well as no Non‐Investment Grade Rated Credit
Ratings from any of the Nationally Recognized Rating Agencies.
“Joint and Several Liability Service Agreement” means a Service Agreement, by
and among a Special Obligation Entity and two or more Participants, pursuant to
which all Participants have contractually agreed to be jointly and severally liable
for the obligations of any of the Participants thereunder, including, without
limitation, the obligation to pay amounts necessary to meet the debt service
obligations of the Special Obligation Entity.
“Letter of Credit” or “LOC” means an irrevocable Letter of Credit issued by a
Nationally Chartered Bank or a State Chartered Bank that secures the payment of
the principal and/or interest on (as applicable) the Trust Loan Bond and Fund
Loan Bond issued to the Trust and the State, respectively, by the Applicant that
procured such LOC.
“Loan Loss Reserve Fund” or “LLR” means a fund established by the Trust,
pursuant to N.J.S.A. 58:11B‐1 et seq., for the deposit of the annual Risk Premium
as defined herein. Risk Premium payments will be deposited by the Trust into the
LLR and shall secure repayments owed only on those Financing Program loans in
connection with which Risk Premium payments are required.
“Local Government Unit” or “LGU” means (i) a State Authority, county,
Municipality, municipal, county or regional sewerage or utility Authority,
municipal sewerage district, joint meeting, improvement Authority, or any other
political subdivision of the State authorized pursuant to law to construct, operate
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and maintain wastewater treatment systems, or (ii) a State Authority, district
water supply commission, county, Municipality, municipal, county or regional
utilities Authority, municipal water district, joint meeting or any other political
subdivision of the State authorized pursuant to law to operate or maintain a
public water supply system or to construct, rehabilitate, operate or maintain
water supply facilities or otherwise provide water for human consumption.
“LGU Sponsor” means a Local Government Unit whose participation in a Trust
Loan Agreement and/or a Fund Loan Agreement, or any other form of contractual
obligation, is necessary to satisfy Financing Program requirements, including, but
not limited to, compliance with this Credit Policy for the purpose of assisting a
third party in securing access to funding from the Financing Program for an
Environmental Infrastructure Project of mutual benefit to such Local Government
Unit and such third party.
“Material Event” means, with respect to a given Applicant, the occurrence of any
one or more of the following: (i) an Event of Default under an existing Trust Loan
Agreement and/or Fund Loan Agreement to which the Applicant is a party; (ii) the
Applicant’s receipt of notice of a criminal complaint, criminal investigation or
indictment pertaining to the Applicant or any of its officers or directors; (iii) a
material change in financial position demonstrating a material adverse effect
upon the Applicant’s financial position within the last two fiscal years; (iv) the
filing by the Applicant of a bankruptcy petition or the administration of the
Applicant pursuant to the provisions of any applicable bankruptcy statute; (v) any
written documentation that is produced by the NJDEP which identifies material
mismanagement by the Applicant of (a) any of its environmental infrastructure
facilities, or (b) the proposed Environmental Infrastructure Project to be financed
through the Financing Program, in which the Applicant has been unable to cure
such material mismanagement; (vi) material misrepresentations by the Applicant
in any Financing Program application documents; or (vii) failure by the Applicant
to submit timely responses to requests for information presented to the Applicant
by the Trust and/or the NJDEP.
“Municipality” means any city, borough, town, township or village situated within
the boundaries of the State of New Jersey.
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“Nationally Chartered Bank” means a banking institution chartered and
supervised by the Office of the Comptroller of the Currency, an agency in the U.S.
Treasury Department, pursuant to the National Bank Act, 12 U.S.C. Section 21 et
seq.
“Nationally Recognized Rating Agency” means any of Fitch Ratings (“Fitch”),
Standard & Poor’s (“S&P”) or Moody’s Investors Services (“Moody’s”).
“NJDEP” means the New Jersey Department of Environmental Protection.
“New Jersey Environmental Infrastructure Trust,” “Trust” or “NJEIT” means a
body corporate and politic organized under the laws of the State of New Jersey
pursuant to N.J.S.A. 58:11B‐1 et seq.
“Non‐Investment Grade Rated” means an entity that possesses a current Credit
Rating which is less than BBB‐ (S&P and Fitch) or Baa3 (Moody’s) from any of the
three Nationally Recognized Rating Agencies.
“Non‐Joint and Several Liability Service Agreement” means a Service Agreement,
by and among a Special Obligation Entity and two or more Participants, pursuant
to which each Participant has contractually agreed to be liable for a portion of the
obligations specified thereunder, including, without limitation, the obligation to
pay amounts necessary to meet the debt service obligations of the Special
Obligation Entity, and the Participants are not obligated to pay amounts due and
owing by any other Participants.
“Non‐Rated” means an entity which does not possess a current Credit Rating
from any of the three Nationally Recognized Rating Agencies.
“Participant” means one or more Municipalities and/or Authorities that have
entered into a Joint and Several Liability Service Agreement with a Special
Obligation Entity or a Non‐Joint and Several Liability Service Agreement with a
Special Obligation Entity.
“Preliminary Financial Information” means certain written information produced
by an Applicant and delivered to the NJEIT pursuant to a written request
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submitted by the NJEIT, all in furtherance of the assessment by the NJEIT of the
Applicant’s compliance with this Credit Policy.
“Privately Owned Water System” means a drinking water system required to
comply with New Jersey State primary drinking water regulations for which a
PWS ID number exists.
“Pro‐forma Aggregate Annual Debt Service” means, with respect to any given
Applicant, the sum of (i) the Aggregate Annual Debt Service and (ii) the additional
annual debt service payments due and payable each State Fiscal Year with respect
to the Trust Loan and Fund Loan for which the Applicant is then applying to the
Financing Program.
“Qualified Bonds” means any bond issued by a Municipality pursuant to the
provisions of the Qualified Bond Act, N.J.S.A. 40A:3‐1 et seq.
“Qualified Bond Debt Service Coverage Ratio” means the annual debt service to
be paid by a municipality each fiscal year on any of its outstanding Qualified
Bonds divided by the annual funds available for these payments pursuant to the
Qualified Bond Act.
“Ratings” means:
Investment Grade Rating of the three major rating agencies
Moody's Standard & Poor's
Fitch

NJEIT
Rank

Best Quality

Aaa

AAA

AAA

12

High Quality

Aa1
Aa2
Aa3

AA+
AA
AA‐

AA+
AA
AA‐

11
10
9

Upper Medium Grade

A1
A2
A3

A+
A
A‐

A+
A
A‐

8
7
6

Medium Grade

Baa1
Baa2

BBB+
BBB

BBB+
BBB

5
4
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Non‐Investment Grade

Baa3

BBB‐

BBB‐

3

Ba1
Ba2
Below
Ba2

BB+
BB

BB+
BB
Below
BB

2
1

Below BB

0

“Revenue Bond” means a bond supported by the revenue from a specifically
sponsored project.
“Risk Premium” means an annual premium imposed by the NJEIT and the NJDEP
in an amount equal to 1% of the outstanding aggregate principal amount of the
Trust Loan and the Fund Loan, provided, however, such amount shall be subject
to the limitations imposed by the Internal Revenue Code as such limitations shall
be interpreted and applied by the NJEIT following consultation with counsel.
“Service Agreement” means an agreement wherein a Special Obligation Entity
agrees to provide wastewater treatment service or drinking water to one or more
Participants in exchange for monetary compensation.
“Special Obligation Entity” means an Authority, a nonprofit entity, a private
entity, or any other Applicant or Borrower with respect to which the obligation to
repay the Trust Loan and the Fund Loan is not secured by the irrevocable pledge
of such Applicant or Borrower to exercise its unlimited taxing powers for the
timely payment thereof.
“State” means the State of New Jersey.
“State Chartered Bank” means a banking institution chartered and supervised by
the New Jersey Department of Banking and Insurance pursuant to the laws of the
State, including, without limitation, N.J.S.A. 17:9A‐1 et seq.
“State Fiscal Year” or “SFY” means the period of time beginning on the first day
of July of each calendar year and ending on the thirtieth of June of the next
succeeding calendar year, such period of time being established as the fiscal year
of the State pursuant to N.J.S.A. 52:5‐1. Each State Fiscal Year shall be designated
by the calendar year in which such State Fiscal Year concludes.
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“Trust Loan” means a loan made by the NJEIT to a Borrower for the financing as
part of the Financing Program of all or a portion of an Environmental
Infrastructure Project pursuant to N.J.S.A. 59:11B‐1 et seq.
“Trust Loan Agreement” means an agreement, by and between the Trust and a
Borrower, pursuant to which the Trust extends a Trust Loan to a Borrower in
connection with the financing of all or a portion of an Environmental
Infrastructure Project, and the Borrower agrees to certain terms and conditions,
including, without limitation, the construction of the Environmental Infrastructure
Project and the repayment of the Trust Loan.
“Trust Loan Bond” means a senior lien bond issued by a Borrower to the NJEIT in
order to evidence and secure the Trust Loan repayment obligations of such
Borrower to the NJEIT, all in connection with the financing of all or a portion of an
Environmental Infrastructure Project pursuant to N.J.S.A. 59:11B‐1 et seq. The
Trust may, in its discretion, accept a Junior Lien Bond, subject to certain covenant
obligations in lieu of a senior lien bond.
VI.
1.

NJEIFP LOAN APPLICANTS
GENERAL APPLICABILITY PROVISIONS

Introduction
Applicants must meet the Credit Eligibility Requirements of
this Credit Policy as set forth in Section VI:2 below in order to evidence and secure
an NJEIFP Trust Loan and Fund Loan repayment obligation through the issuance of
privately negotiated bonds to the Financing Program Principals. In assessing
compliance by an Applicant with the Credit Eligibility Requirements, the Trust will
consider credit, liquidity, and operational risk as well as any other factors deemed
necessary and appropriate by the Trust to (i) evaluate the risk of repayment
default and (ii) in order to determine that there are no existing Material Events.
Credit Ratings
For the purposes of this Credit Policy, Applicant Credit Ratings
may be either a public rating or a shadow rating. All public ratings must be
currently under surveillance by the Nationally Recognized Rating Agency that
issued such public rating. Any Applicant relying on a shadow rating must have
received such rating from a Nationally Recognized Rating Agency within twelve
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months prior to the Trust’s determination of the Applicant’s compliance with the
Financing Program Credit Eligibility Requirements. Separately, in the case of a
Municipality, the unenhanced rating (i.e., giving no consideration to enhancement
from, among other sources, the State’s “Chapter 72 School Bond Reserve
Program”) of a contiguous school district may be cited and relied upon. In the
case of a Non‐Rated Authority or Non‐Rated Privately Owned Water System, a
guarantee from an Investment Grade Rated corporate parent, in a form
acceptable to the Trust, may be cited and relied upon.
Portfolio Limitations
The Trust retains the right to reject outright any
Applicant for whom the Trust Loan Bond and the Fund Loan Bond is a Revenue
Bond, the aggregate principal amount of which will serve to increase the NJEIFP
Revenue Bond principal exposure to an amount that exceeds 10% of the total
outstanding principal amount of publicly issued Trust bonds. Further, the Trust
retains the right to reject outright any De‐minimis Loan Applicant for whom the
Trust Loan Bond and the Fund Loan Bond is a Revenue Bond, the aggregate
principal amount of which will serve to increase the NJEIFP exposure to De‐
minimis Loan Borrowers to an amount that exceeds 5% of the total outstanding
principal amount of publicly issued Trust bonds (See Attachment 2).
Additional Information
In assessing an Applicant’s compliance with the
Credit Eligibility Requirements of the Credit Policy, the Trust may require the
Applicant to participate in a Financial Due Diligence Meeting. The Applicant shall
provide Preliminary Financial Information to the Trust no later than 10 business
days following receipt of such written request from the Trust.
Junior Lien Bond Policy
The Financing Program does not require debt
service reserve funds of Investment Grade Rated Authorities to act as security for
the Trust Loan Bond and the Fund Loan Bond issued by such Authority.
Furthermore, if such reserve funds are required by the Authorities’ own indenture
of trust or bond resolution, the Financing Program does not make Trust Loan
proceeds or Fund Loan proceeds available to Authorities to fund such debt service
reserve funds. However, the Financing Program will accept from such Authorities
a junior‐lien bond as evidence of and security for the Trust Loan and Fund Loan
repayment obligations of such Authority. While this junior‐lien bond is
subordinated to any senior‐lien debt of that Authority, the Financing Program
protects itself from repayment default and loss by requiring each Authority to
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comply with the following: (i) compliance with Credit Eligibility Requirements; (ii)
a Service Agreement that is secured by the full faith and credit of one or more
Participants; and (iii) a contractual obligation set forth in the indenture of trust or
bond resolution that obligates the Authority to raise the rates it charges its
service customers by an amount at least equivalent to pay all outstanding debt
service (including debt service with respect to the Junior‐Lien Trust Loan Bond
and the Junior‐Lien Fund Loan Bond), operation & maintenance charges, and any
other expenses necessary to operate the Authority in compliance with applicable
laws and regulations. In addition, the Authority shall be subject to a covenant
obligation to provide written notice to the NJEIT and the NJDEP within 30 days of
the occurrence of any Event of Default, pursuant to and as defined in its
indenture of trust or bond resolution, or any event that with the passage of time
and/or the giving of notice shall constitute an Event of Default. The failure by the
Authority to satisfy the obligation set forth in (iii), above, shall constitute an Event
of Default, pursuant to and as defined in its Trust Loan Agreement and its Fund
Loan Agreement.
Determination of Ineligibility Any Finding of Unacceptable Credit Risk shall be
issued in writing by the Trust to the Applicant and shall render the Applicant
ineligible to participate in the Financing Program.
Action by the Trust Pursuant to the Credit Policy. Any determination or action
authorized or required to be undertaken by the Trust pursuant to the terms and
provisions of this Credit Policy may be undertaken or performed by any
authorized officer designated as such by the Board of Directors of the Trust
through formal action, including but not limited to Trust Board Resolution No. 11‐
10 enacted on April 7, 2011.
2.

CREDIT ELIGIBILITY REQUIREMENTS

Applicants shall satisfy the Financing Program’s Credit Eligibility Requirements. A
determination as to compliance with the Credit Eligibility Requirements shall be
made by the Trust at the earlier of the time of the Environmental Infrastructure
Project’s:
i. Interim Financing Program Closing , or
ii. Escrow Closing, or
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iii. Direct Loan Program Closing, or
iv. Receipt from the Trust of a Finding of Unacceptable Credit Risk.
Excepting the existence of a Material Event(s), Credit Eligibility Requirements are
waived for supplemental loans with respect to existing Trust Loans and Fund
Loans.
An Applicant shall establish compliance with the Credit Eligibility Requirement by
providing a:
A. Pledged GO, provided that the Applicant is a(n):
a. Municipality/County, or the beneficiary of a guarantee provided by a
Municipality/County, such Municipality/County which is:
i. Investment Grade Rated: No additional requirements.
ii. Non‐Investment Grade Rated: For an Applicant that is a
Municipality, credit support is provided in the form of (i) a Qualified
Bond, and (ii) a covenant obligation on the part of the Applicant to
satisfy upon issuance of such Qualified Bond, and any future
Qualified Bond (issued in connection with the Financing Program or
otherwise), the Qualified Bond Debt Service Coverage Ratio at <75%
until the maturity of the Trust Loan Bond and Fund Loan Bond;
iii. Non‐Rated: A Credit Rating is obtained by the Municipality or the
County from any of the three Nationally Recognized Rating Agencies
and the applicable requirements relating to such Credit Rating as
outlined in either Sections VI:2‐A.a(i) or VI:2‐A.a(ii) are satisfied.
A Municipality or a county failing to meet any one of the above criteria is
ineligible to receive a Financing Program loan under this provision.
b. Authority and is:
i. Investment Grade Rated: No additional requirements.
ii. Non‐Investment Grade Rated: A Letter(s) of Credit issued by a
Nationally Chartered Bank or State Chartered Bank:
i. with a Credit Rating(s) of no less than A(flat) and no
Non‐Investment Grade Credit Rating(s) from any of the
three Nationally Recognized Rating Agencies; and
ii. which Letter(s) of Credit shall be maintained at least at
A(flat), or be replaced by the Borrower with a Letter of
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iii.
iv.

iii.

Credit from a Nationally Chartered Bank or State
Chartered Bank which satisfies the preceding paragraph
(i); and
licensed to do business in the State of New Jersey; and
which secures the payment of the principal of and
interest on (as applicable) the Trust Loan Bond and the
Fund Loan Bond issued to the Trust and the State,
respectively, by such Borrower for the term of the Trust
Loan and Fund Loan.

Non‐Rated:
a. A Credit Rating is obtained from any of the three Nationally
Recognized Rating Agencies and the applicable requirements
relating to such Credit Ratings as outlined in either Sections
VI:2‐A.b(i) or VI:2‐A.b(ii) are satisfied; or
b. The Authority has entered into a Joint and Several Liability
Service Agreement with one or more Participants and no more
than 50% of the Authority’s annual revenue is derived from
Participants with Non‐Investment Grade Ratings or that are
Non‐Rated; or
c. The Authority has entered into a Non‐Joint and Several Liability
Service Agreement with one or more Participants and no more
than 25% of the Authority’s annual revenue is derived from
Participants with Non‐Investment Grade Ratings or that are
Non‐Rated.

An Authority failing to meet any one of the above criteria is ineligible to
receive a Financing Program loan under this provision.
c. Redevelopment Project and is sponsored by a(n):
i. Investment Grade Rated LGU Sponsor:
a. A Financial Due Diligence Meeting is required to discuss the
financial impact upon the LGU Sponsor of the proposed
additional debt (note: if the Nationally Recognized Rating
Agency that has rated the LGU Sponsor does not attend the
Financial Due Diligence Meeting, the LGU Sponsor shall
present to the Trust a certification that the Nationally
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ii.

iii.

Recognized Rating Agency has been informed in writing of the
proposed financing and has chosen not to attend); and
b. Additional requirements as appropriate are agreed upon to
secure the LGU Sponsor including, but not limited to;
i. PILOT payments,
ii. Statutory rights pursuant to the Redevelopment Area
Bond Financing Law,
iii. Reserve funds, and
iv. Corporate guarantees.
Non‐Investment Grade Rated LGU Sponsor:
a. A Letter(s) of Credit issued by a Nationally Chartered Bank or
State Chartered Bank:
i. with a Credit Rating(s) of no less than A(flat) and no
Non‐Investment Grade Credit Rating(s) from any of the
three Nationally Recognized Rating Agencies; and
ii. which Letter(s) of Credit shall be maintained at least at
A(flat), or be replaced by the Borrower with a Letter of
Credit from a Nationally Chartered Bank or State
Chartered Bank which satisfies the preceding
paragraph (i); and
iii. licensed to do business in the State of New Jersey; and
iv. which secures the payment of the principal of and
interest on (as applicable) the Trust Loan Bond and the
Fund Loan Bond issued to the Trust and the State,
respectively, by such Borrower for the term of the
Trust Loan and Fund Loan; and
b. All requirements as set forth in Section VI:2‐A.c(i) must be
satisfied.
Non‐Rated LGU Sponsor: A Credit Rating is obtained from any of the
three Nationally Recognized Rating Agencies and the applicable
requirements based on the ratings as outlined in either Sections VI:2‐
A.c(i) or VI:2‐A.c(ii)are satisfied.

A redevelopment project failing to meet any one of the above criteria is ineligible
to receive a Financing Program loan under this provision.
B. Revenue Bond, provided that the Applicant is a(n):
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a. Authority and is:
i. Investment Grade Rated:
a. The indenture of trust or bond resolution pursuant to which
the Authority issues its Trust Loan Bond and Fund Loan Bond
shall include (i) a debt service coverage ratio covenant, (ii) a
rate covenant and (iii) a debt incurrence test, each deemed by
the Trust to be acceptable; and
b. For any time period during the life of the Loan that a Credit
Rating has been assigned to the Authority by any Nationally
Recognized Rating Agency of less than A‐ or A3, the annual Risk
Premium will be imposed by the NJEIT and the NJDEP;
provided, however, such amount shall be subject to the
limitations imposed by the Internal Revenue Code as such
limitations shall be interpreted and applied by the NJEIT
following consultation with counsel. The payments will be
deposited by the Trust into the LLR. This Provision will be
enacted beginning with Financing Program Loans made in SFY
2014.
ii. Non‐Investment Grade Rated:
a. A Letter(s) of Credit issued by a Nationally Chartered Bank or
State Chartered Bank:
i. with a Credit Rating(s) of no less than A(flat) and no
Non‐Investment Grade Credit Rating(s) from any of the
three Nationally Recognized Rating Agencies; and
ii. which Letter(s) of Credit shall be maintained at least at
A(flat), or be replaced by the Borrower with a Letter of
Credit from a Nationally Chartered Bank or State
Chartered Bank which satisfies the preceding
paragraph (i); and
iii. licensed to do business in the State of New Jersey; and
iv. which secures the payment of the principal of and
interest on (as applicable) the Trust Loan Bond and the
Fund Loan Bond issued to the Trust and the State,
respectively, by such Borrower for the term of the
Trust Loan and Fund Loan; and
b. The indenture of trust or bond resolution pursuant to which
the Authority issues its Trust Loan Bond and Fund Loan Bond
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iii.

shall include (i) a debt service coverage ratio covenant, (ii) a
rate covenant and (iii) a debt incurrence test, each deemed to
be acceptable by the Trust;
Non‐Rated: A Credit Rating is obtained from any of the three
Nationally Recognized Rating Agencies and the applicable
requirements relating to such Credit Ratings as outlined in either
Sections VI:2‐B.a(i) or VI:2‐B.a(ii) are satisfied.

An Authority failing to meet any one of the above criteria is ineligible to
receive a Financing Program loan under this provision.
b. Privately Owned Water System and is:
i. Investment Grade Rated:
a. The indenture of trust pursuant to which the Privately Owned
Water System issues its Trust Loan Bond and Fund Loan Bond
shall include (i) a debt service coverage ratio covenant, (ii) a
rate covenant and (iii) a debt incurrence test, each deemed by
the Trust to be acceptable; and
b. For any time period during the life of the Loan that a Credit
Rating has been assigned to the Privately Owned Water
System by a Nationally Recognized Rating Agency of less than
A‐ or A3, the annual Risk Premium will be imposed by the NJEIT
and the NJDEP; provided, however, such amount shall be
subject to the limitations imposed by the Internal Revenue
Code as such limitations shall be interpreted and applied by
the NJEIT following consultation with counsel. The Risk
Premium payments will be deposited by the Trust into the LLR.
This Provision will be enacted beginning with Loans made in
SFY 2014.
ii. Non‐Investment Grade Rated:
a. A Letter(s) of Credit issued by a Nationally Chartered Bank or
State Chartered Bank:
i. with a Credit Rating(s) of no less than A(flat) and no
Non‐Investment Grade Credit Rating(s) from any of the
three Nationally Recognized Rating Agencies; and
ii. which Letter(s) of Credit shall be maintained at least at
A(flat), or be replaced by the Borrower with a Letter of
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iii.

Credit from a Nationally Chartered Bank or State
Chartered Bank which satisfies the preceding
paragraph (i); and
iii. licensed to do business in the State of New Jersey; and
iv. which secures the payment of the principal of and
interest on (as applicable) the Trust Loan Bond and the
Fund Loan Bond issued to the Trust and the State,
respectively, by such Applicant for the term of the
Trust Loan and Fund Loan; and
b. The indenture of trust pursuant to which the Privately Owned
Water System issues its Trust Loan Bond and Fund Loan Bond
shall include (i) a debt service coverage ratio covenant, (ii) a
rate covenant and (iii) a debt incurrence test, each deemed to
be acceptable by the Trust;
Non‐Rated: A Credit Rating is obtained from any of the three
Nationally Recognized Rating Agencies and the applicable
requirements relating to such Credit Ratings as outlined in either
Sections VI:2‐B.b(i) or VI:2‐B.b(ii) are satisfied.

A Privately Owned Water System failing to meet any one of the above criteria
is ineligible to receive a Financing Program loan under this provision.
C. De‐minimis Loan Applicant, provided that the Applicant is:
i.
Investment Grade Rated: No additional requirements. The Trust
reserves the right to require the Borrower to establish a debt service
reserve account as collateral for the Trust Loan and Fund Loan;
ii.
Non‐Investment Grade Rated: A Letter(s) of Credit issued by a
Nationally Chartered Bank or State Chartered Bank:
i. with a Credit Rating(s) of no less than A(flat) and no Non‐
Investment Grade Credit Rating(s) from any of the three
Nationally Recognized Rating Agencies; and
ii. which Letter(s) of Credit shall be maintained at least at
A(flat), or be replaced by the Borrower with a Letter of
Credit from a Nationally Chartered Bank or State Chartered
Bank which satisfies the preceding paragraph (i); and
iii. licensed to do business in the State of New Jersey; and
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iv.

iii.

which secures the payment of the principal of and interest
on (as applicable) the Trust Loan Bond and the Fund Loan
Bond issued to the Trust and the State, respectively, by
such Borrower for the term of the Trust Loan and Fund
Loan.
Non‐Rated: An Applicant meeting the established financial criteria,
as set forth by the Trust from time to time and publicly disseminated,
shall be eligible to receive a Financing Program loan subject to the
requirements as outlined in Section VI:2‐C.(i) above. Any Applicant
not meeting the established financial criteria, as set forth by the
Trust, is subject to the requirements as outlined in Section VI:2‐C.(ii)
above.

A De‐minimis Loan Applicant failing to meet any one of the above criteria is
ineligible to receive a Financing Program Loan under this provision.
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RESOLUTION NO. 13-03
RESOLUTION OF THE NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST
CONFIRMING THE FORM OF THE TRUST LOAN AGREEMENT AND THE ESCROW
AGREEMENT AND AUTHORIZING AND DIRECTING ANY AUTHORIZED OFFICER
OF THE TRUST (I) TO UNDERTAKE AND COMPLETE AN ESCROW CLOSING WITH
RESPECT TO EACH PROJECT SPONSOR PARTICIPATING IN THE STATE FISCAL
YEAR 2013 ENVIRONMENTAL INFRASTRUCTURE FINANCING PROGRAM, (II) IN
CONNECTION WITH EACH ESCROW CLOSING, TO EXECUTE AND DELIVER A
TRUST LOAN AGREEMENT AND AN ESCROW AGREEMENT SUBSTANTIALLY IN
THE FORM APPROVED HEREBY, (III) TO TAKE ANY OTHER ACTION AS MAY BE
NECESSARY OR APPROPRIATE TO EFFECT THE CONSUMMATION OF AN ESCROW
CLOSING FOR EACH PROJECT SPONSOR, (IV) TO CONDUCT A TEFRA HEARING IN
ORDER TO SATISFY THE REQUIREMENTS OF SECTION 147(f) OF THE INTERNAL
REVENUE CODE OF 1986, AS AMENDED, (V) TO SUBMIT FOR THE APPROVAL OF
THE DIRECTOR OF THE DIVISION OF INVESTMENTS IN THE NEW JERSEY
DEPARTMENT OF THE TREASURY THE INVESTMENT AUTHORIZATION REQUEST
AND TO UNDERTAKE ANY OTHER ACTION NECESSARY IN CONNECTION
THEREWITH, AND (VI) TO TAKE SUCH OTHER ACTIONS IN CONNECTION WITH
THE FOREGOING OR SUCH OTHER ACTIONS AS SHALL BE NECESSARY IN
FURTHERANCE OF THE INTENT AND PURPOSES OF THE PROGRAM.
WHEREAS, pursuant to Section 5(i) and Section 6(a) of the New Jersey Environmental
Infrastructure Trust Act, constituting Chapter 334 of the Pamphlet Laws of 1985 of the State of New
Jersey (the “State”), as amended and supplemented (N.J.S.A. 58:11B-1 et seq.) (the “Act”), the New
Jersey Environmental Infrastructure Trust, a public body corporate and politic under the laws of the
State, created pursuant to the Act (the “Trust”), is authorized to issue its bonds (the “Trust Bonds”) in
any principal amounts (subject to the limitations of Section 6(g) of the Act) as in its judgment shall
be necessary to provide funds sufficient for any of its corporate purposes, including, without
limitation, the making of loans (each a “Trust Loan”) to project sponsors (each a “Project Sponsor”)
to finance a portion of the costs of the respective environmental infrastructure system projects thereof
(each a “Project”); and
WHEREAS, pursuant to Section 5(m) and Section 9(a) of the Act, the Trust is authorized to
make and contract to make Trust Loans to Project Sponsors to finance a portion of the costs of the
respective Projects thereof, which Project Sponsors may lawfully undertake or acquire and for which
they are authorized by law to borrow funds, subject to such terms and conditions as the Trust shall
determine to be consistent with the purposes thereof; and
WHEREAS, the Board of Directors of the Trust (the “Board”) currently is scheduled to
consider, as part of its agenda at its March 14, 2013 meeting, the Project applications of certain
Project Sponsors for Trust Loans from the Trust, which Trust Loans, if so approved, would be made,
pursuant to the provisions of the Act, by the Trust to such Project Sponsors from the proceeds of
Trust Bonds, to be issued pursuant to the State Fiscal Year 2013 Environmental Infrastructure
Financing Program of the Trust (the “Program”); and
WHEREAS, each Trust Loan made by the Trust to a Project Sponsor pursuant to the
Program shall be made pursuant to the terms and provisions of a loan agreement, by and between the
Trust and the respective Project Sponsor (the “Trust Loan Agreement”); and

WHEREAS, the Trust, in consultation with its professional advisors, has prepared master
forms of the Trust Loan Agreement, such forms being attached hereto as Exhibit A and made a part
hereof; and
WHEREAS, the Trust Loan Agreement contains all of the terms and conditions that are
applicable to the receipt by the Project Sponsors of Trust Loans from the Trust, including, without
limitation, specific terms and conditions with which certain Project Sponsors must comply prior to
receipt of Trust Loans from the Trust, but do not contain those terms and conditions that cannot be
determined until completion of the sale of the Trust Bonds or until further evaluation of information
to be received by the Trust from the Project Sponsors; and
WHEREAS, pursuant to the terms and provisions of the Program and subject to (i)
satisfaction in full of the conditions precedent set forth in the hereinafter defined Escrow Agreement
and (ii) the final certification of the respective Project pursuant to the regulations and procedures of
the New Jersey Department of Environmental Protection (the “NJDEP”), the Trust and each Project
Sponsor shall deposit into escrow (the “Escrow Closing”) the duly authorized, executed and
delivered Trust Loan Agreement (subject to completion to the extent of those terms and conditions
that cannot be determined until completion of the sale of the Trust Bonds or until further evaluation
of information to be received by the Trust from the Project Sponsor) and certain other Programrelated documents (collectively, the “Escrowed Program Documents”), which Escrowed Program
Documents shall be held in escrow by a national banking association or a banking corporation with
trust and fiduciary powers in the State, duly appointed by the Board as escrow agent (the “Escrow
Agent”), pursuant to the terms and provisions of an escrow agreement (the “Escrow Agreement”) to
which the Trust, the respective Project Sponsor and the Escrow Agent, inter alia, shall be parties,
which Escrow Agreement shall establish the terms and conditions governing the holding in escrow
and administering by the Escrow Agent of the Escrowed Program Documents, including, without
limitation, the completion of those terms and conditions of the Trust Loan Agreement that cannot be
determined until completion of the sale of the Trust Bonds or until the further evaluation of
information to be received by the Trust from the Project Sponsor; and
WHEREAS, the Trust, in consultation with its professional advisors, has prepared master
forms of the Escrow Agreement, such forms being attached hereto as Exhibit B and made a part
hereof; and
WHEREAS, on June 14, 2012, the Trust adopted a resolution entitled “Resolution of the
New Jersey Environmental Infrastructure Trust Authorizing the Master Forms of the Trust Loan
Agreement and the Escrow Agreement with Respect to the State Fiscal Year 2013 Environmental
Infrastructure Financing Program” (the “Document Resolution”) for purposes of approving and
authorizing the master forms of the Trust Loan Agreement and the Escrow Agreement, such master
forms being in substantially the forms attached hereto as Exhibit A and Exhibit B, respectively; and
WHEREAS, in furtherance of the intent and goals of the Program, the Board currently is
scheduled to consider, as part of its agenda at its meeting to be held on or about March 22, 2013, the
adoption of one or more Environmental Infrastructure Bond Resolutions (collectively, the “Trust
Bond Resolution”), which Trust Bond Resolution shall authorize, inter alia, (i) the marketing,
issuance and sale by the Trust of its Trust Bonds, (ii) the allocation of the proceeds of the Trust
Bonds to the Projects of the respective Project Sponsors pursuant to the terms of the respective Trust
Loan Agreement, (iii) the investment of the proceeds of the Trust Bonds until expenditure thereof
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pursuant to the terms of the Trust Bond Resolution, and (iv) certain other matters as shall be set forth
in the Trust Bond Resolution; and
WHEREAS, prior to consideration by the Board of the Trust Bond Resolution, as part of the
agenda of its meeting to be held on or about April 11, 2013, in furtherance of the intent and purposes
of the Program, it will be necessary for the Trust to implement certain elements of the Program,
including, without limitation, (i) the completion of an Escrow Closing with respect to the Trust Loan
to be made by the Trust to each qualifying Project Sponsor from the proceeds of the Trust Bonds, (ii)
the conduct, if necessary, of a hearing (the “TEFRA Hearing”) with respect to the Trust Bonds
pursuant to the requirements of Section 147(f) of the Internal Revenue Code of 1986, as amended (the
“Code”), and (iii) the submission of a written request by the Trust (the “Investment Authorization
Request”) to the Director of the Division of Investments in the New Jersey Department of the Treasury
(the “Director”) for approval of the investment by the Trust of proceeds of the Trust Bonds pursuant to,
among other investment instruments that may be deemed appropriate and advantageous, a repurchase
agreement that does not conform with State Investment Council regulations, which approval by the
Director is dependent upon a finding thereby that such investment is consistent with the corporate
purposes of the Trust; and
WHEREAS, it is the desire of the Board, in furtherance of the intent and purposes of the
Program, that the Executive Director of the Trust, or any other person or persons designated by the
Board by resolution to act on behalf of the Trust (each, an “Authorized Officer”), each be severally
authorized to act on behalf of the Trust and implement in furtherance of the Program (i) the
completion of an Escrow Closing with respect to the Trust Loan to be made by the Trust to each
qualifying Project Sponsor from the proceeds of the Trust Bonds, (ii) the conduct, if determined to be
necessary by any Authorized Officer, of a TEFRA Hearing with respect to the Trust Bonds pursuant
to the requirements of the Code, (iii) the submission of the Investment Authorization Request to the
Director, and (iv) such other actions in connection with the foregoing or such other actions as shall
be necessary in furtherance of the intent and purposes of the Program.
NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the New Jersey
Environmental Infrastructure Trust, as follows:
Section 1.
In furtherance of the intent and purposes of the Program, the Board hereby
approves the execution and delivery at Escrow Closing (but only upon (i) satisfaction in full of the
conditions precedent to Escrow Closing set forth in the respective Escrow Agreement and (ii) the
final certification of the respective Project pursuant to the regulations and procedures of the NJDEP)
of a Trust Loan Agreement with respect to each Trust Loan to be made by the Trust to each Project
Sponsor in connection with the respective Project thereof, each such Trust Loan Agreement to be in
substantially the form attached hereto as Exhibit A and made a part hereof, with such revisions and
modifications thereto as shall be approved by any Authorized Officer, after consultation with counsel
to the Trust, such approval to be evidenced by the execution thereof by such Authorized Officer;
provided, however, that each Trust Loan Agreement executed and delivered at Escrow Closing
pursuant to the authorization of the Board set forth herein shall be exclusive of the following terms,
which terms shall be completed, upon completion of the sale of the Trust Bonds and further
evaluation of information to be received by the Trust from the Project Sponsors, by any Authorized
Officer in a manner (i) consistent with the provisions of the Trust Bond Resolution and (ii) pursuant
to the provisions of the respective Escrow Agreement relating to the completion of such terms: (a)
the principal and interest repayment schedules and adjusted principal amount reflecting, as applicable
and without limitation, capitalized interest, reserve capacity, administrative fees and issuance
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expenses, including, without limitation, bond insurance premiums, if any, which cannot be finally
determined until completion of the sale of the Trust Bonds; (b) if applicable, provisions requiring
additional forms of security, such as a deficiency agreement, a letter of credit or a special reserve
fund securing the timely repayment of the Trust Loan; and (c) provisions relating to the satisfaction
of the “funds available” or “cash on hand” requirement pertaining to the funding of unallowable
Project costs or that portion of allowable Project costs not financed with proceeds of the Trust Bonds
through the Trust Loan Agreement and the corresponding fund loan agreement entered into by and
between the NJDEP and the Project Sponsor.
Section 2.
In furtherance of the intent and purposes of the Program, the Board hereby
approves the execution and delivery at Escrow Closing (but only upon (i) satisfaction in full of the
conditions precedent to Escrow Closing set forth in the respective Escrow Agreement and (ii) the
final certification of the respective Project pursuant to the regulations and procedures of the NJDEP)
of an Escrow Agreement with respect to each Trust Loan to be made by the Trust to each Project
Sponsor in connection with the respective Project thereof, each such Escrow Agreement to be in
substantially the form attached hereto as Exhibit B and made a part hereof, with such revisions and
modifications thereto as shall be approved by any Authorized Officer, after consultation with counsel
to the Trust, such approval to be evidenced by the execution thereof by such Authorized Officer.
Section 3.
In furtherance of the intent and purposes of the Program, the Board hereby
authorizes any Authorized Officer to engage in an Escrow Closing (but only upon (i) satisfaction in
full of the conditions precedent to Escrow Closing set forth in the respective Escrow Agreement and
(ii) the final certification of the respective Project pursuant to the regulations and procedures of the
NJDEP), pursuant to the terms and procedures of the Escrow Agreement, with respect to each Trust
Loan to be made by the Trust to each Project Sponsor in connection with the respective Project
thereof. The Board hereby authorizes any Authorized Officer, upon consultation with counsel to the
Trust, (i) to determine the Escrow Closing schedule and (ii) to undertake any other action in
furtherance of the Escrow Closing, relating to the Trust Loan made by the Trust to each Project
Sponsor in connection with the respective Project thereof, as such Authorized Officer shall determine
to be necessary.
Section 4.
In furtherance of the intent and purposes of the Program, the Board hereby
authorizes (but only upon (i) satisfaction in full of the conditions precedent to Escrow Closing set
forth in the respective Escrow Agreement and (ii) the final certification of the respective Project
pursuant to the regulations and procedures of the NJDEP) that (i) the Trust Loan Agreement, the
Escrow Agreement, any other Escrowed Program Documents to which the Trust is a party, and any
other document required to be executed by the Trust in connection with the undertaking and
completion of the Escrow Closing shall be executed in the name of the Trust by the manual signature
of the Chairman or any Authorized Officer of the Trust, and (ii) if required by the terms of such
document, its corporate seal shall be impressed, imprinted or otherwise reproduced thereon and
attested by the manual signature of the Secretary or Assistant Secretary or other Authorized Officer
of the Trust.
Section 5.
In furtherance of the intent and purposes of the Program, the Board hereby
authorizes any Authorized Officer, after consultation with counsel to the Trust, to take such other
actions and to execute such other documents and instruments as may be necessary or appropriate
(and not inconsistent with the terms and provisions of this Resolution) to effect the consummation of
an Escrow Closing with respect to each Trust Loan made by the Trust to each Project Sponsor in
connection with the respective Project thereof.
4
ME1 14589331v.1

Section 6.
In furtherance of the intent and purposes of the Program, the Board hereby
authorizes any Authorized Officer, after consultation with counsel to the Trust, to conduct the
TEFRA Hearing with respect to the Trust Bonds at such time in such manner as any Authorized
Officer, after consultation with counsel to the Trust, shall determine to be necessary, convenient or
desirable in order to satisfy the requirements of the Code.
Section 7.
In furtherance of the intent and purposes of the Program, the Board hereby
authorizes any Authorized Officer, after consultation with counsel to the Trust, to submit the
Investment Authorization Request to the Director for approval and to undertake any other action
necessary in connection with (i) the approval by the Director of the investment by the Trust of a portion
of the proceeds of the Trust Bonds pursuant to, among other investment instruments that may be
deemed appropriate and advantageous, a repurchase agreement that does not conform with State
Investment Council regulations and (ii) the finding by the Director that such investment is consistent
with the corporate purposes of the Trust.
Section 8.
The Board hereby authorizes any Authorized Officer, after consultation with
counsel to the Trust, to take such other actions, to execute such other instruments and to seek such
other consents as may be necessary or appropriate (and not inconsistent with the terms and provisions
of this Resolution) to further the intent and purposes of the Program.

Adopted Date:
Motion Made By:
Motion Seconded By:

Mr. Briant
Mr. Ellis

Ayes:

7

Nays:

0

Abstentions:

0
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NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST LOAN AGREEMENT
THIS LOAN AGREEMENT, made and entered into as of May 1, 2013, by and between
the NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST, a public body corporate
and politic with corporate succession, and the Borrower (capitalized terms used in this Loan
Agreement shall have, unless the context otherwise requires, the meanings ascribed thereto in
Section 1.01 hereof);
WITNESSETH THAT:
WHEREAS, the Trust, in accordance with the Act, the Bond Resolution and a financial
plan approved by the State Legislature in accordance with Sections 22 and 22.1 of the Act, will
issue its Trust Bonds on or prior to the Loan Closing for the purpose of making the Loan to the
Borrower and the Loans to the Borrowers from the proceeds of the Trust Bonds to finance a
portion of the Costs of Environmental Infrastructure Facilities;
WHEREAS, the Borrower has, in accordance with the Act and the Regulations, made
timely application to the Trust for a Loan to finance a portion of the Costs of the Project;
WHEREAS, the State Legislature, in accordance with Sections 20 and 20.1 of the Act,
has in the form of an appropriations act approved a project priority list that includes the Project
and that authorizes an expenditure of proceeds of the Trust Bonds to finance a portion of the
Costs of the Project;
WHEREAS, the Trust has approved the Borrower’s application for a Loan from
available proceeds of the Trust Bonds to finance a portion of the Costs of the Project;
WHEREAS, in accordance with the applicable Bond Act (as defined in the Fund Loan
Agreement), and the Regulations, the Borrower has been awarded a Fund Loan for a portion of
the Costs of the Project; and
WHEREAS, the Borrower, in accordance with the Act, the Regulations and the
Borrower Enabling Act, will issue a Borrower Bond to the Trust evidencing said Loan at the
Loan Closing.
NOW, THEREFORE, for and in consideration of the award of the Loan by the Trust,
the Borrower agrees to complete the Project and to perform under this Loan Agreement in
accordance with the conditions, covenants and procedures set forth herein and attached hereto as
part hereof, as follows:

ARTICLE I
DEFINITIONS
SECTION 1.01.

Definitions.

(a)
The following terms as used in this Loan Agreement shall, unless the context
clearly requires otherwise, have the following meanings:
“Act” means the “New Jersey Environmental Infrastructure Trust Act”, constituting
Chapter 334 of the Pamphlet Laws of 1985 of the State (codified at N.J.S.A. 58:11B-1 et seq.),
as the same may from time to time be amended and supplemented.
“Administrative Fee” means that portion of Interest on the Loan or Interest on the
Borrower Bond payable hereunder as an annual fee of up to four-tenths of one percent (.40%) of
the initial principal amount of the Loan or such lesser amount, if any, as may be authorized by
any act of the State Legislature and as the Trust may approve from time to time.
“Authorized Officer” means, in the case of the Borrower, any person or persons
authorized pursuant to a resolution or ordinance of the governing body of the Borrower to
perform any act or execute any document relating to the Loan, the Borrower Bond or this Loan
Agreement.
“Bond Counsel” means a law firm appointed or approved by the Trust, as the case may
be, having a reputation in the field of municipal law whose opinions are generally acceptable by
purchasers of municipal bonds.
“Borrower” means the New Jersey county or municipality that is a party to this Loan
Agreement, and its successors and assigns, as further described in Schedule A attached hereto.
“Borrower Bond” means the Borrower Bond issued pursuant to the Borrower Enabling
Act, authorized, executed, attested and delivered by the Borrower to the Trust to evidence the
Borrower’s obligations to pay the Loan Repayments and all other amounts due and owing by the
Borrower under this Loan Agreement, a specimen of which is attached hereto as Exhibit D and
made a part hereof, pursuant to which the power and obligation of the Borrower to make such
payments shall be unlimited and for the payment of which the Borrower shall, if necessary, levy
ad valorem taxes upon all the taxable property within the jurisdiction of the Borrower without
limitation as to rate or amount.
“Borrowers” means any other Local Government Unit or Private Entity (as such terms
are defined in the Regulations) authorized to construct, operate and maintain Environmental
Infrastructure Facilities that have entered into Loan Agreements with the Trust pursuant to which
the Trust will make Loans to such recipients from moneys on deposit in the Project Fund,
excluding the Project Loan Account.
“Code” means the Internal Revenue Code of 1986, as the same may from time to time be
amended and supplemented, including any regulations promulgated thereunder, any successor
code thereto and any administrative or judicial interpretations thereof.
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“Costs” means those costs that are eligible, reasonable, necessary, allocable to the
Project and permitted by generally accepted accounting principles, including Allowances and
Building Costs (as defined in the Regulations), as shall be determined on a project-specific basis
in accordance with the Regulations as set forth in Exhibit B hereto, as the same may be amended
by subsequent eligible costs as evidenced by a certificate of an authorized officer of the Trust.
“Debt Service Reserve Fund” means the Debt Service Reserve Fund, if any, as defined
in the Bond Resolution.
“Department” means the New Jersey Department of Environmental Protection
“Environmental Infrastructure Facilities” means Wastewater Treatment Facilities,
Stormwater Management Facilities or Water Supply Facilities (as such terms are defined in the
Regulations).
“Environmental Infrastructure System” means the Environmental Infrastructure
Facilities of the Borrower, including the Project, described in Exhibit A-1 attached hereto and
made a part hereof for which the Borrower is borrowing the Loan under this Loan Agreement.
“Event of Default” means any occurrence or event specified in Section 5.01 hereof.
“Excess Project Funds” shall have the meaning set forth in Section 3.03A hereof.
“Fund Loan” means the loan made to the Borrower by the State, acting by and through
the Department, pursuant to the Fund Loan Agreement dated as of May 1, 2013 by and between
the Borrower and the State, acting by and through the Department, to finance or refinance a
portion of the Costs of the Project.
“Fund Loan Agreement” means the loan agreement dated as of May 1, 2013 by and
between the Borrower and the State, acting by and through the Department, regarding the terms
and conditions of the Fund Loan.
“Interest on the Loan” or “Interest on the Borrower Bond” means the sum of (i) the
Interest Portion, (ii) the Administrative Fee, and (iii) any late charges incurred hereunder.
“Interest Portion” means that portion of Interest on the Loan or Interest on the Borrower
Bond payable hereunder that is necessary to pay the Borrower’s proportionate share of interest
on the Trust Bonds (i) as set forth in Exhibit A-2 hereof under the column heading entitled
“Interest”, or (ii) with respect to any prepayment of Trust Bond Loan Repayments in accordance
with Section 3.07 or 5.03 hereof, to accrue on any principal amount of Trust Bond Loan
Repayments to the date of the optional redemption or acceleration, as the case may be, of the
Trust Bonds allocable to such prepaid or accelerated Trust Bond Loan Repayment.
“Loan” means the loan made by the Trust to the Borrower to finance or refinance a
portion of the Costs of the Project pursuant to this Loan Agreement, as further described in
Schedule A attached hereto.
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“Loan Agreement” means this Loan Agreement, including Schedule A and the Exhibits
attached hereto, as it may be supplemented, modified or amended from time to time in
accordance with the terms hereof and of the Bond Resolution.
“Loan Agreements” means any other loan agreements entered into by and between the
Trust and one or more of the Borrowers pursuant to which the Trust will make Loans to such
Borrowers from moneys on deposit in the Project Fund, excluding the Project Loan Account,
financed with the proceeds of the Trust Bonds.
“Loan Closing” means the date upon which the Trust shall issue and deliver the Trust
Bonds and the Borrower shall deliver its Borrower Bond, as previously authorized, executed and
attested, to the Trust.
“Loan Repayments” means the sum of (i) Trust Bond Loan Repayments, (ii) the
Administrative Fee, and (iii) any late charges incurred hereunder.
“Loan Term” means the term of this Loan Agreement provided in Sections 3.01 and
3.03 hereof and in Exhibit A-2 attached hereto and made a part hereof.
“Loans” means the loans made by the Trust to the Borrowers under the Loan
Agreements from moneys on deposit in the Project Fund, excluding the Project Loan Account.
“Master Program Trust Agreement” means that certain Master Program Trust
Agreement, dated as of November 1, 1995, by and among the Trust, the State, United States
Trust Company of New York, as Master Program Trustee thereunder, The Bank of New York
(NJ), in several capacities thereunder, and First Fidelity Bank, N.A. (predecessor to Wachovia
Bank, National Association), in several capacities thereunder, as supplemented by that certain
Agreement of Resignation of Outgoing Master Program Trustee, Appointment of Successor
Master Program Trustee and Acceptance Agreement, dated as of November 1, 2001, by and
among United States Trust Company of New York, as Outgoing Master Program Trustee, State
Street Bank and Trust Company, N.A. (predecessor to U.S. Bank Trust National Association), as
Successor Master Program Trustee, and the Trust, as the same may be amended and
supplemented from time to time in accordance with its terms.
“Official Statement” means the Official Statement relating to the issuance of the Trust
Bonds.
“Preliminary Official Statement” means the Preliminary Official Statement relating to
the issuance of the Trust Bonds.
“Prime Rate” means the prevailing commercial interest rate announced by the Trustee
from time to time in the State as its prime lending rate.
“Project” means the Environmental Infrastructure Facilities of the Borrower described in
Exhibit A-1 attached hereto and made a part hereof, which constitutes a project for which the
Trust is permitted to make a loan to the Borrower pursuant to the Act, the Regulations and the
Bond Resolution, all or a portion of the Costs of which is financed or refinanced by the Trust
through the making of the Loan under this Loan Agreement and which may be identified under
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either the Drinking Water or Clean Water Project Lists with the Project Number specified in
Exhibit A-1 attached hereto.
“Project Fund” means the Project Fund as defined in the Bond Resolution.
“Project Loan Account” means the project loan account established on behalf of the
Borrower in the Project Fund in accordance with the Bond Resolution to finance all or a portion
of the Costs of the Project.
“Regulations” means the rules and regulations, as applicable, now or hereafter
promulgated under N.J.A.C. 7:22-3 et seq., 7:22-4 et seq., 7:22-5 et seq., 7:22-6 et seq., 7:22-7 et
seq., 7:22-8 et seq., 7:22-9 et seq. and 7:22-10 et seq., as the same may from time to time be
amended and supplemented.
“State” means the State of New Jersey.
“Trust” means the New Jersey Environmental Infrastructure Trust, a public body
corporate and politic with corporate succession duly created and validly existing under and by
virtue of the Act.
“Trust Bond Loan Repayments” means the repayments of the principal amount of the
Loan plus the payment of any premium associated with prepaying the principal amount of the
Loan in accordance with Section 3.07 hereof plus the Interest Portion.
“Trust Bonds” means bonds authorized by Section 2.03 of the Bond Resolution,
together with any refunding bonds authenticated and delivered pursuant to Section 2.04 of the
Bond Resolution, in each case issued in order to finance (i) the portion of the Loan deposited in
the Project Loan Account, (ii) the portion of the Loans deposited in the balance of the Project
Fund, (iii) any capitalized interest related to such bonds, (iv) a portion of the costs of issuance
related to such bonds, and (v) that portion of the Debt Service Reserve Fund (to the extent the
Trust establishes a Debt Service Reserve Fund pursuant to the Bond Resolution), if any,
allocable to the Loan or Loans, as the case may be, a portion of which includes the funding of
reserve capacity, if applicable, for the Environmental Infrastructure Facilities of the Borrower or
Borrowers, as the case may be, or to refinance any or all of the above.
“Trustee” means, initially, U.S. Bank National Association, the Trustee appointed by the
Trust and its successors as Trustee under the Bond Resolution, as provided in Article X of the
Bond Resolution.
(b)
In addition to the capitalized terms defined in subsection (a) of this Section 1.01,
certain additional capitalized terms used in this Loan Agreement shall, unless the context clearly
requires otherwise, have the meanings ascribed to such additional capitalized terms in Schedule
A attached hereto and made a part hereof.
(c)
Except as otherwise defined herein or where the context otherwise requires, words
importing the singular number shall include the plural number and vice versa, and words
importing persons shall include firms, associations, corporations, agencies and districts. Words
importing one gender shall include the other gender.
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ARTICLE II
REPRESENTATIONS AND COVENANTS OF BORROWER
SECTION 2.01.
Representations of Borrower. The Borrower represents for the
benefit of the Trust, the Trustee and the holders of the Trust Bonds as follows:
(a)

Organization and Authority.

(i)
The Borrower is an Entity duly created and validly existing under and
pursuant to the Constitution and statutes of the State.
(ii)
The acting officials of the Borrower who are contemporaneously herewith
performing or have previously performed any action contemplated in this Loan
Agreement either are or, at the time any such action was performed, were the duly
appointed or elected officials of such Borrower empowered by applicable State law and,
if applicable, authorized by ordinance or resolution of the Borrower to perform such
actions. To the extent any such action was performed by an official no longer the duly
acting official of such Borrower, all such actions previously taken by such official are
still in full force and effect.
(iii) The Borrower has full legal right and authority and all necessary licenses
and permits required as of the date hereof to own, operate and maintain its Environmental
Infrastructure System, to carry on its activities relating thereto, to execute, attest and
deliver this Loan Agreement and the Borrower Bond, to sell the Borrower Bond to the
Trust, to undertake and complete the Project and to carry out and consummate all
transactions contemplated by this Loan Agreement.
(iv)
The proceedings of the Borrower’s governing body approving this Loan
Agreement and the Borrower Bond, authorizing the execution, attestation and delivery of
this Loan Agreement and the Borrower Bond, authorizing the sale of the Borrower Bond
to the Trust and authorizing the Borrower to undertake and complete the Project,
including, without limitation, the “Proceedings”, were duly published in accordance with
applicable State law, and have been duly and lawfully adopted in accordance with the
Borrower Enabling Act and other applicable State law at a meeting or meetings that were
duly called pursuant to necessary public notice and held in accordance with applicable
State law and at which quorums were present and acting throughout.
(v)
By official action of the Borrower taken prior to or concurrent with the
execution and delivery hereof, including, without limitation, the Proceedings, the
Borrower has duly authorized, approved and consented to all necessary action to be taken
by the Borrower for: (A) the execution, attestation, delivery and performance of this
Loan Agreement and the transactions contemplated hereby; (B) the issuance of the
Borrower Bond and the sale thereof to the Trust upon the terms set forth herein; (C) the
approval of the inclusion, if such inclusion is deemed necessary in the sole discretion of
the Trust, in the Preliminary Official Statement and the Official Statement of all
statements and information relating to the Borrower set forth in “APPENDIX B” thereto
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(the “Borrower Appendices”) and any amendment thereof or supplement thereto; and (D)
the execution, delivery and due performance of any and all other certificates, agreements
and instruments that may be required to be executed, delivered and performed by the
Borrower in order to carry out, give effect to and consummate the transactions
contemplated by this Loan Agreement, including, without limitation, the designation of
the Borrower Appendices portion of the Preliminary Official Statement, if any, as
“deemed final” for the purposes and within the meaning of Rule 15c2-12 (“Rule 15c212”) of the Securities and Exchange Commission (“SEC”) promulgated under the
Securities Exchange Act of 1934, as amended or supplemented, including any successor
regulation or statute thereto.
(vi)
This Loan Agreement and the Borrower Bond have each been duly
authorized by the Borrower and duly executed, attested and delivered by Authorized
Officers of the Borrower, and the Borrower Bond has been duly sold by the Borrower to
the Trust and duly issued by the Borrower; and assuming that the Trust has all the
requisite power and authority to authorize, execute, attest and deliver, and has duly
authorized, executed, attested and delivered, this Loan Agreement, and assuming further
that this Loan Agreement is the legal, valid and binding obligation of the Trust,
enforceable against the Trust in accordance with its terms, each of this Loan Agreement
and the Borrower Bond constitutes a legal, valid and binding obligation of the Borrower,
enforceable against the Borrower in accordance with its respective terms, except as the
enforcement thereof may be affected by bankruptcy, insolvency or other laws or the
application by a court of legal or equitable principles affecting creditors' rights; and the
information contained under "Description of Loan" in Exhibit A-2 attached hereto and
made a part hereof is true and accurate in all respects.
(b)
Full Disclosure. There is no fact that the Borrower has not disclosed to the Trust
in writing on the Borrower’s application for the Loan or otherwise that materially adversely
affects or (so far as the Borrower can now foresee) that will materially adversely affect the
properties, activities, prospects or condition (financial or otherwise) of the Borrower or its
Environmental Infrastructure System, or the ability of the Borrower to make all Loan
Repayments and any other payments required under this Loan Agreement or otherwise to
observe and perform its duties, covenants, obligations and agreements under this Loan
Agreement and the Borrower Bond.
(c)
Pending Litigation. There are no proceedings pending or, to the knowledge of the
Borrower, threatened against or affecting the Borrower in any court or before any governmental
authority or arbitration board or tribunal that, if adversely determined, would materially
adversely affect (i) the undertaking or completion of the Project, (ii) the properties, activities,
prospects or condition (financial or otherwise) of the Borrower or its Environmental
Infrastructure System, (iii) the ability of the Borrower to make all Loan Repayments or any other
payments required under this Loan Agreement, (iv) the authorization, execution, attestation or
delivery of this Loan Agreement or the Borrower Bond, (v) the issuance of the Borrower Bond
and the sale thereof to the Trust, or (vi) the Borrower’s ability otherwise to observe and perform
its duties, covenants, obligations and agreements under this Loan Agreement and the Borrower
Bond, which proceedings have not been previously disclosed in writing to the Trust either in the
Borrower’s application for the Loan or otherwise.
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(d)
Compliance with Existing Laws and Agreements. (i) The authorization,
execution, attestation and delivery of this Loan Agreement and the Borrower Bond by the
Borrower and the sale of the Borrower Bond to the Trust, (ii) the observation and performance
by the Borrower of its duties, covenants, obligations and agreements hereunder and thereunder,
(iii) the consummation of the transactions provided for in this Loan Agreement and the Borrower
Bond, and (iv) the undertaking and completion of the Project will not (A) other than the lien,
charge or encumbrance created hereby, by the Borrower Bond and by any other outstanding debt
obligations of the Borrower that are at parity with the Borrower Bond as to lien on, and source
and security for payment thereon from, the general tax revenues of the Borrower, result in the
creation or imposition of any lien, charge or encumbrance upon any properties or assets of the
Borrower pursuant to, (B) result in any breach of any of the terms, conditions or provisions of, or
(C) constitute a default under, any existing ordinance or resolution, outstanding debt or lease
obligation, trust agreement, indenture, mortgage, deed of trust, loan agreement or other
instrument to which the Borrower is a party or by which the Borrower, its Environmental
Infrastructure System or any of its properties or assets may be bound, nor will such action result
in any violation of the provisions of the charter or other document pursuant to which the
Borrower was established or any laws, ordinances, injunctions, judgments, decrees, rules,
regulations or existing orders of any court or governmental or administrative agency, authority or
person to which the Borrower, its Environmental Infrastructure System or its properties or
operations is subject.
(e)
No Defaults. No event has occurred and no condition exists that, upon the
authorization, execution, attestation and delivery of this Loan Agreement and the Borrower
Bond, the sale of the Borrower Bond to the Trust or the receipt of the amount of the Loan, would
constitute an Event of Default hereunder. The Borrower is not in violation of, and has not
received notice of any claimed violation of, any term of any agreement or other instrument to
which it is a party or by which it, its Environmental Infrastructure System or its properties may
be bound, which violation would materially adversely affect the properties, activities, prospects
or condition (financial or otherwise) of the Borrower or its Environmental Infrastructure System
or the ability of the Borrower to make all Loan Repayments, to pay all other amounts due
hereunder or otherwise to observe and perform its duties, covenants, obligations and agreements
under this Loan Agreement and the Borrower Bond.
(f)
Governmental Consent. The Borrower has obtained all permits and approvals
required to date by any governmental body or officer for the authorization, execution, attestation
and delivery of this Loan Agreement and the Borrower Bond, for the sale of the Borrower Bond
to the Trust for the making, observance and performance by the Borrower of its duties,
covenants, obligations and agreements under this Loan Agreement and the Borrower Bond and
for the undertaking or completion of the Project and the financing or refinancing thereof,
including, but not limited to, the approval by the Local Finance Board in the Division of Local
Government Services in the New Jersey Department of Community Affairs (the “Local Finance
Board”) of the issuance by the Borrower of the Borrower Bond to the Trust, as required by
Section 9a of the Act, and any other approvals required therefor by the Local Finance Board; and
the Borrower has complied with all applicable provisions of law requiring any notification,
declaration, filing or registration with any governmental body or officer in connection with the
making, observance and performance by the Borrower of its duties, covenants, obligations and
agreements under this Loan Agreement and the Borrower Bond or with the undertaking or
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completion of the Project and the financing or refinancing thereof. No consent, approval or
authorization of, or filing, registration or qualification with, any governmental body or officer
that has not been obtained is required on the part of the Borrower as a condition to the
authorization, execution, attestation and delivery of this Loan Agreement and the Borrower
Bond, the sale of the Borrower Bond to the Trust, the undertaking or completion of the Project or
the consummation of any transaction herein contemplated.
(g)

Compliance with Law. The Borrower:

(i)
is in compliance with all laws, ordinances, governmental rules and
regulations to which it is subject, the failure to comply with which would materially
adversely affect (A) the ability of the Borrower to conduct its activities or to undertake or
complete the Project, (B) the ability of the Borrower to make the Loan Repayments and
to pay all other amounts due hereunder, or (C) the condition (financial or otherwise) of
the Borrower or its Environmental Infrastructure System; and
(ii)
has obtained all licenses, permits, franchises or other governmental
authorizations presently necessary for the ownership of its properties or for the conduct
of its activities that, if not obtained, would materially adversely affect (A) the ability of
the Borrower to conduct its activities or to undertake or complete the Project, (B) the
ability of the Borrower to make the Loan Repayments and to pay all other amounts due
hereunder, or (C) the condition (financial or otherwise) of the Borrower or its
Environmental Infrastructure System.
(h)
Use of Proceeds. The Borrower will apply the proceeds of the Loan from the
Trust as described in Exhibit B attached hereto and made a part hereof (i) to finance or refinance
a portion of the Costs of the Borrower’s Project; and (ii) where applicable, to reimburse the
Borrower for a portion of the Costs of the Borrower’s Project, which portion was paid or
incurred in anticipation of reimbursement by the Trust and is eligible for such reimbursement
under and pursuant to the Regulations, the Code and any other applicable law. All of such costs
constitute Costs for which the Trust is authorized to make Loans to the Borrower pursuant to the
Act and the Regulations.
(i)
Official Statement. The descriptions and information set forth in the Borrower
Appendices, if any, contained in the Official Statement relating to the Borrower, its operations
and the transactions contemplated hereby, as of the date of the Official Statement, were and, as
of the date of delivery hereof, are true and correct in all material respects, and did not and do not
contain any untrue statement of a material fact or omit to state a material fact that is necessary to
make the statements contained therein, in light of the circumstances under which they were
made, not misleading.
(j)
Preliminary Official Statement. As of the date of the Preliminary Official
Statement, the descriptions and information set forth in the Borrower Appendices, if any,
contained in the Preliminary Official Statement relating to the Borrower, its operations and the
transactions contemplated hereby (i) were “deemed final” by the Borrower for the purposes and
within the meaning of Rule 15c2-12 and (ii) were true and correct in all material respects, and
did not contain any untrue statement of a material fact or omit to state a material fact necessary
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to make the statements contained therein, in light of the circumstances under which they were
made, not misleading.
SECTION 2.02.

Particular Covenants of Borrower.

(a)
Full Faith and Credit Pledge. The Borrower unconditionally and irrevocably
pledges its full faith and credit and covenants to exercise its unlimited taxing powers for the
punctual payment of the principal and redemption premium, if any, of the Borrower Bond, the
Interest on the Borrower Bond and all other amounts due under the Borrower Bond, which
Borrower Bond shall secure the Loan Repayments and all other amounts due under this Loan
Agreement according to its terms. The Borrower acknowledges that to assure the continued
operation and solvency of the Trust and to further secure the Trust Bonds, the Trust may,
pursuant to and in accordance with Section 12a of the Act, require that if the Borrower fails or is
unable to pay promptly to the Trust in full any Loan Repayments, an amount sufficient to satisfy
such deficiency shall be paid by the New Jersey State Treasurer to the Trust from State-aid
otherwise payable to the Borrower.
(b)
Performance Under Loan Agreement; Rates. The Borrower covenants and agrees
(i) to comply with all applicable state and federal laws, rules and regulations in the performance
of this Loan Agreement; (ii) to cooperate with the Trust in the observance and performance of
the respective duties, covenants, obligations and agreements of the Borrower and the Trust under
this Loan Agreement; and (iii) to establish, levy and collect rents, rates and other charges for the
products and services provided by its Environmental Infrastructure System, which rents, rates
and other charges, together with any other moneys available for the purpose, shall be at least
sufficient to comply with all covenants pertaining thereto contained in, and all other provisions
of, any bond ordinance, resolution, trust indenture or other security agreement, if any, relating to
any bonds, notes or other evidences of indebtedness issued or to be issued by the Borrower,
including without limitation rents, rates and other charges, together with other available moneys,
sufficient to pay the principal of and Interest on the Borrower Bond, plus all other amounts due
hereunder.
(c)
Completion of Project and Provision of Moneys Therefor. The Borrower
covenants and agrees (i) to exercise its best efforts in accordance with prudent environmental
infrastructure utility practice to complete the Project and to accomplish such completion on or
before the estimated Project completion date set forth in Exhibit G hereto and made a part
hereof; (ii) to comply with the terms and provisions contained in Exhibit G hereto; and (iii) to
provide from its own fiscal resources all moneys, in excess of the total amount of loan proceeds
it receives under the Loan and Fund Loan, required to complete the Project.
(d)
Disposition of Environmental Infrastructure System. The Borrower shall not sell,
lease, abandon or otherwise dispose of all or substantially all of its Environmental Infrastructure
System except on ninety (90) days’ prior written notice to the Trust, and, in any event, shall not
so sell, lease, abandon or otherwise dispose of the same unless the following conditions are met:
(i) the Borrower shall, in accordance with Section 4.02 hereof, assign this Loan Agreement and
the Borrower Bond and its rights and interests hereunder and thereunder to the purchaser or
lessee of the Environmental Infrastructure System, and such purchaser or lessee shall assume all
duties, covenants, obligations and agreements of the Borrower under this Loan Agreement and
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the Borrower Bond; and (ii) the Trust shall by appropriate action determine, in its sole discretion,
that such sale, lease, abandonment or other disposition will not materially adversely affect (A)
the Trust’s ability to meet its duties, covenants, obligations and agreements under the Bond
Resolution, (B) the value of this Loan Agreement or the Borrower Bond as security for the
payment of Trust Bonds and the interest thereon, or (C) the excludability from gross income for
federal income tax purposes of the interest on Trust Bonds then outstanding or that could be
issued in the future.
(e)

Exclusion of Interest from Federal Gross Income and Compliance with Code.

(i)
The Borrower covenants and agrees that it shall not take any action or
omit to take any action that would result in the loss of the exclusion of the interest on any
Trust Bonds now or hereafter issued from gross income for purposes of federal income
taxation as that status is governed by Section 103(a) of the Code.
(ii)
The Borrower shall not take any action or omit to take any action that
would cause its Borrower Bond or the Trust Bonds (assuming solely for this purpose that
the proceeds of the Trust Bonds loaned to the Borrower represent all of the proceeds of
the Trust Bonds) to be “private activity bonds” within the meaning of Section 141(a) of
the Code. Accordingly, unless the Borrower receives the prior written approval of the
Trust, the Borrower shall not (A) permit any of the proceeds of the Trust Bonds loaned to
the Borrower or the Project financed or refinanced with the proceeds of the Trust Bonds
loaned to the Borrower to be used (directly or indirectly) in any manner that would
constitute “private business use” within the meaning of Section 141(b)(6) of the Code,
(B) use (directly or indirectly) any of the proceeds of the Trust Bonds loaned to the
Borrower to make or finance loans to persons other than “governmental units” (as such
term is used in Section 141(c) of the Code), or (C) use (directly or indirectly) any of the
proceeds of the Trust Bonds loaned to the Borrower to acquire any “nongovernmental
output property” within the meaning of Section 141(d)(2) of the Code.
(iii) The Borrower shall not directly or indirectly use or permit the use of any
proceeds of the Trust Bonds (or amounts replaced with such proceeds) or any other funds
or take any action or omit to take any action that would cause the Trust Bonds (assuming
solely for this purpose that the proceeds of the Trust Bonds loaned to the Borrower
represent all of the proceeds of the Trust Bonds) to be “arbitrage bonds” within the
meaning of Section 148(a) of the Code.
(iv)
The Borrower shall not directly or indirectly use or permit the use of any
proceeds of the Trust Bonds to pay the principal of or the interest or redemption premium
on or any other amount in connection with the retirement or redemption of any issue of
state or local governmental obligations (“refinancing of indebtedness”), unless the
Borrower shall (A) establish to the satisfaction of the Trust, prior to the issuance of the
Trust Bonds, that such refinancing of indebtedness will not adversely affect the exclusion
from gross income for federal income tax purposes of the interest on the Trust Bonds, and
(B) provide to the Trust an opinion of Bond Counsel to that effect in form and substance
satisfactory to the Trust.
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(v)
The Borrower shall not directly or indirectly use or permit the use of any
proceeds of the Trust Bonds to reimburse the Borrower for an expenditure with respect to
Costs of the Borrower’s Project paid by the Borrower prior to the issuance of the Trust
Bonds, unless (A) the allocation by the Borrower of the proceeds of the Trust Bonds to
reimburse such expenditure complies with the requirements of Treasury Regulations
§1.150-2 necessary to enable the reimbursement allocation to be treated as an expenditure
of the proceeds of the Trust Bonds for purposes of applying Sections 103 and 141-150,
inclusive, of the Code, or (B) such proceeds of the Trust Bonds will be used for
refinancing of indebtedness that was used to pay Costs of the Borrower’s Project or to
reimburse the Borrower for expenditures with respect to Costs of the Borrower’s Project
paid by the Borrower prior to the issuance of such indebtedness in accordance with a
reimbursement allocation for such expenditures that complies with the requirements of
Treasury Regulations §1.150-2.
(vi)
The Borrower shall not directly or indirectly use or permit the use of any
proceeds of the Trust Bonds to pay any costs which are not Costs of the Borrower’s
Project that constitute (A) a “capital expenditure,” within the meaning of Treasury
Regulations §1.150-1, or (B) interest on the Trust Bonds accruing during a period
commencing on the date of issuance of the Trust Bonds and ending on the date that is the
later of (I) three years from the date of issuance of the Trust Bonds or (II) one year after
the completion date with respect to the Project, as set forth in Exhibit G hereto.
(vii) The Borrower shall not use the proceeds of the Trust Bonds (assuming
solely for this purpose that the proceeds of the Trust Bonds loaned to the Borrower
represent all of the proceeds of the Trust Bonds) in any manner that would cause the
Trust Bonds to be considered “federally guaranteed” within the meaning of Section
149(b) of the Code or “hedge bonds” within the meaning of Section 149(g) of the Code.
(viii) The Borrower shall not issue any debt obligations that (A) are sold at
substantially the same time as the Trust Bonds and finance or refinance the Loan made to
the Borrower, (B) are sold pursuant to the same plan of financing as the Trust Bonds and
finance or refinance the Loan made to the Borrower, and (C) are reasonably expected to
be paid out of substantially the same source of funds as the Trust Bonds and finance or
refinance the Loan made to the Borrower.
(ix)
Neither the Borrower nor any “related party” (within the meaning of
Treasury Regulations §1.150-1) shall purchase Trust Bonds in an amount related to the
amount of the Loan.
(x)
The Borrower will not issue or permit to be issued obligations that will
constitute an “advance refunding” of the Borrower Bond within the meaning of Section
149(d)(5) of the Code without the express written consent of the Trust, which consent
may only be delivered by the Trust after the Trust has received notice from the Borrower
of such contemplated action no later than sixty (60) days prior to any such contemplated
action, and which consent is in the sole discretion of the Trust.
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(xi)
The Borrower will not invest amounts held in any reserve or replacement
fund of the Borrower (within the meaning of Section 148(d)(1) of the Code) that are
allocable to the Borrower Bond evidencing the Loan at a yield in excess of the yield on
the Trust Bonds, all in accordance with the instructions of the Trust, except for any
period such amounts constitute proceeds of indebtedness of the Borrower the interest on
which is excluded from gross income for purposes of federal income taxation and such
amounts have not been reallocated to the Trust Bonds as "gross proceeds" of the Trust
Bonds (in accordance with Treasury Regulations §1.148-6(b) or successor Treasury
Regulations applicable to the Trust Bonds).
(xii) No “gross proceeds” of the Trust Bonds held by the Borrower (other than
amounts in a “bona fide debt service fund”) will be held in a “commingled fund” (as such
terms are defined in Treasury Regulations §1.148-1(b)).
(xiii) Based upon all of the objective facts and circumstances in existence on the
date of issuance of the Trust Bonds used to finance the Project, (A) within six months of
the date of issuance of the Trust Bonds used to finance the Project, the Borrower will
incur a substantial binding obligation to a third party to expend on the Project at least five
percent (5%) of the “net sale proceeds” (within the meaning of Treasury Regulations
§1.148-1) of the Loan used to finance the Project (treating an obligation as not being
binding if it is subject to contingencies within the control of the Borrower, the Trust or a
“related party” (within the meaning of Treasury Regulations §1.150-1)), (B) completion
of the Project and the allocation to expenditures of the “net sale proceeds” of the Loan
used to finance the Project will proceed with due diligence, and (C) all of the proceeds of
the Loan used to finance the Project (other than amounts deposited into the Debt Service
Reserve Fund (to the extent the Trust establishes a Debt Service Reserve Fund pursuant
to the Bond Resolution) allocable to that portion of the Loan used to finance reserve
capacity, if any) and investment earnings thereon will be spent prior to the period ending
three (3) years subsequent to the date of issuance of the Trust Bonds used to finance the
Project. Accordingly, the proceeds of the Loan deposited in the Project Loan Account
used to finance the Project will be eligible for the 3-year arbitrage temporary period since
the expenditure test, time test and due diligence test, as set forth in Treasury Regulations
§1.148-2(e)(2), will be satisfied.
(xiv) The weighted average maturity of the Loan does not exceed 120% of the
average reasonably expected economic life of the Project financed or refinanced with the
Loan, determined in the same manner as under Section 147(b) of the Code. Accordingly,
the term of the Loan will not be longer than is reasonably necessary for the governmental
purposes of the Loan within the meaning of Treasury Regulations §1.148-1(c)(4).
(xv) The Borrower shall only enter into service contracts (including
management contracts), with respect to any portion of the Project financed by the Trust
Bonds, with a “governmental unit” (within the meaning of Section 141 of the Code) or
only when such contracts comply with Rev. Proc. 97-13, 1997-1 C.B. 632, or successor
provisions applicable to the Trust Bonds; provided, that the Borrower delivers an opinion
of Bond Counsel, in form and substance satisfactory to the Trust, to the effect that the
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entering into of such contracts by the Borrower will not adversely affect the exclusion
from gross income for federal income tax purposes of the interest on the Trust Bonds.
(xvi) The Borrower shall, within 30 days of date the Borrower concludes that no
additional proceeds of the Loan will be required to pay costs of the Project, provide to the
Trust a certificate of the Borrower evidencing such conclusion.
For purposes of this subsection and subsection (g) of this Section 2.02, quoted terms shall
have the meanings given thereto by Section 148 of the Code, including, particularly, Treasury
Regulations §§1.148-1 through 1.148-11, inclusive, as supplemented or amended, to the extent
applicable to the Trust Bonds, and any successor Treasury Regulations applicable to the Trust
Bonds.
(f)
Operation and Maintenance of Environmental Infrastructure System. The
Borrower covenants and agrees that it shall, in accordance with prudent environmental
infrastructure utility practice, (i) at all times operate the properties of its Environmental
Infrastructure System and any business in connection therewith in an efficient manner, (ii)
maintain its Environmental Infrastructure System in good repair, working order and operating
condition, and (iii) from time to time make all necessary and proper repairs, renewals,
replacements, additions, betterments and improvements with respect to its Environmental
Infrastructure System so that at all times the business carried on in connection therewith shall be
properly and advantageously conducted.
(g)

Records and Accounts.

(i)
The Borrower shall keep accurate records and accounts for its
Environmental Infrastructure System (the “System Records”) separate and distinct from
its other records and accounts (the “General Records”). Such System Records shall be
audited annually by an independent registered municipal accountant or certified public
accountant, which may be part of the annual audit of the General Records of the
Borrower. Such System Records and General Records shall be made available for
inspection by the Trust at any reasonable time upon prior written notice, and a copy of
such annual audit(s) therefor, including all written comments and recommendations of
such accountant, shall be furnished to the Trust within 150 days of the close of the fiscal
year being so audited or, with the consent of the Trust, such additional period as may be
provided by law.
(ii)
Within 30 days following receipt of any Loan proceeds, including without
limitation the “Allowance for Administrative Costs” or the “Allowance for Planning and
Design” set forth in Exhibit B hereto, the Borrower shall allocate such proceeds to an
expenditures in a manner that satisfies the requirements of Treasury Regulation
§1.148-6(d) and transmit a copy of each such allocation to the Trust. No portion of the
Allowance for Administrative Costs will be allocated to a cost other than a cost described
in N.J.A.C. 7:22-5.11(a) 3, 4, 5 or 6. No portion of the Allowance for Planning and
Design will be allocated to a cost other than a cost described N.J.A.C. 7:22-5.12, or other
costs of the Borrower’s Environmental Infrastructure System which are “capital
expenditures,” within the meaning of Treasury Regulations §1.150-1. The Borrower
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shall retain records of such allocations for at least until the date that is three years after
the scheduled maturity date of the Trust Bonds. The Borrower shall make such records
available to the Trust within 15 days of any request by the Trust.
(iii) Unless otherwise advised in writing by the Trust, in furtherance of the
covenant of the Borrower contained in subsection (f) of this Section 2.02 not to cause the
Trust Bonds to be arbitrage bonds, the Borrower shall keep, or cause to be kept, accurate
records of each investment it makes in any “nonpurpose investment” acquired with, or
otherwise allocated to, “gross proceeds” of the Trust Bonds not held by the Trustee and
each “expenditure” it makes allocated to “gross proceeds” of the Trust Bonds. Such
records shall include the purchase price, including any constructive “payments” (or in the
case of a “payment” constituting a deemed acquisition of a “nonpurpose investment”
(e.g., a “nonpurpose investment” first allocated to “gross proceeds” of the Trust Bonds
after it is actually acquired because it is deposited in a sinking fund for the Trust Bonds)),
the “fair market value” of the “nonpurpose investment” on the date first allocated to the
“gross proceeds” of the Trust Bonds, nominal interest rate, dated date, maturity date, type
of property, frequency of periodic payments, period of compounding, yield to maturity,
amount actually or constructively received on disposition (or in the case of a “receipt”
constituting a deemed disposition of a “nonpurpose investment” (e.g., a “nonpurpose
investment” that ceases to be allocated to the “gross proceeds” of the Trust Bonds
because it is removed from a sinking fund for the Trust Bonds)), the “fair market value”
of the “nonpurpose investment” on the date it ceases to be allocated to the “gross
proceeds” of the Trust Bonds, the purchase date and disposition date of the “nonpurpose
investment” and evidence of the “fair market value” of such property on the purchase
date and disposition date (or deemed purchase or disposition date) for each such
“nonpurpose investment”. The purchase date, disposition date and the date of
determination of “fair market value” shall be the date on which a contract to purchase or
sell the “nonpurpose investment” becomes binding, i.e., the trade date rather than the
settlement date. For purposes of the calculation of purchase price and disposition price,
brokerage or selling commissions, administrative expenses or similar expenses shall not
increase the purchase price of an item and shall not reduce the amount actually or
constructively received upon disposition of an item, except to the extent such costs
constitute “qualified administrative costs”.
(iv)
Within thirty (30) days of the last day of the fifth and each succeeding
fifth “bond year” (which, unless otherwise advised by the Trust, shall be the five-year
period ending on the date five years subsequent to the date immediately preceding the
date of issuance of the Trust Bonds and each succeeding fifth “bond year”) and within
thirty (30) days of the date the last bond that is part of the Trust Bonds is discharged (or
on any other periodic basis requested in writing by the Trust), the Borrower shall (A)
calculate, or cause to be calculated, the “rebate amount” as of the “computation date” or
“final computation date” attributable to any “nonpurpose investment” made by the
Borrower and (B) remit the following to the Trust: (1) an amount of money that when
added to the “future value” as of the “computation date” of any previous payments made
to the Trust on account of rebate equals the “rebate amount”, (2) the calculations
supporting the “rebate amount” attributable to any “nonpurpose investment” made by the
Borrower allocated to “gross proceeds” of the Trust Bonds, and (3) any other information
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requested by the Trust relating to compliance with Section 148 of the Code (e.g.,
information related to any “nonpurpose investment” of the Borrower for purposes of
application of the “universal cap”).
(v)
The Borrower covenants and agrees that it will account for “gross
proceeds” of the Trust Bonds, investments allocable to the Trust Bonds and expenditures
of “gross proceeds” of the Trust Bonds in accordance with Treasury Regulations §1.1486. All allocations of “gross proceeds” of the Trust Bonds to expenditures will be
recorded on the books of the Borrower kept in connection with the Trust Bonds no later
than 18 months after the later of the date the particular Costs of the Borrower’s Project is
paid or the date the portion of the project financed by the Trust Bonds is placed in
service. All allocations of proceeds of the Trust Bonds to expenditures will be made no
later than the date that is 60 days after the fifth anniversary of the date the Trust Bonds
are issued or the date 60 days after the retirement of the Trust Bonds, if earlier. Such
records and accounts will include the particular Costs paid, the date of the payment and
the party to whom the payment was made.
(vi)
From time to time as directed by the Trust, the Borrower shall provide to
the Trust a written report demonstrating compliance by the Borrower with the provisions
of Section 2.02(e) of this Loan Agreement, each such written report to be submitted by
the Borrower to the Trust in the form of a full and complete written response to a
questionnaire provided by the Trust to the Borrower. Each such questionnaire shall be
provided by the Trust to the Borrower not less than fourteen (14) days prior to the date
established by the Trust for receipt from the Borrower of the full and complete written
response to the questionnaire.
(h)
Inspections; Information. The Borrower shall permit the Trust and the Trustee
and any party designated by any of such parties, at any and all reasonable times during
construction of the Project and thereafter upon prior written notice, to examine, visit and inspect
the property, if any, constituting the Project and to inspect and make copies of any accounts,
books and records, including (without limitation) its records regarding receipts, disbursements,
contracts, investments and any other matters relating thereto and to its financial standing, and
shall supply such reports and information as the Trust and the Trustee may reasonably require in
connection therewith.
(i)
Insurance. The Borrower shall maintain or cause to be maintained, in force,
insurance policies with responsible insurers or self-insurance programs providing against risk of
direct physical loss, damage or destruction of its Environmental Infrastructure System at least to
the extent that similar insurance is usually carried by utilities constructing, operating and
maintaining Environmental Infrastructure Facilities of the nature of the Borrower’s
Environmental Infrastructure System, including liability coverage, all to the extent available at
reasonable cost but in no case less than will satisfy all applicable regulatory requirements.
(j)
Costs of Project. The Borrower certifies that the building cost of the Project, as
listed in Exhibit B hereto and made a part hereof, is a reasonable and accurate estimation thereof,
and it will supply to the Trust a certificate from a licensed professional engineer authorized to
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practice in the State stating that such building cost is a reasonable and accurate estimation and
that the useful life of the Project exceeds the maturity date of the Borrower Bond.
(k)
Delivery of Documents. Concurrently with the delivery of this Loan Agreement
(as previously authorized, executed and attested) at the Loan Closing, the Borrower will cause to
be delivered to the Trust and the Trustee each of the following items:
(i)
an opinion of the Borrower’s bond counsel substantially in the form of
Exhibit E hereto; provided, however, that the Trust may permit portions of such opinion
to be rendered by general counsel to the Borrower and may permit variances in such
opinion from the form set forth in Exhibit E if, in the opinion of the Trust, such variances
are not to the material detriment of the interests of the holders of the Trust Bonds;
(ii)
counterparts of this Loan Agreement as previously executed and attested
by the parties hereto;
(iii) copies of those ordinances and/or resolutions finally adopted by the
governing body of the Borrower and requested by the Trust, including, without
limitation, (A) the resolution of the Borrower authorizing the execution, attestation and
delivery of this Loan Agreement, (B) the ordinances and resolutions of the Borrower
authorizing the execution, attestation, sale and delivery of the Borrower Bond to the
Trust, (C) the resolution of the Borrower, if any, confirming the details of the sale of the
Borrower Bond to the Trust, (D) the resolution of the Borrower, if any, declaring its
official intent to reimburse expenditures for the Costs of the Project from the proceeds of
the Trust Bonds, each of said ordinances and resolutions of the Borrower being certified
by an Authorized Officer of the Borrower as of the date of the Loan Closing, (E) the
resolution of the Local Finance Board approving the issuance by the Borrower of the
Borrower Bond to the Trust and setting forth any other approvals required therefor by the
Local Finance Board, and (F) any other Proceedings;
(iv)
if the Loan is being made to reimburse the Borrower for all or a portion of
the Costs of the Borrower’s Project or to refinance indebtedness or reimburse the
Borrower for the repayment of indebtedness previously incurred by the Borrower to
finance all or a portion of the Costs of the Borrower’s Project, an opinion of Bond
Counsel, in form and substance satisfactory to the Trust, to the effect that such
reimbursement or refinancing will not adversely affect the exclusion from gross income
for federal income tax purposes of the interest on the Trust Bonds; and
(v)
the certificates of insurance coverage as required pursuant to the terms of
Section 3.06(d) hereof and such other certificates, documents, opinions and information
as the Trust may require in Exhibit F hereto, if any.
(l)
Execution and Delivery of Borrower Bond. Concurrently with the delivery of this
Loan Agreement at the Loan Closing, the Borrower shall also deliver to the Trust the Borrower
Bond, as previously executed and attested, upon the receipt of a written certification of the Trust
that a portion of the net proceeds of the Trust Bonds shall be deposited in the Project Loan
Account simultaneously with the delivery of the Borrower Bond.
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(m)
Notice of Material Adverse Change. The Borrower shall promptly notify the
Trust of any material adverse change in the properties, activities, prospects or condition
(financial or otherwise) of the Borrower or its Environmental Infrastructure System, or in the
ability of the Borrower to make all Loan Repayments and otherwise to observe and perform its
duties, covenants, obligations and agreements under this Loan Agreement and the Borrower
Bond.
(n)
Continuing Representations. The representations of the Borrower contained
herein shall be true at the time of the execution of this Loan Agreement and at all times during
the term of this Loan Agreement.
(o)
Additional Covenants and Requirements. (i) No later than the Loan Closing and,
if necessary, in connection with the Trust’s issuance of the Trust Bonds or the making of the
Loan, additional covenants and requirements have been included in Exhibit F hereto and made a
part hereof. Such covenants and requirements may include, but need not be limited to, the
maintenance of specified levels of Environmental Infrastructure System rates, the issuance of
additional debt of the Borrower, the use by or on behalf of the Borrower of certain proceeds of
the Trust Bonds as such use relates to the exclusion from gross income for federal income tax
purposes of the interest on any Trust Bonds, the transfer of revenues and receipts from the
Borrower’s Environmental Infrastructure System, compliance with Rule 15c2-12, Rule 10b-5
and any other applicable federal or state securities laws, and matters in connection with the
appointment of the Trustee under the Bond Resolution and any successors thereto. The
Borrower hereby agrees to observe and comply with each such additional covenant and
requirement, if any, included in Exhibit F hereto as if the same were set forth herein in its
entirety. (ii) Additional defined terms, covenants, representations and requirements have been
included in Schedule A attached hereto and made a part hereof. Such additional defined terms,
covenants, representations and requirements are incorporated in this Loan Agreement by
reference thereto as if set forth in full herein and the Borrower hereby agrees to observe and
comply with each such additional term, covenant, representation and requirement included in
Schedule A as if the same were set forth in its entirety where reference thereto is made in this
Loan Agreement.
(p)
Continuing Disclosure Covenant. To the extent that the Trust, in its sole
discretion, determines, at any time prior to the termination of the Loan Term, that the Borrower
is a material “obligated person”, as the term “obligated person” is defined in Rule 15c2-12, with
materiality being determined by the Trust pursuant to criteria established, from time to time, by
the Trust in its sole discretion and set forth in a bond resolution or official statement of the Trust,
the Borrower hereby covenants that it will authorize and provide to the Trust, for inclusion in
any preliminary official statement or official statement of the Trust, all statements and
information relating to the Borrower and deemed material by the Trust for the purpose of
satisfying Rule 15c2-12 as well as Rule 10b-5 promulgated pursuant to the Securities Exchange
Act of 1934, as amended or supplemented, including any successor regulation or statute thereto
(“Rule 10b-5”), including certificates and written representations of the Borrower evidencing its
compliance with Rule 15c2-12 and Rule 10b-5; and the Borrower hereby further covenants that
the Borrower shall execute and deliver the Continuing Disclosure Agreement, in substantially the
form attached hereto as Exhibit H, with such revisions thereto prior to execution and delivery
thereof as the Trust shall determine to be necessary, desirable or convenient, in its sole
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discretion, for the purpose of satisfying Rule 15c2-12 and the purposes and intent thereof, as
Rule 15c2-12, its purposes and intent may hereafter be interpreted from time to time by the SEC
or any court of competent jurisdiction; and pursuant to the terms and provisions of the
Continuing Disclosure Agreement, the Borrower shall thereafter provide on-going disclosure
with respect to all statements and information relating to the Borrower in satisfaction of the
requirements set forth in Rule 15c2-12 and Rule 10b-5, including, without limitation, the
provision of certificates and written representations of the Borrower evidencing its compliance
with Rule 15c2-12 and Rule 10b-5.
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ARTICLE III
LOAN TO BORROWER; AMOUNTS PAYABLE; GENERAL AGREEMENTS
SECTION 3.01.
Loan; Loan Term. The Trust hereby agrees to make the Loan as
described in Exhibit A-2 hereof and to disburse proceeds of the Loan to the Borrower in
accordance with Section 3.02 and Exhibit C hereof, and the Borrower hereby agrees to borrow
and accept the Loan from the Trust upon the terms set forth in Exhibit A-2 attached hereto and
made a part hereof; provided, however, that the Trust shall be under no obligation to make the
Loan if (a) at the Loan Closing, the Borrower does not deliver to the Trust a Borrower Bond and
such other documents required under Section 2.02(k) hereof, or (b) an Event of Default has
occurred and is continuing under the Bond Resolution or this Loan Agreement. Although the
Trust intends to disburse proceeds of the Loan to the Borrower at the times and up to the
amounts set forth in Exhibit C to pay a portion of the Costs of the Project, due to unforeseen
circumstances there may not be a sufficient amount on deposit in the Project Fund on any date to
make the disbursement in such amount. Nevertheless, the Borrower agrees that the amount
actually deposited in the Project Loan Account at the Loan Closing plus the Borrower’s allocable
share of (i) certain costs of issuance and underwriter’s discount for all Trust Bonds issued to
finance the Loan; (ii) capitalized interest during the Project construction period, if applicable;
and (iii) that portion of the Debt Service Reserve Fund (to the extent the Trust establishes a Debt
Service Reserve Fund pursuant to the Bond Resolution) attributable to the cost of funding
reserve capacity for the Project, if applicable, shall constitute the initial principal amount of the
Loan (as the same may be adjusted downward in accordance with the definition thereof), and
neither the Trust nor the Trustee shall have any obligation thereafter to loan any additional
amounts to the Borrower.
The Borrower shall use the proceeds of the Loan strictly in accordance with Section
2.01(h) hereof.
The payment obligations created under this Loan Agreement are secured by the Borrower
Bond. The obligations to pay the principal of the Borrower Bond, Interest on the Borrower Bond
and other amounts due under the Borrower Bond are each direct, general, irrevocable and
unconditional obligations of the Borrower payable from any source legally available to the
Borrower, including, without limitation, the general tax revenues of the Borrower, and the
Borrower shall, if necessary, levy ad valorem taxes upon all the taxable property within the
Borrower for the payment of such obligations, without limitation as to rate or amount.
SECTION 3.02.

Disbursement of Loan Proceeds.

(a)
The Trustee, as the agent of the Trust, shall disburse the amounts on deposit in the
Project Loan Account to the Borrower upon receipt of a requisition executed by an Authorized
Officer of the Borrower, and approved by the Trust, in a form meeting the requirements of
Section 5.02(3) of the Bond Resolution.
(b)
The Trust and Trustee shall not be required to disburse any Loan proceeds to the
Borrower under this Loan Agreement, unless:
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(i)
the proceeds of the Trust Bonds shall be available for disbursement, as
determined solely by the Trust;
(ii)
in accordance with the Bond Act, and the Regulations, the Borrower shall
have timely applied for, shall have been awarded and, prior to or simultaneously with the
Loan Closing, shall have closed a Fund Loan for a portion of the Allowable Costs (as
defined in such Regulations) of the Project in an amount not in excess of the amount of
Allowable Costs of the Project financed by the Loan from the Trust;
(iii) the Borrower shall have funds available to pay for the greater of (A) that
portion of the total Costs of the Project that is not eligible to be funded from the Fund
Loan or the Loan, or (B) that portion of the total Costs of the Project that exceeds the
actual amounts of the loan commitments made by the State and the Trust, respectively,
for the Fund Loan and the Loan; and
(iv)
no Event of Default nor any event that, with the passage of time or service
of notice or both, would constitute an Event of Default shall have occurred and be
continuing hereunder.
SECTION 3.03.
(a)
follows:

Amounts Payable.

The Borrower shall repay the Loan in installments payable to the Trustee as

(i)
the principal of the Loan shall be repaid annually on the Principal Payment
Dates, in accordance with the schedule set forth in Exhibit A-2 attached hereto and made
a part hereof, as the same may be amended or modified by any credits applicable to the
Borrower as set forth in the Bond Resolution;
(ii)
the Interest Portion described in clause (i) of the definition thereof shall be
paid semiannually on the Interest Payment Dates, in accordance with the schedule set
forth in Exhibit A-2 attached hereto and made a part hereof, as the same may be amended
or modified by any credits applicable to the Borrower as set forth in the Bond Resolution;
and
(iii) the Interest Portion described in clause (ii) of the definition thereof shall
be paid upon the date of optional redemption or acceleration, as the case may be, of the
Trust Bonds allocable to any prepaid or accelerated Trust Bond Loan Repayment.
The obligations of the Borrower under the Borrower Bond shall be deemed to be amounts
payable under this Section 3.03. Each Loan Repayment, whether satisfied through a direct
payment by the Borrower to the Trustee or (with respect to the Interest Portion) through the use
of Trust Bond proceeds and income thereon on deposit in the Interest Account (as defined in the
Bond Resolution) to pay interest on the Trust Bonds, shall be deemed to be a credit against the
corresponding obligation of the Borrower under this Section 3.03 and shall fulfill the Borrower’s
obligation to pay such amount hereunder and under the Borrower Bond. Each payment made to
the Trustee pursuant to this Section 3.03 shall be applied first to the Interest Portion then due and
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payable, second to the principal of the Loan then due and payable, third to the payment of the
Administrative Fee, and finally to the payment of any late charges hereunder.
(b)
The Interest on the Loan described in clause (iii) of the definition thereof shall (i)
consist of a late charge for any Trust Bond Loan Repayment that is received by the Trustee later
than the tenth (10th) day following its due date and (ii) be payable immediately thereafter in an
amount equal to the greater of twelve percent (12%) per annum or the Prime Rate plus one half
of one percent per annum on such late payment from its due date to the date it is actually paid;
provided, however, that the rate of Interest on the Loan, including, without limitation, any late
payment charges incurred hereunder, shall not exceed the maximum interest rate permitted by
law.
(c)
The Borrower shall receive, as a credit against its semiannual payment obligations
of the Interest Portion, the amounts certified by the Trust pursuant to Section 5.10 of the Bond
Resolution. Such amounts shall represent the Borrower’s allocable share of the interest earnings
on certain funds and accounts established under the Bond Resolution, calculated in accordance
with Section 5.10 of the Bond Resolution.
(d)
In accordance with the provisions of the Bond Resolution, the Borrower shall
receive, as a credit against its Trust Bond Loan Repayments, the amounts set forth in the
certificate of the Trust filed with the Trustee pursuant to Section 5.02(4) of the Bond Resolution.
(e)
The Interest on the Loan described in clause (ii) of the definition thereof shall be
paid by the Borrower in the amount of one-half of the Administrative Fee, if any, to the Trustee
semiannually on each February 1 and August 1, commencing August 1, 2013.
(f)
In the event that the Borrower fails or is unable to pay promptly to the Trust in
full any Loan Repayment or any other payment required under this Loan Agreement when due,
the Borrower hereby acknowledges that the Trust may exercise its right under and in accordance
with Section 12a of the Act to satisfy such deficiency from State-aid payable to the Borrower.
The amount of State-aid so paid to the Trust shall be deemed to be a credit against the
obligations of the Borrower under this Section 3.03, and any such payment made to the Trust
shall fulfill the Borrower's obligation to pay such amount under this Loan Agreement and the
Borrower Bond. Each such payment of State-aid so made to the Trust shall be applied first to the
Interest Portion then due and payable, second, to the extent available, to the principal of the Loan
then due and payable, third, to the extent available, to the Administrative Fee, fourth, to the
extent available, to the payment of any late charges incurred hereunder, and finally, to the extent
available, to any other payment required under this Loan Agreement.
(g)
Upon thirty (30) days prior written notice to the Borrower, an Authorized Officer
of the Trust may, in the sole discretion of such Authorized Officer, prescribe the particular
method by which payments pursuant to, and in satisfaction of, this Section 3.03 shall be made by
the Borrower. Such method as prescribed by an Authorized Officer of the Trust may include,
without limitation, the automatic debit by the Trust or the Trustee of the respective amounts of
such payments, as required by this Section 3.03, from an account that shall be identified by the
Borrower in writing and recorded on file with the Trust and the Trustee. In the absence of any
such written notice to the Borrower by an Authorized Officer of the Trust pursuant to this
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subsection (g), the Borrower shall implement the payments required pursuant to, and in
satisfaction of, this Section 3.03 either via electronic transfer of immediately available funds or
via check.
SECTION 3.03A.
Amounts on Deposit in Project Loan Account After
Completion of Project Draws.
(a)
If, on the date which is one hundred eighty (180) days following the final date for
which a disbursement of Loan proceeds is scheduled to be made pursuant to Exhibit C hereto,
any amounts remain on deposit in the Borrower’s Project Loan Account, the Borrower must
provide to the Trust and the Department a certificate of an Authorized Officer of the Borrower (i)
stating that the Borrower has not yet completed the Project, (ii) stating that the Borrower intends
to complete the Project, (iii) setting forth the amount of remaining Loan Proceeds required to
complete the Project, and (iv) providing a revised draw schedule, in a form similar to Exhibit C
hereto and approved by the Department.
(b)
If, on the date which is one hundred eighty (180) days following the final date for
which a disbursement of Loan proceeds is scheduled to be made pursuant to a revised draw
schedule certified to the Trust and the Department in accordance with Section 3.03A(a) hereof,
any amounts remain on deposit in the Borrower’s Project Loan Account, the Borrower must
provide to the Trust and the Department a certificate of an Authorized Officer of the Borrower (i)
stating that the Borrower has not yet completed the Project, (ii) stating that the Borrower intends
to complete the Project, (iii) setting forth the amount of remaining Loan Proceeds required to
complete the Project, and (iv) providing a revised draw schedule, in a form similar to Exhibit C
hereto and approved by the Department.
(c)
If the Borrower fails to provide the certificate described in paragraphs (a) or (b) of
this Section 3.03A, when due, or if such certificate, or a certificate provided pursuant to Section
2.02(e)(xvi) hereof, states that the Borrower does not require all or any portion of the amount on
deposit in the Project Loan Account to complete the Project, such amounts on deposit in the
Project Loan Account which are not certified by an Authorized Officer of the Borrower as being
required to complete the Project (“Excess Project Funds”) shall be applied as follows:
(i)
If the Excess Project Funds are less than or equal to the greater of (A)
$250,000 or (B) the amount of Loan Repayments due from the Borrower to the Trust in
the next succeeding calendar year, the Excess Project Funds shall be applied by the Trust
toward the Borrower’s obligation to make the Loan Repayments next coming due; or
(ii)
If the Excess Project Funds are greater than the greater of (A) $250,000 or
(B) the amount of Loan Repayments due from the Borrower to the Trust in the next
succeeding calendar year, the Excess Project Funds shall be applied by the Trust as a
prepayment of the Borrower’s Loan Repayments, and shall be applied to the principal
payments (including premium, if any) on the Loan in inverse order of their maturity.
SECTION 3.04.
Unconditional Obligations. The direct, general obligation of the
Borrower to make the Loan Repayments and all other payments required hereunder and the
obligation to perform and observe the other duties, covenants, obligations and agreements on its

-23-

part contained herein shall be absolute and unconditional, and shall not be abated, rebated, setoff, reduced, abrogated, terminated, waived, diminished, postponed or otherwise modified in any
manner or to any extent whatsoever while any Trust Bonds remain outstanding or any Loan
Repayments remain unpaid, for any reason, regardless of any contingency, act of God, event or
cause whatsoever, including (without limitation) any acts or circumstances that may constitute
failure of consideration, eviction or constructive eviction, the taking by eminent domain or
destruction of or damage to the Project or Environmental Infrastructure System, commercial
frustration of the purpose, any change in the laws of the United States of America or of the State
or any political subdivision of either or in the rules or regulations of any governmental authority,
any failure of the Trust or the Trustee to perform and observe any agreement, whether express or
implied, or any duty, liability or obligation arising out of or connected with the Project, this Loan
Agreement or the Bond Resolution, or any rights of set-off, recoupment, abatement or
counterclaim that the Borrower might otherwise have against the Trust, the Trustee or any other
party or parties; provided, however, that payments hereunder shall not constitute a waiver of any
such rights. The Borrower shall not be obligated to make any payments required to be made by
any other Borrowers under separate Loan Agreements or the Bond Resolution.
The Borrower acknowledges that payment of the Trust Bonds by the Trust, including
payment from moneys drawn by the Trustee from the Debt Service Reserve Fund (to the extent
the Trust establishes a Debt Service Reserve Fund pursuant to the Bond Resolution), does not
constitute payment of the amounts due under this Loan Agreement and the Borrower Bond. If at
any time the amount in the Debt Service Reserve Fund shall be less than the Debt Service
Reserve Requirement as the result of any transfer of moneys from the Debt Service Reserve
Fund to the Debt Service Fund (as all such terms are defined in the Bond Resolution) as the
result of a failure by the Borrower to make any Trust Bond Loan Repayments required
hereunder, the Borrower agrees to replenish (i) such moneys so transferred and (ii) any
deficiency arising from losses incurred in making such transfer as the result of the liquidation by
the Trust of Investment Securities (as defined in the Bond Resolution) acquired as an investment
of moneys in the Debt Service Reserve Fund, by making payments to the Trust in equal monthly
installments for the lesser of six (6) months or the remaining term of the Loan at an interest rate
to be determined by the Trust necessary to make up any loss caused by such deficiency.
The Borrower acknowledges that payment of the Trust Bonds from moneys that were
originally received by the Trustee pursuant to Section 5.04(1) of the Bond Resolution from
repayments by the Borrowers of loans made to the Borrowers by the State, acting by and through
the Department, pursuant to loan agreements dated as of May 1, 2013 by and between the
Borrowers and the State, acting by and through the Department, to finance or refinance a portion
of the Costs of the Environmental Infrastructure Facilities of the Borrowers, does not constitute
payment of the amounts due under this Loan Agreement and the Borrower Bond.
SECTION 3.05.
Loan Agreement to Survive Bond Resolution and Trust Bonds.
The Borrower acknowledges that its duties, covenants, obligations and agreements hereunder
shall survive the discharge of the Bond Resolution applicable to the Trust Bonds and shall
survive the payment of the principal and redemption premium, if any, of and the interest on the
Trust Bonds until the Borrower can take no action or fail to take any action that could adversely
affect the exclusion from gross income of the interest on the Trust Bonds for purposes of federal

-24-

income taxation, at which time such duties, covenants, obligations and agreements hereunder
shall, except for those set forth in Sections 3.06(a) and (b) hereof, terminate.
SECTION 3.06.

Disclaimer of Warranties and Indemnification.

(a)
The Borrower acknowledges and agrees that (i) neither the Trust nor the Trustee
makes any warranty or representation, either express or implied, as to the value, design,
condition, merchantability or fitness for particular purpose or fitness for any use of the
Environmental Infrastructure System or the Project or any portions thereof or any other warranty
or representation with respect thereto; (ii) in no event shall the Trust or the Trustee or their
respective agents be liable or responsible for any incidental, indirect, special or consequential
damages in connection with or arising out of this Loan Agreement or the Project or the existence,
furnishing, functioning or use of the Environmental Infrastructure System or the Project or any
item or products or services provided for in this Loan Agreement; and (iii) to the fullest extent
permitted by law, the Borrower shall indemnify and hold the Trust and the Trustee harmless
against, and the Borrower shall pay any and all, liability, loss, cost, damage, claim, judgment or
expense of any and all kinds or nature and however arising and imposed by law, which the Trust
and the Trustee may sustain, be subject to or be caused to incur by reason of any claim, suit or
action based upon personal injury, death or damage to property, whether real, personal or mixed,
or upon or arising out of contracts entered into by the Borrower, the Borrower’s ownership of the
Environmental Infrastructure System or the Project, or the acquisition, construction or
installation of the Project.
(b)
It is mutually agreed by the Borrower, the Trust and the Trustee that the Trust and
its officers, agents, servants or employees shall not be liable for, and shall be indemnified and
saved harmless by the Borrower in any event from, any action performed under this Loan
Agreement and any claim or suit of whatsoever nature, except in the event of loss or damage
resulting from their own negligence or willful misconduct. It is further agreed that the Trustee
and its directors, officers, agents, servants or employees shall not be liable for, and shall be
indemnified and saved harmless by the Borrower in any event from, any action performed
pursuant to this Loan Agreement, except in the event of loss or damage resulting from their own
negligence or willful misconduct.
(c)
The Borrower and the Trust agree that all claims shall be subject to and governed
by the provisions of the New Jersey Contractual Liability Act, N.J.S.A. 59:13-1 et seq. (except
for N.J.S.A. 59:13-9 thereof), although such Act by its express terms does not apply to claims
arising under contract with the Trust.
(d)
In connection with its obligation to provide the insurance required under Section
2.02(i) hereof: (i) the Borrower shall include, or cause to be included, the Trust and its directors,
employees and officers as additional “named insureds” on (A) any certificate of liability
insurance procured by the Borrower (or other similar document evidencing the liability insurance
coverage procured by the Borrower) and (B) any certificate of liability insurance procured by
any contractor or subcontractor for the Project, and from the later of the date of the Loan Closing
or the date of the initiation of construction of the Project until the date the Borrower receives the
written certificate of Project completion from the Trust, the Borrower shall maintain said liability
insurance covering the Trust and said directors, employees and officers in good standing; and (ii)
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the Borrower shall include the Trust as an additional “named insured” on any certificate of
insurance providing against risk of direct physical loss, damage or destruction of the
Environmental Infrastructure System, and during the Loan Term the Borrower shall maintain
said insurance covering the Trust in good standing.
The Borrower shall provide the Trust with a copy of each of any such original,
supplemental, amendatory or reissued certificates of insurance (or other similar documents
evidencing the insurance coverage) required pursuant to this Section 3.06(d).
SECTION 3.07.
Option to Prepay Loan Repayments. The Borrower may prepay
the Trust Bond Loan Repayments, in whole or in part (but if in part, in the amount of $100,000
or any integral multiple thereof), upon prior written notice to the Trust and the Trustee not less
than ninety (90) days in addition to the number of days’ advance notice to the Trustee required
for any optional redemption of the Trust Bonds, and upon payment by the Borrower to the
Trustee of amounts that, together with investment earnings thereon, will be sufficient to pay the
principal amount of the Trust Bond Loan Repayments to be prepaid plus the Interest Portion
described in clause (ii) of the definition thereof on any such date of redemption; provided,
however, that, with respect to any prepayment other than those required by Section 3.03A hereof,
any such full or partial prepayment may only be made (i) if the Borrower is not then in arrears on
its Fund Loan, (ii) if the Borrower is contemporaneously making a full or partial prepayment of
the Fund Loan such that, after the prepayment of the Loan and the Fund Loan, the Trust, in its
sole discretion, determines that the interests of the owners of the Trust Bonds are not adversely
affected by such prepayments, and (iii) upon the prior written approval of the Trust. In addition,
if at the time of such prepayment the Trust Bonds may only be redeemed at the option of the
Trust upon payment of a premium, the Borrower shall add to its prepayment of Trust Bond Loan
Repayments an amount, as determined by the Trust, equal to such premium allocable to the Trust
Bonds to be redeemed as a result of the Borrower’s prepayment. Prepayments shall be applied
first to the Interest Portion that accrues on the portion of the Loan to be prepaid until such
prepayment date as described in clause (ii) of the definition thereof and then to principal
payments (including premium, if any) on the Loan in inverse order of their maturity.
SECTION 3.08.

Priority of Loan and Fund Loan.

(a)
The Borrower hereby acknowledges that, to the extent allowed by law, any Loan
Repayments then due and payable on the Loan shall be satisfied by the Trustee before any loan
repayments on the Borrower’s Fund Loan shall be satisfied by the Trustee. The Borrower agrees
not to interfere with any such action by the Trustee.
(b)
The Borrower hereby acknowledges that in the event the Borrower fails or is
unable to pay promptly to the Trust in full any Trust Bond Loan Repayments under this Loan
Agreement when due, then any (i) Administrative Fee paid hereunder, (ii) late charges paid
hereunder, and (iii) loan repayments paid by the Borrower on its Fund Loan under the related
loan agreement therefor, any of which payments shall be received by the Trustee during the time
of any such Trust Bond Loan Repayment deficiency, shall be applied by the Trustee first to
satisfy such Trust Bond Loan Repayment deficiency as a credit against the obligations of the
Borrower to make payments of the Interest Portion under the Loan and the Borrower Bond,
second, to the extent available, to make Trust Bond Loan Repayments of principal hereunder and
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payments of principal under the Borrower Bond, third, to the extent available, to pay the
Administrative Fee, fourth, to the extent available, to pay any late charges hereunder, fifth, to the
extent available, to satisfy the repayment of the Borrower’s Fund Loan under its related loan
agreement therefor, and finally, to the extent available, to satisfy the repayment of the
administrative fee under any such related loan agreement.
(c)
The Borrower hereby further acknowledges that any loan repayments paid by the
Borrower on its Fund Loan under the related loan agreement therefor shall be applied according
to the provisions of the Master Program Trust Agreement.
SECTION 3.09.
Approval of the New Jersey State Treasurer. The Borrower and
the Trust hereby acknowledge that prior to or simultaneously with the Loan Closing the New
Jersey State Treasurer, in satisfaction of the requirements of Section 9a of the Act, issued the
“Certificate of the New Jersey State Treasurer Regarding the Approval of the Trust Loan and the
Fund Loan” (the “Treasurer’s Certificate”). Pursuant to the terms of the Treasurer’s Certificate,
the New Jersey State Treasurer approved the Loan and the terms and conditions thereof as
established by the provisions of this Loan Agreement.
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ARTICLE IV
ASSIGNMENT OF LOAN AGREEMENT AND BORROWER BOND
SECTION 4.01.

Assignment and Transfer by Trust.

(a)
The Borrower hereby expressly acknowledges that, other than the provisions of
Section 2.02(c)(ii) hereof, the Trust’s right, title and interest in, to and under this Loan
Agreement and the Borrower Bond have been assigned to the Trustee as security for the Trust
Bonds as provided in the Bond Resolution, and that if any Event of Default shall occur, the
Trustee or any Bond Insurer (as such term may be defined in the Bond Resolution), if applicable,
pursuant to the Bond Resolution, shall be entitled to act hereunder in the place and stead of the
Trust. The Borrower hereby acknowledges the requirements of the Bond Resolution applicable
to the Trust Bonds and consents to such assignment and appointment. This Loan Agreement and
the Borrower Bond, including, without limitation, the right to receive payments required to be
made by the Borrower hereunder and to compel or otherwise enforce observance and
performance by the Borrower of its other duties, covenants, obligations and agreements
hereunder, may be further transferred, assigned and reassigned in whole or in part to one or more
assignees or subassignees by the Trustee at any time subsequent to their execution without the
necessity of obtaining the consent of, but after giving prior written notice to, the Borrower.
The Trust shall retain the right to compel or otherwise enforce observance and
performance by the Borrower of its duties, covenants, obligations and agreements under Section
2.02(c)(ii) hereof; provided, however, that in no event shall the Trust have the right to accelerate
the Borrower Bond in connection with the enforcement of Section 2.02(c)(ii) hereof.
(b)
The Borrower hereby approves and consents to any assignment or transfer of this
Loan Agreement and the Borrower Bond that the Trust deems to be necessary in connection with
any refunding of the Trust Bonds or the issuance of additional bonds under the Bond Resolution
or otherwise, all in connection with the pooled loan program of the Trust.
SECTION 4.02.
Assignment by Borrower. Neither this Loan Agreement nor the
Borrower Bond may be assigned by the Borrower for any reason, unless the following conditions
shall be satisfied: (i) the Trust and the Trustee shall have approved said assignment in writing;
(ii) the assignee shall have expressly assumed in writing the full and faithful observance and
performance of the Borrower’s duties, covenants, obligations and agreements under this Loan
Agreement and, to the extent permitted under applicable law, the Borrower Bond; (iii)
immediately after such assignment, the assignee shall not be in default in the observance or
performance of any duties, covenants, obligations or agreements of the Borrower under this Loan
Agreement or the Borrower Bond; and (iv) the Trust shall have received an opinion of Bond
Counsel to the effect that such assignment will not adversely affect the security of the holders of
the Trust Bonds or the exclusion of the interest on the Trust Bonds from gross income for
purposes of federal income taxation under Section 103(a) of the Code.
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ARTICLE V
EVENTS OF DEFAULT AND REMEDIES
SECTION 5.01.
Events of Default. If any of the following events occur, it is
hereby defined as and declared to be and to constitute an “Event of Default”:
(a)
failure by the Borrower to pay, or cause to be paid, any Trust Bond Loan
Repayment required to be paid hereunder when due, which failure shall continue for a period of
fifteen (15) days;
(b)
failure by the Borrower to pay, or cause to be paid, the Administrative Fee or any
late charges incurred hereunder or any portion thereof when due or to observe and perform any
duty, covenant, obligation or agreement on its part to be observed or performed under this Loan
Agreement, other than as referred to in subsection (a) of this Section 5.01 or other than the
obligations of the Borrower contained in Section 2.02(c)(ii) hereof and in Exhibit F hereto,
which failure shall continue for a period of thirty (30) days after written notice, specifying such
failure and requesting that it be remedied, is given to the Borrower by the Trustee, unless the
Trustee shall agree in writing to an extension of such time prior to its expiration; provided,
however, that if the failure stated in such notice is correctable but cannot be corrected within the
applicable period, the Trustee may not unreasonably withhold its consent to an extension of such
time up to 120 days from the delivery of the written notice referred to above if corrective action
is instituted by the Borrower within the applicable period and diligently pursued until the Event
of Default is corrected;
(c)
any representation made by or on behalf of the Borrower contained in this Loan
Agreement, or in any instrument furnished in compliance with or with reference to this Loan
Agreement or the Loan, is false or misleading in any material respect;
(d)
a petition is filed by or against the Borrower under any federal or state bankruptcy
or insolvency law or other similar law in effect on the date of this Loan Agreement or thereafter
enacted, and/or any proceeding with respect to such petition and/or pursuant to any such law
shall occur or be pending (including, without limitation, the operation and administration of the
Borrower pursuant to any plan of reorganization approved and implemented under any such
law), unless in the case of any such petition filed against the Borrower or any such proceeding
such petition and such proceeding shall be dismissed within thirty (30) days after such filing and
such dismissal shall be final and not subject to appeal or the further jurisdiction of any court; or
the Borrower shall become insolvent or bankrupt or shall make an assignment for the benefit of
its creditors; or a custodian (including, without limitation, a receiver, liquidator or trustee, but not
including a takeover by the Division of Local Government Services in the New Jersey
Department of Community Affairs) of the Borrower or any of its property shall be appointed by
court order or take possession of the Borrower or its property or assets if such order remains in
effect or such possession continues for more than thirty (30) days;
(e)

the Borrower shall generally fail to pay its debts as such debts become due; and
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(f)
failure of the Borrower to observe or perform such additional duties, covenants,
obligations, agreements or conditions as are required by the Trust and specified in Exhibit F
attached hereto and made a part hereof.
SECTION 5.02.
Notice of Default. The Borrower shall give the Trustee and the
Trust prompt telephonic notice of the occurrence of any Event of Default referred to in Section
5.01(d) or (e) hereof and of the occurrence of any other event or condition that constitutes an
Event of Default at such time as any senior administrative or financial officer of the Borrower
becomes aware of the existence thereof.
SECTION 5.03.
Remedies on Default. Whenever an Event of Default referred to
in Section 5.01 hereof shall have occurred and be continuing, the Borrower acknowledges the
rights of the Trustee and of any Bond Insurer to direct any and all remedies in accordance with
the terms of the Bond Resolution, and the Borrower also acknowledges that the Trust shall have
the right to take, or to direct the Trustee to take, any action permitted or required pursuant to the
Bond Resolution and to take whatever other action at law or in equity may appear necessary or
desirable to collect the amounts then due and thereafter to become due hereunder or to enforce
the observance and performance of any duty, covenant, obligation or agreement of the Borrower
hereunder.
In addition, if an Event of Default referred to in Section 5.01(a) hereof shall have
occurred and be continuing, the Trust shall, to the extent allowed by applicable law and to the
extent and in the manner set forth in the Bond Resolution, have the right to declare, or to direct
the Trustee to declare, all Loan Repayments and all other amounts due hereunder (including,
without limitation, payments under the Borrower Bond) together with the prepayment premium,
if any, calculated pursuant to Section 3.07 hereof to be immediately due and payable, and upon
notice to the Borrower the same shall become due and payable without further notice or demand.
SECTION 5.04.
Attorneys’ Fees and Other Expenses. The Borrower shall on
demand pay to the Trust or the Trustee the reasonable fees and expenses of attorneys and other
reasonable expenses (including, without limitation, the reasonably allocated costs of in-house
counsel and legal staff) incurred by either of them in the collection of Trust Bond Loan
Repayments or any other sum due hereunder or in the enforcement of the observation or
performance of any other duties, covenants, obligations or agreements of the Borrower upon an
Event of Default.
SECTION 5.05.
Application of Moneys. Any moneys collected by the Trust or the
Trustee pursuant to Section 5.03 hereof shall be applied (a) first to pay any attorneys’ fees or
other fees and expenses owed by the Borrower pursuant to Section 5.04 hereof, (b) second, to the
extent available, to pay the Interest Portion then due and payable, (c) third, to the extent
available, to pay the principal due and payable on the Loan, (d) fourth, to the extent available, to
pay the Administrative Fee, any late charges incurred hereunder or any other amounts due and
payable under this Loan Agreement, and (e) fifth, to the extent available, to pay the Interest
Portion and the principal on the Loan and other amounts payable hereunder as such amounts
become due and payable.
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SECTION 5.06.
No Remedy Exclusive; Waiver; Notice. No remedy herein
conferred upon or reserved to the Trust or the Trustee is intended to be exclusive, and every such
remedy shall be cumulative and shall be in addition to every other remedy given under this Loan
Agreement or now or hereafter existing at law or in equity. No delay or omission to exercise any
right, remedy or power accruing upon any Event of Default shall impair any such right, remedy
or power or shall be construed to be a waiver thereof, but any such right, remedy or power may
be exercised from time to time and as often as may be deemed expedient. In order to entitle the
Trust or the Trustee to exercise any remedy reserved to it in this Article V, it shall not be
necessary to give any notice other than such notice as may be required in this Article V.
SECTION 5.07.
Retention of Trust’s Rights. Notwithstanding any assignment or
transfer of this Loan Agreement pursuant to the provisions hereof or of the Bond Resolution, or
anything else to the contrary contained herein, the Trust shall have the right upon the occurrence
of an Event of Default to take any action, including (without limitation) bringing an action
against the Borrower at law or in equity, as the Trust may, in its discretion, deem necessary to
enforce the obligations of the Borrower to the Trust pursuant to Section 5.03 hereof.
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ARTICLE VI
MISCELLANEOUS
SECTION 6.01.
Notices.
All notices, certificates or other communications
hereunder shall be sufficiently given and shall be deemed given when hand delivered or mailed
by registered or certified mail, postage prepaid, to the Borrower at the address specified in
Exhibit A-1 attached hereto and made a part hereof and to the Trust and the Trustee at the
following addresses:
(a)

Trust:
New Jersey Environmental Infrastructure Trust
3131 Princeton Pike
Building 6, Suite 201
Lawrenceville, New Jersey 08648
Attention: Executive Director

(b)

Trustee:
U.S. Bank National Association
21 South Street, 3rd Floor
Morristown, New Jersey 07960
Attention: Corporate Trust Department

Any of the foregoing parties may designate any further or different addresses to which
subsequent notices, certificates or other communications shall be sent by notice in writing given
to the others.
SECTION 6.02.
Binding Effect. This Loan Agreement shall inure to the benefit of
and shall be binding upon the Trust and the Borrower and their respective successors and
assigns.
SECTION 6.03.
Severability. In the event any provision of this Loan Agreement
shall be held illegal, invalid or unenforceable by any court of competent jurisdiction, such
holding shall not invalidate, render unenforceable or otherwise affect any other provision hereof.
SECTION 6.04.
Amendments, Supplements and Modifications. Except as
otherwise provided in this Section 6.04, this Loan Agreement may not be amended,
supplemented or modified without the prior written consent of the Trust and the Borrower and
without the satisfaction of all conditions set forth in Section 11.12 of the Bond Resolution.
Notwithstanding the conditions set forth in Section 11.12 of the Bond Resolution, (i) Section
2.02(p) hereof may be amended, supplemented or modified upon the written consent of the Trust
and the Borrower and without the consent of the Trustee, any Bond Insurer or any holders of the
Trust Bonds, and (ii) Exhibit H hereto may be amended, supplemented or modified prior to the
execution and delivery thereof as the Trust, in its sole discretion, shall determine to be necessary,
desirable or convenient for the purpose of satisfying Rule 15c2-12 and the purpose and intent
thereof as Rule 15c2-12, its purpose and intent may hereafter be interpreted from time to time by
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the SEC or any court of competent jurisdiction, and such amendment, supplement or
modification shall not require the consent of the Borrower, the Trustee, any Bond Insurer or any
holders of the Trust Bonds.
SECTION 6.05.
Execution in Counterparts. This Loan Agreement may be
executed in several counterparts, each of which shall be an original and all of which shall
constitute but one and the same instrument.
SECTION 6.06.
Applicable Law and Regulations. This Loan Agreement shall be
governed by and construed in accordance with the laws of the State, including the Act and the
Regulations, which Regulations are, by this reference thereto, incorporated herein as part of this
Loan Agreement.
SECTION 6.07.
Consents and Approvals. Whenever the written consent or
approval of the Trust shall be required under the provisions of this Loan Agreement, such
consent or approval may only be given by the Trust unless otherwise provided by law or by
rules, regulations or resolutions of the Trust or unless expressly delegated to the Trustee and
except as otherwise provided in Section 6.09 hereof.
SECTION 6.08.
Captions. The captions or headings in this Loan Agreement are
for convenience only and shall not in any way define, limit or describe the scope or intent of any
provisions or sections of this Loan Agreement.
SECTION 6.09.
Benefit of Loan Agreement; Compliance with Bond Resolution.
This Loan Agreement is executed, among other reasons, to induce the purchase of the Trust
Bonds. Accordingly, all duties, covenants, obligations and agreements of the Borrower herein
contained are hereby declared to be for the benefit of and are enforceable by the Trust, the
holders of the Trust Bonds and the Trustee. The Borrower covenants and agrees to observe and
comply with, and to enable the Trust to observe and comply with, all duties, covenants,
obligations and agreements contained in the Bond Resolution.
SECTION 6.10.
Further Assurances. The Borrower shall, at the request of the
Trust, authorize, execute, attest, acknowledge and deliver such further resolutions, conveyances,
transfers, assurances, financing statements and other instruments as may be necessary or
desirable for better assuring, conveying, granting, assigning and confirming the rights, security
interests and agreements granted or intended to be granted by this Loan Agreement and the
Borrower Bond.
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IN WITNESS WHEREOF, the Trust and the Borrower have caused this Loan
Agreement to be executed, sealed and delivered as of the date first above written.
NEW JERSEY ENVIRONMENTAL
INFRASTRUCTURE TRUST

[SEAL]

By:
Warren H. Victor
Chairman

ATTEST:

David E. Zimmer
Assistant Secretary

[NAME OF BORROWER]
[SEAL]
By:
ATTEST:

Authorized Officer

Authorized Officer

[signature page]

SCHEDULE A
Certain Additional Loan Agreement Provisions

S-1

EXHIBIT A-1
Description of Project and Environmental Infrastructure System

A-1

EXHIBIT A-2
Description of Loan
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[ASSESSMENT] [SELF-LIQUIDATING] [QUALIFIED] BORROWER BOND
FOR VALUE RECEIVED, the [NAME OF BORROWER], a [municipal corporation]
[political subdivision] duly created and validly existing under the Constitution and laws of the
State (the “Borrower”), hereby promises to pay to the order of the New Jersey Environmental
Infrastructure Trust (the “Trust”) (i) the principal amount of __________________________
Dollars ($__________), or such lesser amount as shall be determined in accordance with Section
3.01 of the Loan Agreement (as hereinafter defined), at the times and in the amounts determined
as provided in the Loan Agreement, together with (ii) Interest on the Loan constituting the
Interest Portion, the Administrative Fee and any late charges incurred under the Loan Agreement
(as such terms are defined in the Loan Agreement) in the amount calculated as provided in the
Loan Agreement, payable on the days and in the amounts and as provided in the Loan
Agreement, which principal amount and Interest Portion of the Interest on the Loan shall, unless
otherwise provided in the Loan Agreement, be payable on the days and in the amounts as also set
forth in Exhibit A attached hereto under the column headings respectively entitled “Principal”
and “Interest”, plus (iii) any other amounts due and owing under the Loan Agreement at the
times and in the amounts as provided therein. The Borrower irrevocably pledges its full faith
and credit and covenants to exercise its unlimited taxing powers for the punctual payment of the
principal of and the Interest on this Borrower Bond (as defined in the Loan Agreement) and for
the punctual payment of all other amounts due under this Borrower Bond and the Loan
Agreement according to their respective terms.
This Borrower Bond is issued pursuant to the “Local Bond Law”, P.L. 1960, c. 169, as
amended (N.J.S.A. 40A:2-1 et seq.), [ the “Municipal Qualified Bond Act”, P.L. 1976, c. 38, as
amended (N.J.S.A. 40A:3-1 et seq.)] other applicable law and the Loan Agreement dated as of
May 1, 2013 by and between the Trust and the Borrower (the “Loan Agreement”). This
Borrower Bond is issued in consideration of the loan made under the Loan Agreement (the
“Loan”) to evidence the payment obligations of the Borrower set forth therein. [As a qualified
bond issued under Title 40A of the New Jersey Statutes, this Borrower Bond is entitled to the
benefits of the provisions of the Municipal Qualified Bond Act, codified at N.J.S.A. 40A:3-1 et
seq.] This Borrower Bond has been assigned to U.S. Bank National Association, as trustee (the
“Trustee”) under the “Environmental Infrastructure Bond Resolution, Series 2013[ ]”, adopted
by the Trust on March __, 2013, as the same may be amended and supplemented in accordance
with the terms thereof (the “Bond Resolution”), and payments hereunder shall, except as
otherwise provided in the Loan Agreement, be made directly to the Trustee for the account of the
Trust pursuant to such assignment. Such assignment has been made as security for the payment
of the Trust Bonds (as defined in the Loan Agreement) issued to finance or refinance the Loan
and as otherwise described in the Loan Agreement. This Borrower Bond is subject to further
assignment or endorsement in accordance with the terms of the Bond Resolution and the Loan
Agreement. All of the terms, conditions and provisions of the Loan Agreement are, by this
reference thereto, incorporated herein as part of this Borrower Bond.
Pursuant to the Loan Agreement, disbursements shall be made by the Trustee to the
Borrower, in accordance with written instructions of the Trust, upon receipt by the Trust and the
Trustee of requisitions from the Borrower executed and delivered in accordance with the
requirements set forth in Section 3.02 of the Loan Agreement.

This Borrower Bond is entitled to the benefits and is subject to the conditions of the Loan
Agreement. The obligations of the Borrower to make the payments required hereunder shall be
absolute and unconditional, without any defense or right of set-off, counterclaim or recoupment
by reason of any default by the Trust under the Loan Agreement or under any other agreement
between the Borrower and the Trust or out of any indebtedness or liability at any time owing to
the Borrower by the Trust or for any other reason.
This Borrower Bond is subject to optional prepayment under the terms and conditions,
and in the amounts, provided in Section 3.07 of the Loan Agreement. To the extent allowed by
applicable law, this Borrower Bond may be subject to acceleration under the terms and
conditions, and in the amounts, provided in Section 5.03 of the Loan Agreement.
IN WITNESS WHEREOF, the Borrower has caused this Borrower Bond to be duly
executed, sealed and delivered as of May __, 2013.
[NAME OF BORROWER]
[SEAL]
ATTEST:

By:________________________________
Mayor

____________________________
Clerk

By:________________________________
[Treasurer] [Chief Financial Officer]

New Jersey Environmental Infrastructure Trust hereby assigns the foregoing Borrower
Bond to U.S. Bank National Association, as the Trust’s Trustee under the “Environmental
Infrastructure Bond Resolution, Series 2013[ ]”, adopted on March __, 2013, as amended and
supplemented, all as of the date of this Borrower Bond, as security for the Trust Bonds issued or
to be issued under the Bond Resolution to finance or refinance the Project Fund (as defined in
the Bond Resolution).
NEW JERSEY ENVIRONMENTAL
INFRASTRUCTURE TRUST
[SEAL]
ATTEST:

____________________________
David E. Zimmer
Assistant Secretary

By:________________________
Warren H. Victor
Chairman

EXHIBIT E
Opinions of Borrower’s Bond Counsel and General Counsel
See Closing Item ___
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[LETTERHEAD OF COUNSEL TO BORROWER]
May __, 2013
New Jersey Environmental Infrastructure Trust
3131 Princeton Pike
Building 6, Suite 201
Lawrenceville, New Jersey 08648
U.S. Bank National Association
21 South Street, 3rd Floor
Morristown, New Jersey 07960
Attention: Corporate Trust Department
Ladies and Gentlemen:
We have acted as counsel to the [Name of Borrower], a [municipal corporation] [political
subdivision] of the State (the “Borrower”), which has entered into a Loan Agreement (as
hereinafter defined) with the New Jersey Environmental Infrastructure Trust (the “Trust”), and
have acted as such in connection with the authorization, execution, attestation and delivery by
the Borrower of its Loan Agreement and Borrower Bond (as hereinafter defined). All capitalized
terms used but not defined herein shall have the meanings ascribed to such terms in the Loan
Agreement.
In so acting, we have examined the Constitution and laws of the State of New Jersey,
including, without limitation, the “Local Bond Law”, P.L. 1960, c. 169, as amended (N.J.S.A.
40A:2-1 et seq.)[, the “Municipal Qualified Bond Act”, P.L. 1976, c. 38, as amended (N.J.S.A.
40A:3-1 et seq.),] and the various ordinances and resolutions of the Borrower identified herein.
We have also examined originals, or copies certified or otherwise identified to our satisfaction,
of the following:
(a)
the Trust's “Environmental Infrastructure Bond Resolution, Series 2013[ ]”,
adopted by the Board of Directors of the Trust on March __, 2013;
(b)
the Loan Agreement dated as of May 1, 2013 (the “Loan Agreement”) by and
between the Trust and the Borrower;
(c)
the proceedings of the governing body of the Borrower relating to the approval of
the Loan Agreement and the execution, attestation and delivery thereof on behalf of the
Borrower and the authorization of the undertaking and completion of the Project;
(d)
the Borrower Bond dated May __, 2013 (the “Borrower Bond”) issued by the
Borrower to the Trust to evidence the Loan; and
(e)
the proceedings (together with the proceedings referred to in clause (c) above and
Section 5 below, the “Proceedings”) of the governing body of the Borrower, including, without
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respectively,] and [respectively] entitled “[TITLE OF ORDINANCE]” [and “[TITLE OF
ORDINANCE]”], and [a] resolution[s] of the Borrower adopted pursuant to the provisions of
N.J.S.A. [40A:2-26 (f) and] 40A:2-27 on […..] [and [….], respectively,] and [respectively]
entitled “[TITLE OF RESOLUTION]” [and “[TITLE OF RESOLUTION]”] (collectively, the
“Borrower Bond Proceedings”), all relating to the authorization of the Borrower Bond and the
sale, execution, attestation and delivery thereof to the Trust (the Loan Agreement and the
Borrower Bond are referred to herein collectively as the “Loan Documents”).
We have also examined and relied upon originals, or copies certified or otherwise
authenticated to our satisfaction, of such other records, documents, certificates and other
instruments, and have made such investigation of law as in our judgment we have deemed
necessary or appropriate, to enable us to render the opinions expressed below.
We are of the opinion that:
1.
The Borrower is a [municipal corporation] [political subdivision] duly created and
validly existing under and pursuant to the Constitution and statutes of the State of New Jersey,
with the legal right to carry on the business of its Environmental Infrastructure System as
currently being conducted and as proposed to be conducted.
2.
The Borrower has full legal right and authority to execute, attest and deliver the
Loan Documents, to sell the Borrower Bond to the Trust, to observe and perform its duties,
covenants, obligations and agreements under the Loan Documents and to undertake and
complete the Project.
3.
The acting officials of the Borrower who are contemporaneously herewith
performing or have previously performed any action contemplated in the Loan Agreement are,
and at the time any such action was performed were, the duly appointed or elected officials of the
Borrower empowered by applicable New Jersey law and authorized by ordinance or resolution of
the Borrower to perform such actions.
4.
The Borrower has unconditionally and irrevocably pledged its full faith and credit
and covenanted to exercise its unlimited taxing powers for the punctual payment of the principal
and redemption premium, if any, of the Borrower Bond, Interest on the Borrower Bond and all
other amounts due under the Borrower Bond, which Borrower Bond secures the Loan
Repayments and all other amounts due under the Loan Documents according to their respective
terms. [The Borrower Bond is entitled to the benefits of the Municipal Qualified Bond Act.]
5.
The proceedings of the Borrower's governing body (i) approving the Loan
Documents, (ii) authorizing their execution, attestation and delivery on behalf of the Borrower,
(iii) with respect to the Borrower Bond only, authorizing its sale by the Borrower to the Trust,
(iv) authorizing the Borrower to consummate the transactions contemplated by the Loan
Documents, (v) authorizing the Borrower to undertake and complete the Project, and (vi)
authorizing the execution and delivery of all other certificates, agreements, documents and
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have each been duly and lawfully adopted and authorized in accordance with applicable law and
applicable ordinances or resolutions of the Borrower, including, without limitation and where
applicable, the Local Bond Law [and the Municipal Qualified Bond Act], the Borrower Bond
Proceedings and the other Proceedings, which Proceedings constitute all of the actions necessary
to be taken by the Borrower to authorize its actions contemplated by clauses (i) through (vi)
above and which Proceedings were duly approved and published, where necessary, in
accordance with applicable New Jersey law at a meeting or meetings duly called pursuant to
necessary public notice and held in accordance with applicable New Jersey law and at which
quorums were present and acting throughout.
6.
The Loan Documents have been duly authorized, executed, attested and delivered
by the Authorized Officers of the Borrower and the Borrower Bond has been duly sold by the
Borrower to the Trust; and assuming in the case of the Loan Agreement that the Trust has the
requisite power and authority to authorize, execute, attest and deliver, and has duly authorized,
executed, attested and delivered, the Loan Agreement, the Loan Documents constitute the legal,
valid and binding obligations of the Borrower, enforceable against the Borrower in accordance
with their respective terms, subject, however, to the effect of, and to restrictions and limitations
imposed by or resulting from, bankruptcy, insolvency, moratorium, reorganization or other
similar laws affecting creditors' rights generally. No opinion is rendered as to the availability of
any particular remedy.
7.
The authorization, execution, attestation and delivery of the Loan Documents by
the Borrower and the sale of the Borrower Bond to the Trust, the observation and performance
by the Borrower of its duties, covenants, obligations and agreements thereunder, the
consummation of the transactions contemplated therein, and the undertaking and completion of
the Project do not and will not (i) result in any breach of any of the terms, conditions or
provisions of, or (ii) constitute a default under, any existing ordinance or resolution, outstanding
debt or lease obligation, trust agreement, indenture, mortgage, deed of trust, loan agreement or
other instrument to which the Borrower is a party or by which the Borrower, its Environmental
Infrastructure System or any of its properties or assets may be bound, nor will such action result
in any violation of the provisions of the charter or other document pursuant to which the
Borrower was established or any laws, ordinances, injunctions, judgments, decrees, rules,
regulations or existing orders of any court or governmental or administrative agency, authority or
person to which the Borrower, its Environmental Infrastructure System or its properties or
operations is subject.
8.
All approvals, consents or authorizations of, or registrations of or filings with, any
governmental or public agency, authority or person required to date on the part of the Borrower
in connection with the authorization, execution, attestation, delivery and performance of the
Loan Documents, the sale of the Borrower Bond and the undertaking and completion of the
Project have been obtained or made.
9.
There is no litigation or other proceeding pending or, to our knowledge, after due
inquiry, threatened in any court or other tribunal of competent jurisdiction (either state or
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the validity, legality or enforceability of the Loan or the Loan Documents, (iii) questioning the
undertaking or completion of the Project, (iv) otherwise challenging the Borrower's ability to
consummate the transactions contemplated by the Loan or the Loan Documents, or (v) that, if
adversely decided, would have a materially adverse impact on the financial condition of the
Borrower.
10.
The Borrower has no bonds, notes or other debt obligations outstanding that are
superior or senior to the Borrower Bond as to lien on, and source and security for payment
thereof from, the general tax revenues of the Borrower.
11.
To the best of our knowledge, upon due inquiry, (i) all representations made by
the Borrower contained within subsections (e) and (g) of Section 2.02 and, if applicable, Exhibit
F of the Loan Agreement are true, accurate and complete, and (ii) all expectations contained
therein are reasonable, and we know of no reason why the Borrower would be unable to comply
on a continuing basis with the covenants contained within subsections (e) and (g) of Section 2.02
and, if applicable, Exhibit F of the Loan Agreement.
12.
Assuming that (i) the Borrower complies on a continuing basis with the covenants
contained in subsections (e) and (g) of Section 2.02 and, if applicable, Exhibit F of the Loan
Agreement, (ii) interest on the Trust Bonds is otherwise excluded from gross income of the
holders thereof for federal income tax purposes under the Internal Revenue Code of 1986, as
amended, and (iii) the proceeds of the Trust Bonds loaned to the Borrower represent all of the
proceeds of the Trust Bonds, the application of the proceeds of the Loan for their intended
purposes will not adversely affect the exclusion from gross income for federal income tax
purposes of the interest on the Trust Bonds and no portion of the Trust Bonds will be used in a
private use, within the meaning of Section 141 of the Code.
We hereby authorize McCarter & English, LLP, acting as bond counsel to the Trust, and
the Attorney General of the State of New Jersey, acting as general counsel to the Trust, to rely on
this opinion as if we had addressed this opinion to them in addition to you.
Very truly yours,
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NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST LOAN AGREEMENT
THIS LOAN AGREEMENT, made and entered into as of May 1, 2013, by and between
the NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST, a public body corporate
and politic with corporate succession, and the Borrower (capitalized terms used in this Loan
Agreement shall have, unless the context otherwise requires, the meanings ascribed thereto in
Section 1.01 hereof);
WITNESSETH THAT:
WHEREAS, the Trust, in accordance with the Act, the Bond Resolution and a financial
plan approved by the State Legislature in accordance with Sections 22 and 22.1 of the Act, will
issue its Trust Bonds on or prior to the Loan Closing for the purpose of making the Loan to the
Borrower and the Loans to the Borrowers from the proceeds of the Trust Bonds to finance a
portion of the Costs of Environmental Infrastructure Facilities;
WHEREAS, the Borrower has, in accordance with the Act and the Regulations, made
timely application to the Trust for a Loan to finance a portion of the Costs of the Project;
WHEREAS, the State Legislature, in accordance with Sections 20 and 20.1 of the Act,
has in the form of an appropriations act approved a project priority list that includes the Project
and that authorizes an expenditure of proceeds of the Trust Bonds to finance a portion of the
Costs of the Project;
WHEREAS, the Trust has approved the Borrower’s application for a Loan from
available proceeds of the Trust Bonds to finance a portion of the Costs of the Project;
WHEREAS, in accordance with the applicable Bond Act (as defined in the Fund Loan
Agreement), and the Regulations, the Borrower has been awarded a Fund Loan for a portion of
the Costs of the Project; and
WHEREAS, the Borrower, in accordance with the Act, the Regulations, the Business
Corporation Law and all other applicable law, will issue a Borrower Bond to the Trust
evidencing said Loan at the Loan Closing.
NOW, THEREFORE, for and in consideration of the award of the Loan by the Trust,
the Borrower agrees to complete the Project and to perform under this Loan Agreement in
accordance with the conditions, covenants and procedures set forth herein and attached hereto as
part hereof, as follows:

ARTICLE I
DEFINITIONS
SECTION 1.01.

Definitions.

(a)
The following terms as used in this Loan Agreement shall, unless the context
clearly requires otherwise, have the following meanings:
“Act” means the “New Jersey Environmental Infrastructure Trust Act”, constituting
Chapter 334 of the Pamphlet Laws of 1985 of the State (codified at N.J.S.A. 58:11B-1 et seq.),
as the same may from time to time be amended and supplemented.
“Administrative Fee” means that portion of Interest on the Loan or Interest on the
Borrower Bond payable hereunder as an annual fee of up to four-tenths of one percent (.40%) of
the initial principal amount of the Loan or such lesser amount, if any, as may be authorized by
any act of the State Legislature and as the Trust may approve from time to time.
“Authorized Officer” means, in the case of the Borrower, any person or persons
authorized pursuant to a resolution of the board of directorsof the Borrower to perform any act or
execute any document relating to the Loan, the Borrower Bond or this Loan Agreement.
“Bond Counsel” means a law firm appointed or approved by the Trust, as the case may
be, having a reputation in the field of municipal law whose opinions are generally acceptable by
purchasers of municipal bonds.
"Borrower" means the corporation that is a party to and is described in Schedule A to
this Loan Agreement, and its successors and assigns
“Borrower Bond” means the general obligation bond, note, debenture or other evidence
of indebtedness, authorized, executed, attested and delivered by the Borrower to the Trust and, if
applicable, authenticated on behalf of the Borrower to evidence the Loan, a specimen of which is
attached hereto as Exhibit D and made a part hereof.
“Borrowers” means any other Local Government Unit or Private Entity (as such terms
are defined in the Regulations) authorized to construct, operate and maintain Environmental
Infrastructure Facilities that have entered into Loan Agreements with the Trust pursuant to which
the Trust will make Loans to such recipients from moneys on deposit in the Project Fund,
excluding the Project Loan Account.
“Business Corporation Law” means the “New Jersey Business Corporation Act”,
constituting Chapter 263 of the Pamphlet Laws of 1968 of the State (codified at N.J.S.A. 14A:11, et seq.), as the same may from time to time be amended and supplemented.
“Code” means the Internal Revenue Code of 1986, as the same may from time to time be
amended and supplemented, including any regulations promulgated thereunder, any successor
code thereto and any administrative or judicial interpretations thereof.
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“Costs” means those costs that are eligible, reasonable, necessary, allocable to the
Project and permitted by generally accepted accounting principles, including Allowances and
Building Costs (as defined in the Regulations), as shall be determined on a project-specific basis
in accordance with the Regulations as set forth in Exhibit B hereto, as the same may be amended
by subsequent eligible costs as evidenced by a certificate of an authorized officer of the Trust.
“Debt Service Reserve Fund” means the Debt Service Reserve Fund, if any, as defined
in the Bond Resolution.
“Department” means the New Jersey Department of Environmental Protection
“Environmental Infrastructure Facilities” means Water Supply Facilities (as such
terms are defined in the Regulations).
“Environmental Infrastructure System” means the Environmental Infrastructure
Facilities of the Borrower, including the Project, described in Exhibit A-1 attached hereto and
made a part hereof for which the Borrower is borrowing the Loan under this Loan Agreement.
“Event of Default” means any occurrence or event specified in Section 5.01 hereof.
“Excess Project Funds” shall have the meaning set forth in Section 3.03A hereof.
“Fund Loan” means the loan made to the Borrower by the State, acting by and through
the Department, pursuant to the Fund Loan Agreement dated as of May 1, 2013 by and between
the Borrower and the State, acting by and through the Department, to finance or refinance a
portion of the Costs of the Project.
“Fund Loan Agreement” means the loan agreement dated as of May 1, 2013 by and
between the Borrower and the State, acting by and through the Department, regarding the terms
and conditions of the Fund Loan.
“Interest on the Loan” or “Interest on the Borrower Bond” means the sum of (i) the
Interest Portion, (ii) the Administrative Fee, and (iii) any late charges incurred hereunder.
“Interest Portion” means that portion of Interest on the Loan or Interest on the Borrower
Bond payable hereunder that is necessary to pay the Borrower’s proportionate share of interest
on the Trust Bonds (i) as set forth in Exhibit A-2 hereof under the column heading entitled
“Interest”, or (ii) with respect to any prepayment of Trust Bond Loan Repayments in accordance
with Section 3.07 or 5.03 hereof, to accrue on any principal amount of Trust Bond Loan
Repayments to the date of the optional redemption or acceleration, as the case may be, of the
Trust Bonds allocable to such prepaid or accelerated Trust Bond Loan Repayment.
“Loan” means the loan made by the Trust to the Borrower to finance or refinance a
portion of the Costs of the Project pursuant to this Loan Agreement, as further described in
Schedule A attached hereto.
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“Loan Agreement” means this Loan Agreement, including Schedule A and the Exhibits
attached hereto, as it may be supplemented, modified or amended from time to time in
accordance with the terms hereof and of the Bond Resolution.
“Loan Agreements” means any other loan agreements entered into by and between the
Trust and one or more of the Borrowers pursuant to which the Trust will make Loans to such
Borrowers from moneys on deposit in the Project Fund, excluding the Project Loan Account,
financed with the proceeds of the Trust Bonds.
“Loan Closing” means the date upon which the Trust shall issue and deliver the Trust
Bonds and the Borrower shall deliver its Borrower Bond, as previously authorized, executed,
attested and, if applicable, authenticated, to the Trust.
“Loan Repayments” means the sum of (i) Trust Bond Loan Repayments, (ii) the
Administrative Fee, and (iii) any late charges incurred hereunder.
“Loan Term” means the term of this Loan Agreement provided in Sections 3.01 and
3.03 hereof and in Exhibit A-2 attached hereto and made a part hereof.
“Loans” means the loans made by the Trust to the Borrowers under the Loan
Agreements from moneys on deposit in the Project Fund, excluding the Project Loan Account.
“Master Program Trust Agreement” means that certain Master Program Trust
Agreement, dated as of November 1, 1995, by and among the Trust, the State, United States
Trust Company of New York, as Master Program Trustee thereunder, The Bank of New York
(NJ), in several capacities thereunder, and First Fidelity Bank, N.A. (predecessor to Wachovia
Bank, National Association), in several capacities thereunder, as supplemented by that certain
Agreement of Resignation of Outgoing Master Program Trustee, Appointment of Successor
Master Program Trustee and Acceptance Agreement, dated as of November 1, 2001, by and
among United States Trust Company of New York, as Outgoing Master Program Trustee, State
Street Bank and Trust Company, N.A. (predecessor to U.S. Bank Trust National Association), as
Successor Master Program Trustee, and the Trust, as the same may be amended and
supplemented from time to time in accordance with its terms.
“Official Statement” means the Official Statement relating to the issuance of the Trust
Bonds.
“Preliminary Official Statement” means the Preliminary Official Statement relating to
the issuance of the Trust Bonds.
“Prime Rate” means the prevailing commercial interest rate announced by the Trustee
from time to time in the State as its prime lending rate.
“Project” means the Environmental Infrastructure Facilities of the Borrower described in
Exhibit A-1 attached hereto and made a part hereof, which constitutes a project for which the
Trust is permitted to make a loan to the Borrower pursuant to the Act, the Regulations and the
Bond Resolution, all or a portion of the Costs of which is financed or refinanced by the Trust
through the making of the Loan under this Loan Agreement and which may be identified under
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either the Drinking Water or Clean Water Project Lists with the Project Number specified in
Exhibit A-1 attached hereto.
“Project Fund” means the Project Fund as defined in the Bond Resolution.
“Project Loan Account” means the project loan account established on behalf of the
Borrower in the Project Fund in accordance with the Bond Resolution to finance all or a portion
of the Costs of the Project.
“Regulations” means the rules and regulations, as applicable, now or hereafter
promulgated under N.J.A.C. 7:22-3 et seq., 7:22-4 et seq., 7:22-5 et seq., 7:22-6 et seq., 7:22-7 et
seq., 7:22-8 et seq., 7:22-9 et seq. and 7:22-10 et seq., as the same may from time to time be
amended and supplemented.
“State” means the State of New Jersey.
“Trust” means the New Jersey Environmental Infrastructure Trust, a public body
corporate and politic with corporate succession duly created and validly existing under and by
virtue of the Act.
“Trust Bond Loan Repayments” means the repayments of the principal amount of the
Loan plus the payment of any premium associated with prepaying the principal amount of the
Loan in accordance with Section 3.07 hereof plus the Interest Portion.
“Trust Bonds” means bonds authorized by Section 2.03 of the Bond Resolution,
together with any refunding bonds authenticated, if applicable, and delivered pursuant to Section
2.04 of the Bond Resolution, in each case issued in order to finance (i) the portion of the Loan
deposited in the Project Loan Account, (ii) the portion of the Loans deposited in the balance of
the Project Fund, (iii) any capitalized interest related to such bonds, (iv) a portion of the costs of
issuance related to such bonds, and (v) that portion of the Debt Service Reserve Fund (to the
extent the Trust establishes a Debt Service Reserve Fund pursuant to the Bond Resolution), if
any, allocable to the Loan or Loans, as the case may be, a portion of which includes the funding
of reserve capacity, if applicable, for the Environmental Infrastructure Facilities of the Borrower
or Borrowers, as the case may be, or to refinance any or all of the above.
“Trustee” means, initially, U.S. Bank National Association, the Trustee appointed by the
Trust and its successors as Trustee under the Bond Resolution, as provided in Article X of the
Bond Resolution.
(b)
In addition to the capitalized terms defined in subsection (a) of this Section 1.01,
certain additional capitalized terms used in this Loan Agreement shall, unless the context clearly
requires otherwise, have the meanings ascribed to such additional capitalized terms in Schedule
A attached hereto and made a part hereof.
(c)
Except as otherwise defined herein or where the context otherwise requires, words
importing the singular number shall include the plural number and vice versa, and words
importing persons shall include firms, associations, corporations, agencies and districts. Words
importing one gender shall include the other gender.
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ARTICLE II
REPRESENTATIONS AND COVENANTS OF BORROWER
SECTION 2.01.
Representations of Borrower. The Borrower represents for the
benefit of the Trust, the Trustee and the holders of the Trust Bonds as follows:
(a)

Organization and Authority.

(i)
The Borrower is a corporation duly created and validly existing under and
pursuant to the Constitution and statutes of the State, including the Business Corporation
Law.
(ii)
The acting officers of the Borrower who are contemporaneously herewith
performing or have previously performed any action contemplated in this Loan
Agreement either are or, at the time any such action was performed, were the duly
appointed or elected officers of such Borrower empowered by applicable State law and, if
applicable, authorized by resolution of the Borrower to perform such actions. To the
extent any such action was performed by an officer no longer the duly acting officer of
such Borrower, all such actions previously taken by such officer are still in full force and
effect.
(iii) The Borrower has full legal right and authority and all necessary licenses
and permits required as of the date hereof to own, operate and maintain its Environmental
Infrastructure System, to carry on its activities relating thereto, to execute, attest and
deliver this Loan Agreement and the Borrower Bond, to authorize the authentication of
the Borrower Bond, to sell the Borrower Bond to the Trust, to undertake and complete
the Project and to carry out and consummate all transactions contemplated by this Loan
Agreement.
(iv)
The proceedings of the Borrower’s board of directors approving this Loan
Agreement and the Borrower Bond, authorizing the execution, attestation and delivery of
this Loan Agreement and the Borrower Bond, authorizing the sale of the Borrower Bond
to the Trust, authorizing the authentication of the Borrower Bond on behalf of the
Borrower and authorizing the Borrower to undertake and complete the Project, including,
without limitation, the Borrower Bond Resolution (collectively, the “Proceedings”), have
been duly and lawfully adopted in accordance with the Business Corporation Law and
other applicable State law at a meeting or meetings that were duly called and held in
accordance with the Borrower By-Laws and at which quorums were present and acting
throughout.
(v)
By official action of the Borrower taken prior to or concurrent with the
execution and delivery hereof, including, without limitation, the Proceedings, the
Borrower has duly authorized, approved and consented to all necessary action to be taken
by the Borrower for: (A) the execution, attestation, delivery and performance of this
Loan Agreement and the transactions contemplated hereby; (B) the issuance of the
Borrower Bond and the sale thereof to the Trust upon the terms set forth herein; (C) the
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approval of the inclusion, if such inclusion is deemed necessary in the sole discretion of
the Trust, in the Preliminary Official Statement and the Official Statement of all
statements and information relating to the Borrower set forth in “APPENDIX B” thereto
(the “Borrower Appendices”) and any amendment thereof or supplement thereto; and (D)
the execution, delivery and due performance of any and all other certificates, agreements
and instruments that may be required to be executed, delivered and performed by the
Borrower in order to carry out, give effect to and consummate the transactions
contemplated by this Loan Agreement, including, without limitation, the designation of
the Borrower Appendices portion of the Preliminary Official Statement, if any, as
“deemed final” for the purposes and within the meaning of Rule 15c2-12 (“Rule 15c212”) of the Securities and Exchange Commission (“SEC”) promulgated under the
Securities Exchange Act of 1934, as amended or supplemented, including any successor
regulation or statute thereto.
(vi)
This Loan Agreement and the Borrower Bond have each been duly
authorized by the Borrower and duly executed, attested and delivered by Authorized
Officers of the Borrower, and the Borrower Bond has been duly sold by the Borrower to
the Trust, duly authenticated by the trustee or paying agent, if applicable, under the
Borrower Bond Resolution and duly issued by the Borrower in accordance with the terms
of the Borrower Bond Resolution; and assuming that the Trust has all the requisite power
and authority to authorize, execute, attest and deliver, and has duly authorized, executed,
attested and delivered, this Loan Agreement, and assuming further that this Loan
Agreement is the legal, valid and binding obligation of the Trust, enforceable against the
Trust in accordance with its terms, each of this Loan Agreement and the Borrower Bond
constitutes a legal, valid and binding obligation of the Borrower, enforceable against the
Borrower in accordance with its respective terms, except as the enforcement thereof may
be affected by bankruptcy, insolvency or other laws or the application by a court of legal
or equitable principles affecting creditors' rights; and the information contained under
“Description of Loan” in Exhibit A-2 attached hereto and made a part hereof is true and
accurate in all respects.
(b)
Full Disclosure. There is no fact that the Borrower has not disclosed to the Trust
in writing on the Borrower’s application for the Loan or otherwise that materially adversely
affects or (so far as the Borrower can now foresee) that will materially adversely affect the
properties, activities, prospects or condition (financial or otherwise) of the Borrower or its
Environmental Infrastructure System, or the ability of the Borrower to make all Loan
Repayments and any other payments required under this Loan Agreement or otherwise to
observe and perform its duties, covenants, obligations and agreements under this Loan
Agreement and the Borrower Bond.
(c)
Pending Litigation. There are no proceedings pending or, to the knowledge of the
Borrower, threatened against or affecting the Borrower in any court or before any governmental
authority or arbitration board or tribunal that, if adversely determined, would materially
adversely affect (i) the undertaking or completion of the Project, (ii) the properties, activities,
prospects or condition (financial or otherwise) of the Borrower or its Environmental
Infrastructure System, (iii) the ability of the Borrower to make all Loan Repayments or any other
payments required under this Loan Agreement, (iv) the authorization, execution, attestation or
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delivery of this Loan Agreement or the Borrower Bond, (v) the issuance of the Borrower Bond
and the sale thereof to the Trust, (vi) the adoption of the Borrower Bond Resolution, or (vii) the
Borrower’s ability otherwise to observe and perform its duties, covenants, obligations and
agreements under this Loan Agreement and the Borrower Bond, which proceedings have not
been previously disclosed in writing to the Trust either in the Borrower’s application for the
Loan or otherwise.
(d)
Compliance with Existing Laws and Agreements. (i) The authorization,
execution, attestation and delivery of this Loan Agreement and the Borrower Bond by the
Borrower, (ii) the authentication of the Borrower Bond by the trustee or paying agent under the
Borrower Bond Resolution, as the case may be, and the sale of the Borrower Bond to the Trust,
(iii) the adoption of the Borrower Bond Resolution, (iv) the observation and performance by the
Borrower of its duties, covenants, obligations and agreements hereunder and thereunder, (v) the
consummation of the transactions provided for in this Loan Agreement, the Borrower Bond
Resolution and the Borrower Bond, and (vi) the undertaking and completion of the Project will
not (A) other than the lien, charge or encumbrance created hereby, by the Borrower Bond, by the
Borrower Bond Resolution and by any other outstanding debt obligations of the Borrower that
are at parity with the Borrower Bond as to lien on, and source and security for payment thereon
from, the revenues of the Borrower’s Environmental Infrastructure System, result in the creation
or imposition of any lien, charge or encumbrance upon any properties or assets of the Borrower
pursuant to, (B) result in any breach of any of the terms, conditions or provisions of, or (C)
constitute a default under, any existing resolution, outstanding debt or lease obligation, trust
agreement, indenture, mortgage, deed of trust, loan agreement or other instrument to which the
Borrower is a party or by which the Borrower, its Environmental Infrastructure System or any of
its properties or assets may be bound, nor will such action result in any violation of the
provisions of the charter or other document pursuant to which the Borrower was established or
any laws, ordinances, injunctions, judgments, decrees, rules, regulations or existing orders of any
court or governmental or administrative agency, authority or person to which the Borrower, its
Environmental Infrastructure System or its properties or operations is subject.
(e)
No Defaults. No event has occurred and no condition exists that, upon the
authorization, execution, attestation and delivery of this Loan Agreement and the Borrower
Bond, the issuance of the Borrower Bond and the sale thereof to the Trust, the adoption of the
Borrower Bond Resolution or the receipt of the amount of the Loan, would constitute an Event
of Default hereunder. The Borrower is not in violation of, and has not received notice of any
claimed violation of, any term of any agreement or other instrument to which it is a party or by
which it, its Environmental Infrastructure System or its properties may be bound, which violation
would materially adversely affect the properties, activities, prospects or condition (financial or
otherwise) of the Borrower or its Environmental Infrastructure System or the ability of the
Borrower to make all Loan Repayments, to pay all other amounts due hereunder or otherwise to
observe and perform its duties, covenants, obligations and agreements under this Loan
Agreement and the Borrower Bond.
(f)
Governmental Consent. The Borrower has obtained all permits and approvals
required to date by any governmental body or officer for the authorization, execution, attestation
and delivery of this Loan Agreement and the Borrower Bond, for the issuance of the Borrower
Bond and the sale thereof to the Trust, for the adoption of the Borrower Bond Resolution, for the
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making, observance and performance by the Borrower of its duties, covenants, obligations and
agreements under this Loan Agreement and the Borrower Bond and for the undertaking or
completion of the Project and the financing or refinancing thereof, including, but not limited to,
if required, the approval by the New Jersey Board of Public Utilities (the “BPU”) of the issuance
by the Borrower of the Borrower Bond to the Trust, as required by Section 9a of the Act, and any
other approvals required therefor by the BPU; and the Borrower has complied with all applicable
provisions of law requiring any notification, declaration, filing or registration with any
governmental body or officer in connection with the making, observance and performance by the
Borrower of its duties, covenants, obligations and agreements under this Loan Agreement and
the Borrower Bond or with the undertaking or completion of the Project and the financing or
refinancing thereof. No consent, approval or authorization of, or filing, registration or
qualification with, any governmental body or officer that has not been obtained is required on the
part of the Borrower as a condition to the authorization, execution, attestation and delivery of
this Loan Agreement and the Borrower Bond, the issuance of the Borrower Bond and the sale
thereof to the Trust, the undertaking or completion of the Project or the consummation of any
transaction herein contemplated.
(g)

Compliance with Law. The Borrower:

(i)
is in compliance with all laws, ordinances, governmental rules and
regulations to which it is subject, the failure to comply with which would materially
adversely affect (A) the ability of the Borrower to conduct its activities or to undertake or
complete the Project, (B) the ability of the Borrower to make the Loan Repayments and
to pay all other amounts due hereunder, or (C) the condition (financial or otherwise) of
the Borrower or its Environmental Infrastructure System; and
(ii)
has obtained all licenses, permits, franchises or other governmental
authorizations presently necessary for the ownership of its properties or for the conduct
of its activities that, if not obtained, would materially adversely affect (A) the ability of
the Borrower to conduct its activities or to undertake or complete the Project, (B) the
ability of the Borrower to make the Loan Repayments and to pay all other amounts due
hereunder, or (C) the condition (financial or otherwise) of the Borrower or its
Environmental Infrastructure System.
(h)
Use of Proceeds. The Borrower will apply the proceeds of the Loan from the
Trust as described in Exhibit B attached hereto and made a part hereof (i) to finance or refinance
a portion of the Costs of the Borrower’s Project; and (ii) where applicable, to reimburse the
Borrower for a portion of the Costs of the Borrower’s Project, which portion was paid or
incurred in anticipation of reimbursement by the Trust and is eligible for such reimbursement
under and pursuant to the Regulations, the Code and any other applicable law. All of such costs
constitute Costs for which the Trust is authorized to make Loans to the Borrower pursuant to the
Act and the Regulations.
(i)
Official Statement. The descriptions and information set forth in the Borrower
Appendices, if any, contained in the Official Statement relating to the Borrower, its operations
and the transactions contemplated hereby, as of the date of the Official Statement, were and, as
of the date of delivery hereof, are true and correct in all material respects, and did not and do not
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contain any untrue statement of a material fact or omit to state a material fact that is necessary to
make the statements contained therein, in light of the circumstances under which they were
made, not misleading.
(j)
Preliminary Official Statement. As of the date of the Preliminary Official
Statement, the descriptions and information set forth in the Borrower Appendices, if any,
contained in the Preliminary Official Statement relating to the Borrower, its operations and the
transactions contemplated hereby (i) were “deemed final” by the Borrower for the purposes and
within the meaning of Rule 15c2-12 and (ii) were true and correct in all material respects, and
did not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements contained therein, in light of the circumstances under which they were
made, not misleading.
SECTION 2.02.

Particular Covenants of Borrower.

(a)
Promise to Pay. The Borrower unconditionally and irrevocably promises in
accordance with the terms of and to the extent provided in the Borrower Bond Resolution, to
make punctual payment of the principal and redemption premium, if any, of the Loan and the
Borrower Bond, the Interest on the Loan, the Interest on the Borrower Bond and all other
amounts due under this Loan Agreement and the Borrower Bond according to their respective
terms.
(b)
Performance Under Loan Agreement; Rates. The Borrower covenants and agrees
(i) to comply with all applicable state and federal laws, rules and regulations in the performance
of this Loan Agreement; (ii) to maintain its Environmental Infrastructure System in good repair
and operating condition; (iii) to cooperate with the Trust in the observance and performance of
the respective duties, covenants, obligations and agreements of the Borrower and the Trust under
this Loan Agreement; and (iv) to establish, levy and collect rents, rates and other charges for the
products and services provided by its Environmental Infrastructure System, which rents, rates
and other charges shall be at least sufficient to comply with all covenants pertaining thereto
contained in, and all other provisions of, any bond resolution, trust indenture or other security
agreement, if any, relating to any bonds, notes or other evidences of indebtedness issued or to be
issued by the Borrower, including without limitation rents, rates and other charges, together with
other available moneys, sufficient to pay the principal of and Interest on the Borrower Bond, plus
all other amounts due hereunder.
(c)
Borrower Bond; No Prior Liens. Except for (i) the Borrower Bond, (ii) any bonds
or notes at parity with the Borrower Bond and currently outstanding or issued on the date hereof,
(iii) any future bonds or notes of the Borrower issued under the Borrower Bond Resolution at
parity with the Borrower Bond, and (iv) any Permitted Encumbrances (as defined in the
Borrower Bond Resolution), the assets of the Borrower that are subject to the Borrower Bond
Resolution are and will be free and clear of any pledge, lien, charge or encumbrance thereon or
with respect thereto prior to, or of equal rank with, the Borrower Bond, and all corporate or other
action on the part of the Borrower to that end has been and will be duly and validly taken.
(d)
Completion of Project and Provision of Moneys Therefor. The Borrower
covenants and agrees (i) to exercise its best efforts in accordance with prudent environmental
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infrastructure utility practice to complete the Project and to accomplish such completion on or
before the estimated Project completion date set forth in Exhibit G hereto and made a part
hereof; (ii) to comply with the terms and provisions contained in Exhibit G hereto; and (iii) to
provide from its own fiscal resources all moneys, in excess of the total amount of loan proceeds
it receives under the Loan and Fund Loan, required to complete the Project.
(e)
See Section 2.02(e) as set forth in Schedule A attached hereto, made a part hereof
and incorporated in this Section 2.02(e) by reference as if set forth in full herein.
(f)

Exclusion of Interest from Federal Gross Income and Compliance with Code.

(i)
The Borrower covenants and agrees that it shall not take any action or
omit to take any action that would result in the loss of the exclusion of the interest on any
Trust Bonds now or hereafter issued from gross income for purposes of federal income
taxation as that status is governed by Section 103(a) of the Code.
(ii)
The Borrower shall not directly or indirectly use or permit the use of any
proceeds of the Trust Bonds (or amounts replaced with such proceeds) or any other funds
or take any action or omit to take any action that would cause the Trust Bonds (assuming
solely for this purpose that the proceeds of the Trust Bonds loaned to the Borrower
represent all of the proceeds of the Trust Bonds) to be “arbitrage bonds” within the
meaning of Section 148(a) of the Code.
(iii) The Borrower shall not directly or indirectly use or permit the use of any
proceeds of the Trust Bonds to pay the principal of or the interest or redemption premium
on or any other amount in connection with the retirement or redemption of any issue of
state or local governmental obligations (“refinancing of indebtedness”), unless the
Borrower shall (A) establish to the satisfaction of the Trust, prior to the issuance of the
Trust Bonds, that such refinancing of indebtedness will not adversely affect the exclusion
from gross income for federal income tax purposes of the interest on the Trust Bonds, and
(B) provide to the Trust an opinion of Bond Counsel to that effect in form and substance
satisfactory to the Trust.
(iv)
The Borrower shall not directly or indirectly use or permit the use of any
proceeds of the Trust Bonds to reimburse the Borrower for an expenditure with respect to
a Costs of the Borrower’s Project paid by the Borrower prior to the issuance of the Trust
Bonds, unless (A) the allocation by the Borrower of the proceeds of the Trust Bonds to
reimburse such expenditure complies with the requirements of Treasury Regulations
§1.150-2 necessary to enable the reimbursement allocation to be treated as an expenditure
of the proceeds of the Trust Bonds for purposes of applying Sections 103 and 141-150,
inclusive, of the Code, or (B) such proceeds of the Trust Bonds will be used for
refinancing of indebtedness that was used to pay Costs of the Borrower’s Project or to
reimburse the Borrower for expenditures with respect to Costs of the Borrower’s Project
paid by the Borrower prior to the issuance of such indebtedness in accordance with a
reimbursement allocation for such expenditures that complies with the requirements of
Treasury Regulations §1.150-2.
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(v)
The Borrower shall not directly or indirectly use or permit the use of any
proceeds of the Trust Bonds to pay any costs which are not Costs of the Borrower’s
Project that constitute a “capital expenditure” within the meaning of Treasury
Regulations §1.150-1.
(vi)
The Borrower shall not use the proceeds of the Trust Bonds (assuming
solely for this purpose that the proceeds of the Trust Bonds loaned to the Borrower
represent all of the proceeds of the Trust Bonds) in any manner that would cause the
Trust Bonds to be considered “federally guaranteed” within the meaning of Section
149(b) of the Code or “hedge bonds” within the meaning of Section 149(g) of the Code.
(vii) The Borrower shall not issue any debt obligations that (A) are sold at
substantially the same time as the Trust Bonds and finance or refinance the Loan made to
the Borrower, (B) are sold pursuant to the same plan of financing as the Trust Bonds and
finance or refinance the Loan made to the Borrower, and (C) are reasonably expected to
be paid out of substantially the same source of funds as the Trust Bonds and finance or
refinance the Loan made to the Borrower.
(viii) Neither the Borrower nor any “related party” (within the meaning of
Treasury Regulations §1.150-1) shall purchase Trust Bonds in an amount related to the
amount of the Loan.
(ix)
The Borrower will not issue or permit to be issued obligations that will
constitute an “advance refunding” of the Borrower Bond within the meaning of Section
149(d)(5) of the Code without the express written consent of the Trust, which consent
may only be delivered by the Trust after the Trust has received notice from the Borrower
of such contemplated action no later than sixty (60) days prior to any such contemplated
action, and which consent is in the sole discretion of the Trust.
(x)
See Section 2.02(f)(xi) as set forth in Schedule A attached hereto, made a
part hereof and incorporated in this Section 2.02(f)(xi) by reference as if set forth in full
herein.
(xi)
No “gross proceeds” of the Trust Bonds held by the Borrower (other than
amounts in a “bona fide debt service fund”) will be held in a “commingled fund” (as such
terms are defined in Treasury Regulations §1.148-1(b)).
(xii) Based upon all of the objective facts and circumstances in existence on the
date of issuance of the Trust Bonds used to finance the Project, (A) within six months of
the date of issuance of the Trust Bonds used to finance the Project, the Borrower will
incur a substantial binding obligation to a third party to expend on the Project at least five
percent (5%) of the “net sale proceeds” (within the meaning of Treasury Regulations
§1.148-1) of the Loan used to finance the Project (treating an obligation as not being
binding if it is subject to contingencies within the control of the Borrower, the Trust or a
“related party” (within the meaning of Treasury Regulations §1.150-1)), (B) completion
of the Project and the allocation to expenditures of the “net sale proceeds” of the Loan
used to finance the Project will proceed with due diligence, and (C) all of the proceeds of
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the Loan used to finance the Project (other than amounts deposited into the Debt Service
Reserve Fund (to the extent the Trust establishes a Debt Service Reserve Fund pursuant
to the Bond Resolution) allocable to that portion of the Loan used to finance reserve
capacity, if any) and investment earnings thereon will be spent prior to the period ending
three (3) years subsequent to the date of issuance of the Trust Bonds used to finance the
Project. Accordingly, the proceeds of the Loan deposited in the Project Loan Account
used to finance the Project will be eligible for the 3-year arbitrage temporary period since
the expenditure test, time test and due diligence test, as set forth in Treasury Regulations
§1.148-2(e)(2), will be satisfied.
(xiii) The weighted average maturity of the Loan does not exceed 120% of the
average reasonably expected economic life of the Project financed or refinanced with the
Loan, determined in the same manner as under Section 147(b) of the Code. Accordingly,
the term of the Loan will not be longer than is reasonably necessary for the governmental
purposes of the Loan within the meaning of Treasury Regulations §1.148-1(c)(4).
(xiv) The Borrower shall, within 30 days of date the Borrower concludes that no
additional proceeds of the Loan will be required to pay costs of the Project, provide to the
Trust a certificate of the Borrower evidencing such conclusion.
For purposes of this subsection and subsection (h) of this Section 2.02, quoted terms shall
have the meanings given thereto by Section 148 of the Code, including, particularly, Treasury
Regulations §§1.148-1 through 1.148-11, inclusive, as supplemented or amended, to the extent
applicable to the Trust Bonds, and any successor Treasury Regulations applicable to the Trust
Bonds.
(g)
Operation and Maintenance of Environmental Infrastructure System. The
Borrower covenants and agrees that it shall, in accordance with prudent environmental
infrastructure utility practice, (i) at all times operate the properties of its Environmental
Infrastructure System and any business in connection therewith in an efficient manner, (ii)
maintain its Environmental Infrastructure System in good repair, working order and operating
condition, and (iii) from time to time make all necessary and proper repairs, renewals,
replacements, additions, betterments and improvements with respect to its Environmental
Infrastructure System so that at all times the business carried on in connection therewith shall be
properly and advantageously conducted.
(h)

Records and Accounts.

(i)
The Borrower shall keep accurate records and accounts for its
Environmental Infrastructure System (the “System Records”) separate and distinct from
its other records and accounts (the “General Records”). Such System Records shall be
audited annually by an independent certified public accountant, which may be part of the
annual audit of the General Records of the Borrower. Such System Records and General
Records shall be made available for inspection by the Trust at any reasonable time upon
prior written notice, and a copy of such annual audit(s) therefor, including all written
comments and recommendations of such accountant, shall be furnished to the Trust
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within 150 days of the close of the fiscal year being so audited or, with the consent of the
Trust, such additional period as may be provided by law.
(ii)
Within 30 days following receipt of any Loan proceeds, including without
limitation the “Allowance for Administrative Costs” or the “Allowance for Planning and
Design” set forth in Exhibit B hereto, the Borrower shall allocate such proceeds to an
expenditures in a manner that satisfies the requirements of Treasury Regulation
§1.148-6(d) and transmit a copy of each such allocation to the Trust. No portion of the
Allowance for Administrative Costs will be allocated to a cost other than a cost described
in N.J.A.C. 7:22-5.11(a) 3, 4 or 6. No portion of the Allowance for Planning and Design
will be allocated to a cost other than a cost described N.J.A.C. 7:22-5.12, or other costs of
the Borrower’s Environmental Infrastructure System which are “capital expenditures,”
within the meaning of Treasury Regulations §1.150-1. The Borrower shall retain records
of such allocations for at least until the date that is three years after the scheduled
maturity date of the Trust Bonds. The Borrower shall make such records available to the
Trust within 15 days of any request by the Trust.
(iii) Unless otherwise advised in writing by the Trust, in furtherance of the
covenant of the Borrower contained in subsection (f) of this Section 2.02 not to cause the
Trust Bonds to be arbitrage bonds, the Borrower shall keep, or cause to be kept, accurate
records of each investment it makes in any “nonpurpose investment” acquired with, or
otherwise allocated to, “gross proceeds” of the Trust Bonds not held by the Trustee and
each “expenditure” it makes allocated to “gross proceeds” of the Trust Bonds. Such
records shall include the purchase price, including any constructive “payments” (or in the
case of a “payment” constituting a deemed acquisition of a “nonpurpose investment”
(e.g., a “nonpurpose investment” first allocated to “gross proceeds” of the Trust Bonds
after it is actually acquired because it is deposited in a sinking fund for the Trust Bonds)),
the “fair market value” of the “nonpurpose investment” on the date first allocated to the
“gross proceeds” of the Trust Bonds, nominal interest rate, dated date, maturity date, type
of property, frequency of periodic payments, period of compounding, yield to maturity,
amount actually or constructively received on disposition (or in the case of a “receipt”
constituting a deemed disposition of a “nonpurpose investment” (e.g., a “nonpurpose
investment” that ceases to be allocated to the “gross proceeds” of the Trust Bonds
because it is removed from a sinking fund for the Trust Bonds)), the “fair market value”
of the “nonpurpose investment” on the date it ceases to be allocated to the “gross
proceeds” of the Trust Bonds, the purchase date and disposition date of the “nonpurpose
investment” and evidence of the “fair market value” of such property on the purchase
date and disposition date (or deemed purchase or disposition date) for each such
“nonpurpose investment”. The purchase date, disposition date and the date of
determination of “fair market value” shall be the date on which a contract to purchase or
sell the “nonpurpose investment” becomes binding, i.e., the trade date rather than the
settlement date. For purposes of the calculation of purchase price and disposition price,
brokerage or selling commissions, administrative expenses or similar expenses shall not
increase the purchase price of an item and shall not reduce the amount actually or
constructively received upon disposition of an item, except to the extent such costs
constitute “qualified administrative costs”.
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(iv)
Within thirty (30) days of the last day of the fifth and each succeeding
fifth “bond year” (which, unless otherwise advised by the Trust, shall be the five-year
period ending on the date five years subsequent to the date immediately preceding the
date of issuance of the Trust Bonds and each succeeding fifth “bond year”) and within
thirty (30) days of the date the last bond that is part of the Trust Bonds is discharged (or
on any other periodic basis requested in writing by the Trust), the Borrower shall (A)
calculate, or cause to be calculated, the “rebate amount” as of the “computation date” or
“final computation date” attributable to any “nonpurpose investment” made by the
Borrower and (B) remit the following to the Trust: (1) an amount of money that when
added to the “future value” as of the “computation date” of any previous payments made
to the Trust on account of rebate equals the “rebate amount”, (2) the calculations
supporting the “rebate amount” attributable to any “nonpurpose investment” made by the
Borrower allocated to “gross proceeds” of the Trust Bonds, and (3) any other information
requested by the Trust relating to compliance with Section 148 of the Code (e.g.,
information related to any “nonpurpose investment” of the Borrower for purposes of
application of the “universal cap”).
(v)
The Borrower covenants and agrees that it will account for “gross
proceeds” of the Trust Bonds, investments allocable to the Trust Bonds and expenditures
of “gross proceeds” of the Trust Bonds in accordance with Treasury Regulations §1.1486. All allocations of “gross proceeds” of the Trust Bonds to expenditures will be
recorded on the books of the Borrower kept in connection with the Trust Bonds no later
than 18 months after the later of the date the particular Costs of the Borrower’s Project is
paid or the date the portion of the project financed by the Trust Bonds is placed in
service. All allocations of proceeds of the Trust Bonds to expenditures will be made no
later than the date that is 60 days after the fifth anniversary of the date the Trust Bonds
are issued or the date 60 days after the retirement of the Trust Bonds, if earlier. Such
records and accounts will include the particular Costs paid, the date of the payment and
the party to whom the payment was made.
(vi)
From time to time as directed by the Trust, the Borrower shall provide to
the Trust a written report demonstrating compliance by the Borrower with the provisions
of Section 2.02(f) of this Loan Agreement, each such written report to be submitted by
the Borrower to the Trust in the form of a full and complete written response to a
questionnaire provided by the Trust to the Borrower. Each such questionnaire shall be
provided by the Trust to the Borrower not less than fourteen (14) days prior to the date
established by the Trust for receipt from the Borrower of the full and complete written
response to the questionnaire.
(i)
Inspections; Information. The Borrower shall permit the Trust and the Trustee
and any party designated by any of such parties, at any and all reasonable times during
construction of the Project and thereafter upon prior written notice, to examine, visit and inspect
the property, if any, constituting the Project and to inspect and make copies of any accounts,
books and records, including (without limitation) its records regarding receipts, disbursements,
contracts, investments and any other matters relating thereto and to its financial standing, and
shall supply such reports and information as the Trust and the Trustee may reasonably require in
connection therewith.
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(j)
Insurance. The Borrower shall maintain or cause to be maintained, in force,
insurance policies with responsible insurers or self-insurance programs providing against risk of
direct physical loss, damage or destruction of its Environmental Infrastructure System at least to
the extent that similar insurance is usually carried by utilities constructing, operating and
maintaining Environmental Infrastructure Facilities of the nature of the Borrower’s
Environmental Infrastructure System, including liability coverage, all to the extent available at
reasonable cost but in no case less than will satisfy all applicable regulatory requirements.
(k)
Costs of Project. The Borrower certifies that the building cost of the Project, as
listed in Exhibit B hereto and made a part hereof, is a reasonable and accurate estimation thereof,
and it will supply to the Trust a certificate from a licensed professional engineer authorized to
practice in the State stating that such building cost is a reasonable and accurate estimation and
that the useful life of the Project exceeds the maturity date of the Borrower Bond.
(l)
Delivery of Documents. Concurrently with the delivery of this Loan Agreement
(as previously authorized, executed and attested) at the Loan Closing, the Borrower will cause to
be delivered to the Trust and the Trustee each of the following items:
(i)
an opinion of the Borrower’s bond counsel substantially in the form of
Exhibit E hereto; provided, however, that the Trust may permit portions of such opinion
to be rendered by general counsel to the Borrower and may permit variances in such
opinion from the form set forth in Exhibit E if, in the opinion of the Trust, such variances
are not to the material detriment of the interests of the holders of the Trust Bonds;
(ii)
counterparts of this Loan Agreement as previously executed and attested
by the parties hereto;
(iii) copies of those resolutions finally adopted by the board of directors of the
Borrower and requested by the Trust, including, without limitation, (A) the resolution of
the Borrower authorizing the execution, attestation and delivery of this Loan Agreement,
(B) the Borrower Bond Resolution, as amended and supplemented as of the date of the
Loan Closing, authorizing the execution, attestation, authentication, sale and delivery of
the Borrower Bond to the Trust, (C) the resolution of the Borrower, if any, confirming the
details of the sale of the Borrower Bond to the Trust, (D) the resolution of the Borrower,
if any, declaring its official intent to reimburse expenditures for the Costs of the Project
from the proceeds of the Trust Bonds, each of said resolutions of the Borrower being
certified by an Authorized Officer of the Borrower as of the date of the Loan Closing, (E)
the resolution of the BPU approving the issuance by the Borrower of the Borrower Bond
to the Trust and setting forth any other approvals required therefor by the BPU, if
applicable, and (F) any other Proceedings;
(iv)
if the Loan is being made to reimburse the Borrower for all or a portion of
the Costs of the Borrower’s Project or to refinance indebtedness or reimburse the
Borrower for the repayment of indebtedness previously incurred by the Borrower to
finance all or a portion of the Costs of the Borrower’s Project, an opinion of Bond
Counsel, in form and substance satisfactory to the Trust, to the effect that such
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reimbursement or refinancing will not adversely affect the exclusion from gross income
for federal income tax purposes of the interest on the Trust Bonds; and
(v)
the certificates of insurance coverage as required pursuant to the terms of
Section 3.06(d) hereof and such other certificates, documents, opinions and information
as the Trust may require in Exhibit F hereto, if any.
(m)
Execution and Delivery of Borrower Bond. Concurrently with the delivery of this
Loan Agreement at the Loan Closing, the Borrower shall also deliver to the Trust the Borrower
Bond, as previously executed, attested and, if applicable, authenticated, upon the receipt of a
written certification of the Trust that a portion of the net proceeds of the Trust Bonds shall be
deposited in the Project Loan Account simultaneously with the delivery of the Borrower Bond.
(n)
Notice of Material Adverse Change. The Borrower shall promptly notify the
Trust of any material adverse change in the properties, activities, prospects or condition
(financial or otherwise) of the Borrower or its Environmental Infrastructure System, or in the
ability of the Borrower to make all Loan Repayments and otherwise to observe and perform its
duties, covenants, obligations and agreements under this Loan Agreement and the Borrower
Bond.
(o)
Continuing Representations. The representations of the Borrower contained
herein shall be true at the time of the execution of this Loan Agreement and at all times during
the term of this Loan Agreement.
(p)
Continuing Disclosure Covenant. To the extent that the Trust, in its sole
discretion, determines, at any time prior to the termination of the Loan Term, that the Borrower
is a material “obligated person”, as the term “obligated person” is defined in Rule 15c2-12, with
materiality being determined by the Trust pursuant to criteria established, from time to time, by
the Trust in its sole discretion and set forth in a bond resolution or official statement of the Trust,
the Borrower hereby covenants that it will authorize and provide to the Trust, for inclusion in
any preliminary official statement or official statement of the Trust, all statements and
information relating to the Borrower deemed material by the Trust for the purpose of satisfying
Rule 15c2-12 as well as Rule 10b-5 promulgated pursuant to the Securities Exchange Act of
1934, as amended or supplemented, including any successor regulation or statute thereto (“Rule
10b-5”), including certificates and written representations of the Borrower evidencing its
compliance with Rule 15c2-12 and Rule 10b-5; and the Borrower hereby further covenants that
the Borrower shall execute and deliver the Continuing Disclosure Agreement, in substantially the
form attached hereto as Exhibit H, with such revisions thereto prior to execution and delivery
thereof as the Trust shall determine to be necessary, desirable or convenient, in its sole
discretion, for the purpose of satisfying Rule 15c2-12 and the purposes and intent thereof, as
Rule 15c2-12, its purposes and intent may hereafter be interpreted from time to time by the SEC
or any court of competent jurisdiction; and pursuant to the terms and provisions of the
Continuing Disclosure Agreement, the Borrower shall thereafter provide on-going disclosure
with respect to all statements and information relating to the Borrower in satisfaction of the
requirements set forth in Rule 15c2-12 and Rule 10b-5, including, without limitation, the
provision of certificates and written representations of the Borrower evidencing its compliance
with Rule 15c2-12 and Rule 10b-5.
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(q)
Additional Covenants and Requirements. (i) No later than the Loan Closing and,
if necessary, in connection with the Trust’s issuance of the Trust Bonds or the making of the
Loan, additional covenants and requirements have been included in Exhibit F hereto and made a
part hereof. Such covenants and requirements may include, but need not be limited to the
maintenance of specified levels of Environmental Infrastructure System rates, the issuance of
additional debt of the Borrower, the use by or on behalf of the Borrower of certain proceeds of
the Trust Bonds as such use relates to the exclusion from gross income for federal income tax
purposes of the interest on any Trust Bonds, the transfer of revenues and receipts from the
Borrower’s Environmental Infrastructure System, compliance with Rule 15c2-12, Rule 10b-5
and any other applicable federal or state securities laws, and matters in connection with the
appointment of the Trustee under the Bond Resolution and any successors thereto. The
Borrower hereby agrees to observe and comply with each such additional covenant and
requirement, if any, included in Exhibit F hereto as if the same were set forth herein in its
entirety. (ii) Additional defined terms, covenants, representations and requirements have been
included in Schedule A attached hereto and made a part hereof. Such additional defined terms,
covenants, representations and requirements are incorporated in this Loan Agreement by
reference thereto as if set forth in full herein and the Borrower hereby agrees to observe and
comply with each such additional term, covenant, representation and requirement included in
Schedule A as if the same were set forth in its entirety where reference thereto is made in this
Loan Agreement.
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ARTICLE III
LOAN TO BORROWER; AMOUNTS PAYABLE; GENERAL AGREEMENTS
SECTION 3.01.
Loan; Loan Term. The Trust hereby agrees to make the Loan as
described in Exhibit A-2 hereof and to disburse proceeds of the Loan to the Borrower in
accordance with Section 3.02 and Exhibit C hereof, and the Borrower hereby agrees to borrow
and accept the Loan from the Trust upon the terms set forth in Exhibit A-2 attached hereto and
made a part hereof; provided, however, that the Trust shall be under no obligation to make the
Loan if (a) at the Loan Closing, the Borrower does not deliver to the Trust a Borrower Bond and
such other documents required under Section 2.02(l) hereof, or (b) an Event of Default has
occurred and is continuing under the Bond Resolution or this Loan Agreement. Although the
Trust intends to disburse proceeds of the Loan to the Borrower at the times and up to the
amounts set forth in Exhibit C to pay a portion of the Costs of the Project, due to unforeseen
circumstances there may not be a sufficient amount on deposit in the Project Fund on any date to
make the disbursement in such amount. Nevertheless, the Borrower agrees that the amount
actually deposited in the Project Loan Account at the Loan Closing plus the Borrower’s allocable
share of (i) certain costs of issuance and underwriter’s discount for all Trust Bonds issued to
finance the Loan; (ii) capitalized interest during the Project construction period, if applicable;
and (iii) that portion of the Debt Service Reserve Fund (to the extent the Trust establishes a Debt
Service Reserve Fund pursuant to the Bond Resolution) attributable to the cost of funding
reserve capacity for the Project, if applicable, shall constitute the initial principal amount of the
Loan (as the same may be adjusted downward in accordance with the definition thereof), and
neither the Trust nor the Trustee shall have any obligation thereafter to loan any additional
amounts to the Borrower.
The Borrower shall use the proceeds of the Loan strictly in accordance with Section
2.01(h) hereof.
The payment obligations created under this Loan Agreement and the obligations to pay
the principal of the Borrower Bond, Interest on the Borrower Bond and other amounts due under
the Borrower Bond are direct, general irrevocable and unconditional obligations of the Borrower
payable from any source legally available to the Borrower in accordance with the terms of and to
the extent provided in the Borrower Bond Resolution.
SECTION 3.02.

Disbursement of Loan Proceeds.

(a)
The Trustee, as the agent of the Trust, shall disburse the amounts on deposit in the
Project Loan Account to the Borrower upon receipt of a requisition executed by an Authorized
Officer of the Borrower, and approved by the Trust, in a form meeting the requirements of
Section 5.02(3) of the Bond Resolution.
(b)
The Trust and Trustee shall not be required to disburse any Loan proceeds to the
Borrower under this Loan Agreement, unless:
(i)
the proceeds of the Trust Bonds shall be available for disbursement, as
determined solely by the Trust;
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(ii)
in accordance with the Bond Act, and the Regulations, the Borrower shall
have timely applied for, shall have been awarded and, prior to or simultaneously with the
Loan Closing, shall have closed a Fund Loan for a portion of the Allowable Costs (as
defined in such Regulations) of the Project in an amount not in excess of the amount of
Allowable Costs of the Project financed by the Loan from the Trust;
(iii) the Borrower shall have on hand moneys to pay for the greater of (A) that
portion of the total Costs of the Project that is not eligible to be funded from the Fund
Loan or the Loan, or (B) that portion of the total Costs of the Project that exceeds the
actual amounts of the loan commitments made by the State and the Trust, respectively,
for the Fund Loan and the Loan; and
(iv)
no Event of Default nor any event that, with the passage of time or service
of notice or both, would constitute an Event of Default shall have occurred and be
continuing hereunder.
SECTION 3.03.
(a)
follows:

Amounts Payable.

The Borrower shall repay the Loan in installments payable to the Trustee as

(i)
the principal of the Loan shall be repaid annually on the Principal Payment
Dates, in accordance with the schedule set forth in Exhibit A-2 attached hereto and made
a part hereof, as the same may be amended or modified by any credits applicable to the
Borrower as set forth in the Bond Resolution;
(ii)
the Interest Portion described in clause (i) of the definition thereof shall be
paid semiannually on the Interest Payment Dates, in accordance with the schedule set
forth in Exhibit A-2 attached hereto and made a part hereof, as the same may be amended
or modified by any credits applicable to the Borrower as set forth in the Bond Resolution;
and
(iii) the Interest Portion described in clause (ii) of the definition thereof shall
be paid upon the date of optional redemption or acceleration, as the case may be, of the
Trust Bonds allocable to any prepaid or accelerated Trust Bond Loan Repayment.
The obligations of the Borrower under the Borrower Bond shall be deemed to be amounts
payable under this Section 3.03. Each Loan Repayment, whether satisfied through a direct
payment by the Borrower to the Trustee or (with respect to the Interest Portion) through the use
of Trust Bond proceeds and income thereon on deposit in the Interest Account (as defined in the
Bond Resolution) to pay interest on the Trust Bonds, shall be deemed to be a credit against the
corresponding obligation of the Borrower under this Section 3.03 and shall fulfill the Borrower’s
obligation to pay such amount hereunder and under the Borrower Bond. Each payment made to
the Trustee pursuant to this Section 3.03 shall be applied first to the Interest Portion then due and
payable, second to the principal of the Loan then due and payable, third to the payment of the
Administrative Fee, and finally to the payment of any late charges hereunder.
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(b)
The Interest on the Loan described in clause (iii) of the definition thereof shall (i)
consist of a late charge for any Trust Bond Loan Repayment that is received by the Trustee later
than the tenth (10th) day following its due date and (ii) be payable immediately thereafter in an
amount equal to the greater of twelve percent (12%) per annum or the Prime Rate plus one half
of one percent per annum on such late payment from its due date to the date it is actually paid;
provided, however, that the rate of Interest on the Loan, including, without limitation, any late
payment charges incurred hereunder, shall not exceed the maximum interest rate permitted by
law.
(c)
The Borrower shall receive, as a credit against its semiannual payment obligations
of the Interest Portion, the amounts certified by the Trust pursuant to Section 5.10 of the Bond
Resolution. Such amounts shall represent the Borrower’s allocable share of the interest earnings
on certain funds and accounts established under the Bond Resolution, calculated in accordance
with Section 5.10 of the Bond Resolution.
(d)
In accordance with the provisions of the Bond Resolution, the Borrower shall
receive, as a credit against its Trust Bond Loan Repayments, the amounts set forth in the
certificate of the Trust filed with the Trustee pursuant to Section 5.02(4) of the Bond Resolution.
(e)
The Interest on the Loan described in clause (ii) of the definition thereof shall be
paid by the Borrower in the amount of one-half of the Administrative Fee, if any, to the Trustee
semiannually on each February 1 and August 1, commencing August 1, 2013.
(f)
The Borrower hereby agrees to pay to the Trust at the Loan Closing a “Security
Review Fee” in the amount necessary to reimburse the Trust for all of its costs and expenses
incurred in connection with reviewing the additional security securing the Trust Loan as set forth
in Exhibit F hereto, if any, including without limitation the fees and expenses of any professional
advisers hired by the Trust in connection therewith.
(g)
Upon thirty (30) days prior written notice to the Borrower, an Authorized Officer
of the Trust may, in the sole discretion of such Authorized Officer, prescribe the particular
method by which payments pursuant to, and in satisfaction of, this Section 3.03 shall be made by
the Borrower. Such method as prescribed by an Authorized Officer of the Trust may include,
without limitation, the automatic debit by the Trust or the Trustee of the respective amounts of
such payments, as required by this Section 3.03, from an account that shall be identified by the
Borrower in writing and recorded on file with the Trust and the Trustee. In the absence of any
such written notice to the Borrower by an Authorized Officer of the Trust pursuant to this
subsection (g), the Borrower shall implement the payments required pursuant to, and in
satisfaction of, this Section 3.03 either via electronic transfer of immediately available funds or
via check.
SECTION 3.03A. Amounts on Deposit in Project Loan Account After
Completion of Project Draws.
(a)
If, on the date which is thirty (30) days following the final date for which a
disbursement of Loan proceeds is scheduled to be made pursuant to Exhibit C hereto, any
amounts remain on deposit in the Borrower’s Project Loan Account, the Borrower must provide
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to the Trust and the Department a certificate of an Authorized Officer of the Borrower (i) stating
that the Borrower has not yet completed the Project, (ii) stating that the Borrower intends to
complete the Project, (iii) setting forth the amount of remaining Loan Proceeds required to
complete the Project, and (iv) providing a revised draw schedule, in a form similar to Exhibit C
hereto and approved by the Department.
(b)
If, on the date which is thirty (30) days following the final date for which a
disbursement of Loan proceeds is scheduled to be made pursuant to a revised draw schedule
certified to the Trust and the Department in accordance with Section 3.03A(a) hereof, any
amounts remain on deposit in the Borrower’s Project Loan Account, the Borrower must provide
to the Trust and the Department a certificate of an Authorized Officer of the Borrower (i) stating
that the Borrower has not yet completed the Project, (ii) stating that the Borrower intends to
complete the Project, (iii) setting forth the amount of remaining Loan Proceeds required to
complete the Project, and (iv) providing a revised draw schedule, in a form similar to Exhibit C
hereto and approved by the Department.
(c)
If, on the date which the Borrower has completed the Project, any amounts remain
on deposit in the Borrower’s Project Loan Account, the Borrower must within thirty (30) days
following such date provide to the Trust and the Department a certificate (i) stating that the
Project is complete and (ii) setting forth the remaining costs, if any, of the Project for which a
disbursement of Loan will be required.
(d)
If the Borrower fails to provide the certificate described in paragraphs (a), (b) or
(c) of this Section 3.03A, when due, or if such certificate states that the Borrower does not
require all or any portion of the amount on deposit in the Project Loan Account to complete the
Project, such amounts on deposit in the Project Loan Account which are not certified by an
Authorized Officer of the Borrower as being required to complete the Project (“Excess Project
Funds”) shall be applied as follows:
(i)
If Trust Bonds can be redeemed within sixty (60) days of the date the
Borrower is required to provide the certificate described in paragraphs (a), (b) or (c) of
this Section 3.03A, the Excess Project Funds shall be used by the Trust within such sixty
(60) day period to redeem Trust Bonds, including payment of any pre-payment premium.
The Trust Bonds shall be redeemed in inverse order of their maturity. The amount of any
maturity redeemed shall not exceed the same proportion as the Loan bears to all Loans
made from proceeds of the Trust Bonds rounded down to whole denominations or any
integral multiple. The aggregate amount of Trust Bonds so redeemed shall not be less
than the amount of nonqualified bonds allocable to the Borrower under Treasury
Regulations §1.142-12. The Excess Project Funds used to redeem Trust Bonds shall be
applied by the Trust as a prepayment of the Borrower’s Loan Repayments with respect to
the redeemed bonds. Any excess shall be held by Trust invested at a yield which does
not exceed the yield on the Trust Bonds.
(ii)
If Trust Bonds can not be redeemed within sixty (60) days of the date the
Borrower is required to provide the certificate described in paragraphs (a), (b) or (c) of
this Section 3.03A, the Trust shall, within such sixty (60) day period, (A) deposit all of
the Excess Project Funds in a defeasance escrow established to defease Trust Bonds in
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inverse order of their maturity, in the same proportion as the Loan bears to all Loans
made from proceeds of the Trust Bonds, (B) provide the notice to the Internal Revenue
Service required pursuant to Treasury Regulations §1.142-2(c)(2), or any successor
income tax regulations, and (C) apply the Excess Project Funds as a prepayment of the
Borrower’s Loan Repayments for the defeased Trust Bonds. The aggregate amount of
Trust Bonds so defeased shall not be less than the amount of nonqualified bonds allocable
to the Borrower under Treasury Regulations §1.142-12
SECTION 3.04.
Unconditional Obligations. The obligation of the Borrower to
make the Loan Repayments and all other payments required hereunder and the obligation to
perform and observe the other duties, covenants, obligations and agreements on its part
contained herein shall be absolute and unconditional, and shall not be abated, rebated, set-off,
reduced, abrogated, terminated, waived, diminished, postponed or otherwise modified in any
manner or to any extent whatsoever while any Trust Bonds remain outstanding or any Loan
Repayments remain unpaid, for any reason, regardless of any contingency, act of God, event or
cause whatsoever, including (without limitation) any acts or circumstances that may constitute
failure of consideration, eviction or constructive eviction, the taking by eminent domain or
destruction of or damage to the Project or Environmental Infrastructure System, commercial
frustration of the purpose, any change in the laws of the United States of America or of the State
or any political subdivision of either or in the rules or regulations of any governmental authority,
any failure of the Trust or the Trustee to perform and observe any agreement, whether express or
implied, or any duty, liability or obligation arising out of or connected with the Project, this Loan
Agreement or the Bond Resolution, or any rights of set-off, recoupment, abatement or
counterclaim that the Borrower might otherwise have against the Trust, the Trustee or any other
party or parties; provided, however, that payments hereunder shall not constitute a waiver of any
such rights. The Borrower shall not be obligated to make any payments required to be made by
any other Borrowers under separate Loan Agreements or the Bond Resolution.
The Borrower acknowledges that payment of the Trust Bonds by the Trust, including
payment from moneys drawn by the Trustee from the Debt Service Reserve Fund (to the extent
the Trust establishes a Debt Service Reserve Fund pursuant to the Bond Resolution), does not
constitute payment of the amounts due under this Loan Agreement and the Borrower Bond. If at
any time the amount in the Debt Service Reserve Fund shall be less than the Debt Service
Reserve Requirement as the result of any transfer of moneys from the Debt Service Reserve
Fund to the Debt Service Fund (as all such terms are defined in the Bond Resolution) as the
result of a failure by the Borrower to make any Trust Bond Loan Repayments required
hereunder, the Borrower agrees to replenish (i) such moneys so transferred and (ii) any
deficiency arising from losses incurred in making such transfer as the result of the liquidation by
the Trust of Investment Securities (as defined in the Bond Resolution) acquired as an investment
of moneys in the Debt Service Reserve Fund, by making payments to the Trust in equal monthly
installments for the lesser of six (6) months or the remaining term of the Loan at an interest rate
to be determined by the Trust necessary to make up any loss caused by such deficiency.
The Borrower acknowledges that payment of the Trust Bonds from moneys that were
originally received by the Trustee from repayments by the Borrowers of loans made to the
Borrowers by the State, acting by and through the Department, pursuant to loan agreements
dated as of May 1, 2013 by and between the Borrowers and the State, acting by and through the
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Department, to finance or refinance a portion of the Costs of the Environmental Infrastructure
Facilities of the Borrowers, and which moneys were upon such receipt by the Trustee deposited
in the Trust Bonds Security Account (as defined in the Bond Resolution) does not constitute
payment of the amounts due under this Loan Agreement and the Borrower Bond.
SECTION 3.05.
Loan Agreement to Survive Bond Resolution and Trust Bonds.
The Borrower acknowledges that its duties, covenants, obligations and agreements hereunder
shall survive the discharge of the Bond Resolution applicable to the Trust Bonds and shall
survive the payment of the principal and redemption premium, if any, of and the interest on the
Trust Bonds until the Borrower can take no action or fail to take any action that could adversely
affect the exclusion from gross income of the interest on the Trust Bonds for purposes of federal
income taxation, at which time such duties, covenants, obligations and agreements hereunder
shall, except for those set forth in Sections 3.06(a) and (b) hereof, terminate.
SECTION 3.06.

Disclaimer of Warranties and Indemnification.

(a)
The Borrower acknowledges and agrees that (i) neither the Trust nor the Trustee
makes any warranty or representation, either express or implied, as to the value, design,
condition, merchantability or fitness for particular purpose or fitness for any use of the
Environmental Infrastructure System or the Project or any portions thereof or any other warranty
or representation with respect thereto; (ii) in no event shall the Trust or the Trustee or their
respective agents be liable or responsible for any incidental, indirect, special or consequential
damages in connection with or arising out of this Loan Agreement or the Project or the existence,
furnishing, functioning or use of the Environmental Infrastructure System or the Project or any
item or products or services provided for in this Loan Agreement; and (iii) to the fullest extent
permitted by law, the Borrower shall indemnify and hold the Trust and the Trustee harmless
against, and the Borrower shall pay any and all, liability, loss, cost, damage, claim, judgment or
expense of any and all kinds or nature and however arising and imposed by law, which the Trust
and the Trustee may sustain, be subject to or be caused to incur by reason of any claim, suit or
action based upon personal injury, death or damage to property, whether real, personal or mixed,
or upon or arising out of contracts entered into by the Borrower, the Borrower’s ownership of the
Environmental Infrastructure System or the Project, or the acquisition, construction or
installation of the Project.
(b)
It is mutually agreed by the Borrower, the Trust and the Trustee that the Trust and
its officers, agents, servants or employees shall not be liable for, and shall be indemnified and
saved harmless by the Borrower in any event from, any action performed under this Loan
Agreement and any claim or suit of whatsoever nature, except in the event of loss or damage
resulting from their own negligence or willful misconduct. It is further agreed that the Trustee
and its directors, officers, agents, servants or employees shall not be liable for, and shall be
indemnified and saved harmless by the Borrower in any event from, any action performed
pursuant to this Loan Agreement, except in the event of loss or damage resulting from their own
negligence or willful misconduct.
(c)
The Borrower and the Trust agree that all claims shall be subject to and governed
by the provisions of the New Jersey Contractual Liability Act, N.J.S.A. 59:13-1 et seq. (except
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for N.J.S.A. 59:13-9 thereof), although such Act by its express terms does not apply to claims
arising under contract with the Trust.
(d)
In connection with its obligation to provide the insurance required under Section
2.02(j) hereof: (i) the Borrower shall include, or cause to be included, the Trust and its directors,
employees and officers as additional “named insureds” on (A) any certificate of liability
insurance procured by the Borrower (or other similar document evidencing the liability insurance
coverage procured by the Borrower) and (B) any certificate of liability insurance procured by
any contractor or subcontractor for the Project, and from the later of the date of the Loan Closing
or the date of the initiation of construction of the Project until the date the Borrower receives the
written certificate of Project completion from the Trust, the Borrower shall maintain said liability
insurance covering the Trust and said directors, employees and officers in good standing; and (ii)
the Borrower shall include the Trust as an additional “named insured” on any certificate of
insurance providing against risk of direct physical loss, damage or destruction of the
Environmental Infrastructure System, and during the Loan Term the Borrower shall maintain
said insurance covering the Trust in good standing.
The Borrower shall provide the Trust with a copy of each of any such original,
supplemental, amendatory or reissued certificates of insurance (or other similar documents
evidencing the insurance coverage) required pursuant to this Section 3.06(d).
SECTION 3.07.
Option to Prepay Loan Repayments. The Borrower may prepay
the Trust Bond Loan Repayments, in whole or in part (but if in part, in the amount of $100,000
or any integral multiple thereof), upon prior written notice to the Trust and the Trustee not less
than ninety (90) days in addition to the number of days’ advance notice to the Trustee required
for any optional redemption of the Trust Bonds, and upon payment by the Borrower to the
Trustee of amounts that, together with investment earnings thereon, will be sufficient to pay the
principal amount of the Trust Bond Loan Repayments to be prepaid plus the Interest Portion
described in clause (ii) of the definition thereof on any such date of redemption; provided,
however, that, with respect to any prepayment other than those required by Section 3.03A hereof,
any such full or partial prepayment may only be made (i) if the Borrower is not then in arrears on
its Fund Loan, (ii) if the Borrower is contemporaneously making a full or partial prepayment of
the Fund Loan such that, after the prepayment of the Loan and the Fund Loan, the Trust, in its
sole discretion, determines that the interests of the owners of the Trust Bonds are not adversely
affected by such prepayments, and (iii) upon the prior written approval of the Trust. In addition,
if at the time of such prepayment the Trust Bonds may only be redeemed at the option of the
Trust upon payment of a premium, the Borrower shall add to its prepayment of Trust Bond Loan
Repayments an amount, as determined by the Trust, equal to such premium allocable to the Trust
Bonds to be redeemed as a result of the Borrower’s prepayment. Prepayments shall be applied
first to the Interest Portion that accrues on the portion of the Loan to be prepaid until such
prepayment date as described in clause (ii) of the definition thereof and then to principal
payments (including premium, if any) on the Loan in inverse order of their maturity.
SECTION 3.08.

Priority of Loan and Fund Loan.

(a)
The Borrower hereby acknowledges that, to the extent allowed by law or the
Borrower Bond Resolution, any Loan Repayments then due and payable on the Loan shall be
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satisfied by the Trustee before any loan repayments on the Borrower’s Fund Loan shall be
satisfied by the Trustee. The Borrower agrees not to interfere with any such action by the
Trustee.
(b)
The Borrower hereby acknowledges that in the event the Borrower fails or is
unable to pay promptly to the Trust in full any Trust Bond Loan Repayments under this Loan
Agreement when due, then any (i) Administrative Fee paid hereunder, (ii) late charges paid
hereunder, and (iii) loan repayments paid by the Borrower on its Fund Loan under the related
loan agreement therefor, any of which payments shall be received by the Trustee during the time
of any such Trust Bond Loan Repayment deficiency, shall be applied by the Trustee first to
satisfy such Trust Bond Loan Repayment deficiency as a credit against the obligations of the
Borrower to make payments of the Interest Portion under the Loan and the Borrower Bond,
second, to the extent available, to make Trust Bond Loan Repayments of principal hereunder and
payments of principal under the Borrower Bond, third, to the extent available, to pay the
Administrative Fee, fourth, to the extent available, to pay any late charges hereunder, fifth, to the
extent available, to satisfy the repayment of the Borrower’s Fund Loan under its related loan
agreement therefor, and finally, to the extent available, to satisfy the repayment of the
administrative fee under any such related loan agreement.
(c)
The Borrower hereby further acknowledges that any loan repayments paid by the
Borrower on its Fund Loan under the related loan agreement therefor shall be applied according
to the provisions of the Master Program Trust Agreement.
SECTION 3.09.
Approval of the New Jersey State Treasurer. The Borrower and
the Trust hereby acknowledge that prior to or simultaneously with the Loan Closing the New
Jersey State Treasurer, in satisfaction of the requirements of Section 9a of the Act, issued the
“Certificate of the New Jersey State Treasurer Regarding the Approval of the Trust Loan and the
Fund Loan” (the “Treasurer’s Certificate”). Pursuant to the terms of the Treasurer’s Certificate,
the New Jersey State Treasurer approved the Loan and the terms and conditions thereof as
established by the provisions of this Loan Agreement.
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ARTICLE IV
ASSIGNMENT OF LOAN AGREEMENT AND BORROWER BOND
SECTION 4.01.

Assignment and Transfer by Trust.

(a)
The Borrower hereby expressly acknowledges that, other than the provisions of
Section 2.02(d)(ii) hereof, the Trust’s right, title and interest in, to and under this Loan
Agreement and the Borrower Bond have been assigned to the Trustee as security for the Trust
Bonds as provided in the Bond Resolution, and that if any Event of Default shall occur, the
Trustee or any Bond Insurer (as such term may be defined in the Bond Resolution), if applicable,
pursuant to the Bond Resolution, shall be entitled to act hereunder in the place and stead of the
Trust. The Borrower hereby acknowledges the requirements of the Bond Resolution applicable
to the Trust Bonds and consents to such assignment and appointment. This Loan Agreement and
the Borrower Bond, including, without limitation, the right to receive payments required to be
made by the Borrower hereunder and to compel or otherwise enforce observance and
performance by the Borrower of its other duties, covenants, obligations and agreements
hereunder, may be further transferred, assigned and reassigned in whole or in part to one or more
assignees or subassignees by the Trustee at any time subsequent to their execution without the
necessity of obtaining the consent of, but after giving prior written notice to, the Borrower.
The Trust shall retain the right to compel or otherwise enforce observance and
performance by the Borrower of its duties, covenants, obligations and agreements under Section
2.02(d)(ii) hereof; provided, however, that in no event shall the Trust have the right to accelerate
the Borrower Bond in connection with the enforcement of Section 2.02(d)(ii) hereof.
(b)
The Borrower hereby approves and consents to any assignment or transfer of this
Loan Agreement and the Borrower Bond that the Trust deems to be necessary in connection with
any refunding of the Trust Bonds or the issuance of additional bonds under the Bond Resolution
or otherwise, all in connection with the pooled loan program of the Trust.
SECTION 4.02.
Assignment by Borrower. Neither this Loan Agreement nor the
Borrower Bond may be assigned by the Borrower for any reason, unless the following conditions
shall be satisfied: (i) the Trust and the Trustee shall have approved said assignment in writing;
(ii) the assignee shall have expressly assumed in writing the full and faithful observance and
performance of the Borrower’s duties, covenants, obligations and agreements under this Loan
Agreement and, to the extent permitted under applicable law, the Borrower Bond; (iii)
immediately after such assignment, the assignee shall not be in default in the observance or
performance of any duties, covenants, obligations or agreements of the Borrower under this Loan
Agreement or the Borrower Bond; and (iv) the Trust shall have received an opinion of Bond
Counsel to the effect that such assignment will not adversely affect the security of the holders of
the Trust Bonds or the exclusion of the interest on the Trust Bonds from gross income for
purposes of federal income taxation under Section 103(a) of the Code.
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ARTICLE V
EVENTS OF DEFAULT AND REMEDIES
SECTION 5.01.
Events of Default. If any of the following events occur, it is
hereby defined as and declared to be and to constitute an “Event of Default”:
(a)
failure by the Borrower to pay, or cause to be paid, any Trust Bond Loan
Repayment required to be paid hereunder when due, which failure shall continue for a period of
fifteen (15) days;
(b)
failure by the Borrower to make, or cause to be made, any required payments of
principal, redemption premium, if any, and interest on any bonds, notes or other obligations of
the Borrower issued under the Borrower Bond Resolution (other than the Loan and the Borrower
Bond) or otherwise secured by all or a portion of the property pledged under the Borrower Bond
Resolution, after giving effect to the applicable grace period;
(c)
failure by the Borrower to pay, or cause to be paid, the Administrative Fee or any
late charges incurred hereunder or any portion thereof when due or to observe and perform any
duty, covenant, obligation or agreement on its part to be observed or performed under this Loan
Agreement, other than as referred to in subsection (a) of this Section 5.01 or other than the
obligations of the Borrower contained in Section 2.02(d)(ii) hereof and in Exhibit F hereto,
which failure shall continue for a period of thirty (30) days after written notice, specifying such
failure and requesting that it be remedied, is given to the Borrower by the Trustee, unless the
Trustee shall agree in writing to an extension of such time prior to its expiration; provided,
however, that if the failure stated in such notice is correctable but cannot be corrected within the
applicable period, the Trustee may not unreasonably withhold its consent to an extension of such
time up to 120 days from the delivery of the written notice referred to above if corrective action
is instituted by the Borrower within the applicable period and diligently pursued until the Event
of Default is corrected;
(d)
any representation made by or on behalf of the Borrower contained in this Loan
Agreement, or in any instrument furnished in compliance with or with reference to this Loan
Agreement or the Loan, is false or misleading in any material respect;
(e)
a petition is filed by or against the Borrower under any federal or state bankruptcy
or insolvency law or other similar law in effect on the date of this Loan Agreement or thereafter
enacted, and/or any proceeding with respect to such petition and/or pursuant to any such law
shall occur or be pending (including, without limitation, the operation and administration of the
Borrower pursuant to any plan of reorganization approved and implemented under any such
law), unless in the case of any such petition filed against the Borrower or any such proceeding
such petition and such proceeding shall be dismissed within thirty (30) days after such filing and
such dismissal shall be final and not subject to appeal or the further jurisdiction of any court; or
the Borrower shall become insolvent or bankrupt or shall make an assignment for the benefit of
its creditors; or a custodian (including, without limitation, a receiver, liquidator or trustee of the
Borrower or any of its property) shall be appointed by court order or take possession of the
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Borrower or its property or assets if such order remains in effect or such possession continues for
more than thirty (30) days;
(f)

the Borrower shall generally fail to pay its debts as such debts become due; and

(g)
failure of the Borrower to observe or perform such additional duties, covenants,
obligations, agreements or conditions as are required by the Trust and specified in Exhibit F
attached hereto and made a part hereof.
SECTION 5.02.
Notice of Default. The Borrower shall give the Trustee and the
Trust prompt telephonic notice of the occurrence of any Event of Default referred to in Section
5.01(d) or (e) hereof and of the occurrence of any other event or condition that constitutes an
Event of Default at such time as any senior administrative or financial officer of the Borrower
becomes aware of the existence thereof.
SECTION 5.03.
Remedies on Default. Whenever an Event of Default referred to
in Section 5.01 hereof shall have occurred and be continuing, the Borrower acknowledges the
rights of the Trustee and of any Bond Insurer to direct any and all remedies in accordance with
the terms of the Bond Resolution, and the Borrower also acknowledges that the Trust shall have
the right to take, or to direct the Trustee to take, any action permitted or required pursuant to the
Bond Resolution and to take whatever other action at law or in equity may appear necessary or
desirable to collect the amounts then due and thereafter to become due hereunder or to enforce
the observance and performance of any duty, covenant, obligation or agreement of the Borrower
hereunder.
In addition, if an Event of Default referred to in Section 5.01(a) hereof shall have
occurred and be continuing, the Trust shall, to the extent allowed by applicable law and to the
extent and in the manner set forth in the Bond Resolution, have the right to declare, or to direct
the Trustee to declare, all Loan Repayments and all other amounts due hereunder (including,
without limitation, payments under the Borrower Bond) together with the prepayment premium,
if any, calculated pursuant to Section 3.07 hereof to be immediately due and payable, and upon
notice to the Borrower the same shall become due and payable without further notice or demand.
SECTION 5.04.
Attorneys’ Fees and Other Expenses. The Borrower shall on
demand pay to the Trust or the Trustee the reasonable fees and expenses of attorneys and other
reasonable expenses (including, without limitation, the reasonably allocated costs of in-house
counsel and legal staff) incurred by either of them in the collection of Trust Bond Loan
Repayments or any other sum due hereunder or in the enforcement of the observation or
performance of any other duties, covenants, obligations or agreements of the Borrower upon an
Event of Default.
SECTION 5.05.
Application of Moneys. Any moneys collected by the Trust or the
Trustee pursuant to Section 5.03 hereof shall be applied (a) first to pay any attorneys’ fees or
other fees and expenses owed by the Borrower pursuant to Section 5.04 hereof, (b) second, to the
extent available, to pay the Interest Portion then due and payable, (c) third, to the extent
available, to pay the principal due and payable on the Loan, (d) fourth, to the extent available, to
pay the Administrative Fee, any late charges incurred hereunder or any other amounts due and
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payable under this Loan Agreement, and (e) fifth, to the extent available, to pay the Interest
Portion and the principal on the Loan and other amounts payable hereunder as such amounts
become due and payable.
SECTION 5.06.
No Remedy Exclusive; Waiver; Notice. No remedy herein
conferred upon or reserved to the Trust or the Trustee is intended to be exclusive, and every such
remedy shall be cumulative and shall be in addition to every other remedy given under this Loan
Agreement or now or hereafter existing at law or in equity. No delay or omission to exercise any
right, remedy or power accruing upon any Event of Default shall impair any such right, remedy
or power or shall be construed to be a waiver thereof, but any such right, remedy or power may
be exercised from time to time and as often as may be deemed expedient. In order to entitle the
Trust or the Trustee to exercise any remedy reserved to it in this Article V, it shall not be
necessary to give any notice other than such notice as may be required in this Article V.
SECTION 5.07.
Retention of Trust’s Rights. Notwithstanding any assignment or
transfer of this Loan Agreement pursuant to the provisions hereof or of the Bond Resolution, or
anything else to the contrary contained herein, the Trust shall have the right upon the occurrence
of an Event of Default to take any action, including (without limitation) bringing an action
against the Borrower at law or in equity, as the Trust may, in its discretion, deem necessary to
enforce the obligations of the Borrower to the Trust pursuant to Section 5.03 hereof.
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ARTICLE VI
MISCELLANEOUS
SECTION 6.01.
Notices.
All notices, certificates or other communications
hereunder shall be sufficiently given and shall be deemed given when hand delivered or mailed
by registered or certified mail, postage prepaid, to the Borrower at the address specified in
Exhibit A-1 attached hereto and made a part hereof and to the Trust and the Trustee at the
following addresses:
(a)

Trust:
New Jersey Environmental Infrastructure Trust
3131 Princeton Pike
Building 6, Suite 201
Lawrenceville, New Jersey 08648
Attention: Executive Director

(b)

Trustee:
U.S. Bank National Association
21 South Street, 3rd Floor
Morristown, New Jersey 07960
Attention: Corporate Trust Department

Any of the foregoing parties may designate any further or different addresses to which
subsequent notices, certificates or other communications shall be sent by notice in writing given
to the others.
SECTION 6.02.
Binding Effect. This Loan Agreement shall inure to the benefit of
and shall be binding upon the Trust and the Borrower and their respective successors and
assigns.
SECTION 6.03.
Severability. In the event any provision of this Loan Agreement
shall be held illegal, invalid or unenforceable by any court of competent jurisdiction, such
holding shall not invalidate, render unenforceable or otherwise affect any other provision hereof.
SECTION 6.04.

Amendments, Supplements and Modifications.

(a)
Except as otherwise provided in this Section 6.04, this Loan Agreement may not
be amended, supplemented or modified without the prior written consent of the Trust and the
Borrower and without the satisfaction of all conditions set forth in Section 11.12 of the Bond
Resolution. Notwithstanding the conditions set forth in Section 11.12 of the Bond Resolution, (i)
Section 2.02(p) hereof may be amended, supplemented or modified upon the written consent of
the Trust and the Borrower and without the consent of the Trustee, any Bond Insurer or any
holders of the Trust Bonds, and (ii) Exhibit H hereto may be amended, supplemented or
modified prior to the execution and delivery thereof as the Trust, in its sole discretion, shall
determine to be necessary, desirable or convenient for the purpose of satisfying Rule 15c2-12
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and the purpose and intent thereof as Rule 15c2-12, its purpose and intent may hereafter be
interpreted from time to time by the SEC or any court of competent jurisdiction, and such
amendment, supplement or modification shall not require the consent of the Borrower, the
Trustee, any Bond Insurer or any holders of the Trust Bonds.
SECTION 6.05.
Execution in Counterparts. This Loan Agreement may be
executed in several counterparts, each of which shall be an original and all of which shall
constitute but one and the same instrument.
SECTION 6.06.
Applicable Law and Regulations. This Loan Agreement shall be
governed by and construed in accordance with the laws of the State, including the Act and the
Regulations, which Regulations are, by this reference thereto, incorporated herein as part of this
Loan Agreement.
SECTION 6.07.
Consents and Approvals. Whenever the written consent or
approval of the Trust shall be required under the provisions of this Loan Agreement, such
consent or approval may only be given by the Trust unless otherwise provided by law or by
rules, regulations or resolutions of the Trust or unless expressly delegated to the Trustee and
except as otherwise provided in Section 6.09 hereof.
SECTION 6.08.
Captions. The captions or headings in this Loan Agreement are
for convenience only and shall not in any way define, limit or describe the scope or intent of any
provisions or sections of this Loan Agreement.
SECTION 6.09.
Benefit of Loan Agreement; Compliance with Bond Resolution.
This Loan Agreement is executed, among other reasons, to induce the purchase of the Trust
Bonds. Accordingly, all duties, covenants, obligations and agreements of the Borrower herein
contained are hereby declared to be for the benefit of and are enforceable by the Trust, the
holders of the Trust Bonds and the Trustee. The Borrower covenants and agrees to observe and
comply with, and to enable the Trust to observe and comply with, all duties, covenants,
obligations and agreements contained in the Bond Resolution.
SECTION 6.10.
Further Assurances. The Borrower shall, at the request of the
Trust, authorize, execute, attest, acknowledge and deliver such further resolutions, conveyances,
transfers, assurances, financing statements and other instruments as may be necessary or
desirable for better assuring, conveying, granting, assigning and confirming the rights, security
interests and agreements granted or intended to be granted by this Loan Agreement and the
Borrower Bond.
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IN WITNESS WHEREOF, the Trust and the Borrower have caused this Loan
Agreement to be executed, sealed and delivered as of the date first above written.
NEW JERSEY ENVIRONMENTAL
INFRASTRUCTURE TRUST

[SEAL]

By:
Warren H. Victor
Chairman

ATTEST:

David E. Zimmer
Assistant Secretary

[NAME OF BORROWER]
[SEAL]
By:
ATTEST:

Authorized Officer

Authorized Officer

[signature page]

SCHEDULE A
Certain Additional Loan Agreement Provisions

S-1

EXHIBIT A-1
Description of Project and Environmental Infrastructure System

A-1

EXHIBIT A-2
Description of Loan

A-2

EXHIBIT B
Basis for Determination of Allowable Project Costs

B-1

EXHIBIT C
Estimated Disbursement Schedule

C-1

EXHIBIT D
Specimen Borrower Bond

D-1

(Except for assignment page, to be supplied by Borrower’s
bond counsel in substantially the following form)
IMPORTANT NOTE: The next three pages set forth the form of the Borrower Bond
prepared by the Trust’s Bond Counsel for municipal/county Borrowers. Although the Trust
recognizes that each corporate Borrower has its own bond form as required pursuant to its
Borrower Bond Resolution, please incorporate in the bond form the pertinent information from
this municipal/county bond form (e.g., amounts payable under the Borrower Bond set forth in the
first paragraph, assignment in the second paragraph, disbursement language in the third
paragraph, unconditional obligation in the fourth paragraph, optional prepayment provisions in
the fifth paragraph and the date of the Borrower Bond). To the extent that you do not have an
existing Bond Resolution, the pledge under your Bond Resolution should be drafted to constitute
a general obligation pledge of (i) all the gross revenues of the company and (ii) any specific
property (e.g. mortgage) or other security pledged for this transaction (e.g. letter of credit).

SEE IMPORTANT NOTE ON PRIOR PAGE
FOR VALUE RECEIVED, [the] [NAME OF BORROWER], a corporation duly
created and validly existing under the Constitution and laws of the State (the “Borrower”),
hereby promises to pay to the order of the New Jersey Environmental Infrastructure Trust (the
“Trust”) (i) the principal amount of __________________________ Dollars ($__________), or
such lesser amount as shall be determined in accordance with Section 3.01 of the Loan
Agreement (as hereinafter defined), at the times and in the amounts determined as provided in
the Loan Agreement, together with (ii) Interest on the Loan constituting the Interest Portion, the
Administrative Fee and any late charges incurred under the Loan Agreement (as such terms are
defined in the Loan Agreement) in the amount calculated as provided in the Loan Agreement,
payable on the days and in the amounts and as provided in the Loan Agreement, which principal
amount and Interest Portion of the Interest on the Loan shall, unless otherwise provided in the
Loan Agreement, be payable on the days and in the amounts as also set forth in Exhibit A
attached hereto under the column headings respectively entitled “Principal” and “Interest”, plus
(iii) any other amounts due and owing under the Loan Agreement at the times and in the amounts
as provided therein. The Borrower unconditionally and irrevocably promises, in accordance with
the terms of and to the extend provided in the Borrower Bond Resolution (as defined in the Loan
Agreement) to pay in full and when due the principal of and the Interest on this Borrower Bond
(as defined in the Loan Agreement) and all other amounts due under this Borrower Bond and the
Loan Agreement according to their respective terms.
This Borrower Bond is issued pursuant to the Loan Agreement dated as of May 1, 2013
by and between the Trust and the Borrower (the “Loan Agreement”). This Borrower Bond is
issued in consideration of the loan made under the Loan Agreement (the “Loan”) to evidence the
payment obligations of the Borrower set forth in the Loan Agreement. This Borrower Bond has
been assigned to U.S. Bank National Asosciation, as trustee (the “Trust’s Trustee”) under the
“Environmental Infrastructure Bond Resolution, Series 2013[__]”, adopted by the Trust on
March __, 2013, as the same may be amended and supplemented in accordance with the terms
thereof (the “Bond Resolution”), and payments hereunder shall, except as otherwise provided in
the Loan Agreement, be made directly to the Trust’s Trustee for the account of the Trust
pursuant to such assignment. Such assignment has been made as security for the payment of the
Trust Bonds (as defined in the Loan Agreement) issued to finance or refinance the Loan and as
otherwise described in the Loan Agreement. This Borrower Bond is subject to further
assignment or endorsement in accordance with the terms of the Bond Resolution and the Loan
Agreement. All of the terms, conditions and provisions of the Loan Agreement are, by this
reference thereto, incorporated herein as part of this Borrower Bond.
Pursuant to the Loan Agreement, disbursements shall be made by the Trustee to the
Borrower, in accordance with written instructions of the Trust, upon receipt by the Trust and the
Trust’s Trustee of requisitions from the Borrower executed and delivered in accordance with the
requirements set forth in Section 3.02 of the Loan Agreement.
This Borrower Bond is entitled to the benefits and is subject to the conditions of the Loan
Agreement. The obligations of the Borrower to make the payments required hereunder shall be
absolute and unconditional, without any defense or right of set-off, counterclaim or recoupment

by reason of any default by the Trust under the Loan Agreement or under any other agreement
between the Borrower and the Trust or out of any indebtedness or liability at any time owing to
the Borrower by the Trust or for any other reason.
This Borrower Bond is subject to optional prepayment under the terms and conditions,
and in the amounts, provided in Section 3.07 of the Loan Agreement. To the extent allowed by
applicable law, this Borrower Bond may be subject to acceleration under the terms and
conditions, and in the amounts, provided in Section 5.03 of the Loan Agreement.
IN WITNESS WHEREOF, the Borrower has caused this Borrower Bond to be duly
executed, sealed and delivered as of May _, 2013.
[NAME OF BORROWER]
[SEAL]
By:________________________
ATTEST:

____________________________

New Jersey Environmental Infrastructure Trust hereby assigns the foregoing Borrower
Bond to U.S. Bank national Association, as the Trust’s Trustee under the “Environmental
Infrastructure Bond Resolution, Series 2013[__]”, adopted on March __, 2013, as amended and
supplemented, all as of the date of this Borrower Bond, as security for the Trust Bonds issued or
to be issued under the Bond Resolution to finance or refinance the Project Fund (as defined in
the Bond Resolution).
NEW JERSEY ENVIRONMENTAL
INFRASTRUCTURE TRUST
[SEAL]
ATTEST:

____________________________
David E. Zimmer
Assistant Secretary

By:________________________
Warren H. Victor
Chairman

EXHIBIT E
Opinions of Borrower’s Bond Counsel and General Counsel
See Closing Item ____
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[LETTERHEAD OF COUNSEL TO BORROWER]
May _, 2013
New Jersey Environmental Infrastructure Trust
3131 Princeton Pike
Building 6, Suite 201
Lawrenceville, New Jersey 08648
U.S. Bank National Association
21 South Street, 3rd Floor
Morristown, New Jersey 07960
Attention: Corporate Trust Department
Ladies and Gentlemen:
We have acted as counsel to [the] [Name of Borrower], a corporation duly organized and
validly existing under the laws of the State of New Jersey (the “Borrower”), which has entered
into a Loan Agreement (as hereinafter defined) with the New Jersey Environmental
Infrastructure Trust (the “Trust”), and have acted as such in connection with the authorization,
execution, attestation and delivery by the Borrower of its Loan Agreement and Borrower Bond
(as hereinafter defined) pursuant to the New Jersey Business Corporation Act, P.L. 1968, c. 263,
as amended (the “Business Corporation Law”), and a [bond resolution] [indenture] of the
Borrower [adopted on] [dated] [DATE] and entitled “TITLE]” as amended and supplemented,
including by a supplemental [resolution] [indenture] [adopted on] [dated] [DATE] and entitled
“[TITLE]” such [resolutions] [indentures] shall be collectively referred to herein as the
“Resolution”). All capitalized terms used but not defined herein shall have the meanings
ascribed to such terms in the Loan Agreement.
In so acting, we have examined the Constitution and laws of the State of New Jersey,
including, without limitation, the Business Corporation Law, and the certificate of incorporation
and by-laws of the Borrower. We have also examined originals, or copies certified or otherwise
identified to our satisfaction, of the following:
(a)
the Trust’s “Environmental Infrastructure Bond Resolution, Series 2013[__]”
adopted by the Board of Directors of the Trust on March __, 2013;
(b)
the Loan Agreement dated as of May 1, 2013 (the “Loan Agreement”) by and
between the Trust and the Borrower;
(c)
the proceedings of the board of directors of the Borrower relating to the approval
of the Loan Agreement and the execution, attestation and delivery thereof on behalf of the
Borrower and the authorization of the undertaking and completion of the Project;
(d)
the Borrower Bond dated May _, 2013 (the “Borrower Bond”) issued by the
Borrower to the Trust to evidence the Loan; and

New Jersey Environmental Infrastructure Trust
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the proceedings (together with the proceedings referred to in clause (c) above and
Section 5 below, the “Proceedings”) of the board of directors of the Borrower, including, without
limitation, the Resolution, relating to the authorization of the Borrower Bond and the sale,
execution, attestation, authentication and delivery thereof to the Trust (the Loan Agreement and
the Borrower Bond are referred to herein collectively as the “Loan Documents”).
We have also examined and relied upon originals, or copies certified or otherwise
authenticated to our satisfaction, of such other records, documents, certificates and other
instruments, and have made such investigation of law as in our judgment we have deemed
necessary or appropriate, to enable us to render the opinions expressed below.
We are of the opinion that:
1.
The Borrower is a corporation duly created and validly existing under and
pursuant to the Constitution and statutes of the State of New Jersey, including the Borrower
Enabling Act, with the legal right to carry on the Business Corporation Law, with the legal right
to carry on the business of its Environmental Infrastructure System as currently being conducted
and as proposed to be conducted.
2.
The Borrower has full legal right and authority to execute, attest and deliver the
Loan Documents, to sell the Borrower Bond to the Trust, to cause the authentication of the
Borrower Bond, to observe and perform its duties, covenants, obligations and agreements under
the Loan Documents and to undertake and complete the Project.
3.
The acting officers of the Borrower who are contemporaneously herewith
performing or have previously performed any action contemplated in the Loan Agreement are,
and at the time any such action was performed were, the duly appointed or elected officers of the
Borrower empowered by applicable New Jersey law and authorized by resolution of the
Borrower to perform such actions.
4.
In accordance with the terms of the Resolution and to the extent provided in the
Resolution, the Borrower has unconditionally and irrevocably promised to make the Loan
Repayments and pay all other amounts due under the Loan Documents.
5.
The proceedings of the Borrower’s board of directors (i) approving the Loan
Documents, (ii) authorizing their execution, attestation and delivery on behalf of the Borrower,
(iii) with respect to the Borrower Bond only, authorizing its sale by the Borrower to the Trust
and authorizing its authentication on behalf of the Borrower, (iv) authorizing the Borrower to
consummate the transactions contemplated by the Loan Documents, (v) authorizing the
Borrower to undertake and complete the Project, [(vi) authorizing the approval of the inclusion
in the Official Statement of the Borrower Appendices,] and (vi) [(vii)] authorizing the execution
and delivery of all other certificates, agreements, documents and instruments in connection with
the execution, attestation and delivery of the Loan Documents, [including, without limitation, the
designation of the Borrower Appendices portion of the Preliminary Official Statement as
“deemed final” for the purposes and within the meaning of Rule 15c2-12(b)(1) of the Securities
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Commission,] have each been duly and lawfully adopted and authorized in accordance with
applicable law and applicable resolutions of the Borrower, including, without limitation, the
Resolution, the other Proceedings, and the Business Corporation Law, which Proceedings
constitute all of the actions necessary to be taken by the Borrower to authorize its actions
contemplated by clauses (i) through (vi) [(vii)] above and which Proceedings, including, without
limitation, the Resolution, were duly adopted in accordance with applicable New Jersey law at a
meeting or meetings duly called and held in accordance with applicable New Jersey law and at
which quorums were present and acting throughout.
6.
The Loan Documents have been duly authorized, executed, attested and delivered
by the Authorized Officers of the Borrower, the Borrower Bond has been duly sold by the
Borrower to the Trust, and the Borrower Bond has been duly authenticated by the trustee or
paying agent under the Resolution, if applicable; and assuming in the case of the Loan
Agreement that the Trust has the requisite power and authority to authorize, execute, attest and
deliver, and has duly authorized, executed, attested and delivered, the Loan Agreement, the Loan
Documents constitute the legal, valid and binding obligations of the Borrower, enforceable
against the Borrower in accordance with their respective terms, subject, however, to the effect of,
and to restrictions and limitations imposed by or resulting from, bankruptcy, insolvency,
moratorium, reorganization or other similar laws affecting creditors’ rights generally. No
opinion is rendered as to the availability of any particular remedy.
7.
The authorization, execution, attestation and delivery of the Loan Documents by
the Borrower and, in the case of the Borrower Bond only, the authentication thereof by the
trustee or paying agent under the Resolution and the sale thereof to the Trust, the observation and
performance by the Borrower of its duties, covenants, obligations and agreements thereunder, the
consummation of the transactions contemplated therein, and the undertaking and completion of
the Project do not and will not (i) result in any breach of any of the terms, conditions or
provisions of, or (ii) constitute a default under, any existing resolution, outstanding debt or lease
obligation, trust agreement, indenture, mortgage, deed of trust, loan agreement or other
instrument to which the Borrower is a party or by which the Borrower, its Environmental
Infrastructure System or any of its properties or assets may be bound, nor will such action result
in any violation of the provisions of the charter or other document pursuant to which the
Borrower was established or any laws, ordinances, injunctions, judgments, decrees, rules,
regulations or existing orders of any court or governmental or administrative agency, authority or
person to which the Borrower, its Environmental Infrastructure System or its properties or
operations is subject.
8.
All approvals, consents or authorizations of, or registrations of or filings with, any
governmental or public agency, authority or person required to date on the part of the Borrower
in connection with the authorization, execution, attestation, delivery and performance of the
Loan Documents, the sale of the Borrower Bond and the undertaking and completion of the
Project have been obtained or made.
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There is no litigation or other proceeding pending or, to our knowledge, after due
inquiry, threatened in any court or other tribunal of competent jurisdiction (either state or
federal) (i) questioning the creation, organization or existence of the Borrower, (ii) questioning
the validity, legality or enforceability of the Resolution, the Loan or the Loan Documents, (iii)
questioning the undertaking or completion of the Project, (iv) otherwise challenging the
Borrower's ability to consummate the transactions contemplated by the Loan or the Loan
Documents, or (v) that, if adversely decided, would have a materially adverse impact on the
financial condition of the Borrower.
10.
The Borrower has no bonds, notes or other debt obligations outstanding that are
superior or senior to the Borrower Bond as to lien on, and source and security for payment
thereof from, the revenues of the Borrower.
11.
To the best of our knowledge, upon due inquiry, (i) all representations made by
the Borrower contained within subsections (f) and (h) of Section 2.02 and, if applicable, Exhibit
F of the Loan Agreement are true, accurate and complete, and (ii) all expectations contained
therein are reasonable, and we know of no reason why the Borrower would be unable to comply
on a continuing basis with the covenants contained within subsections (f) and (h) of Section 2.02
and, if applicable, Exhibit F of the Loan Agreement.
12.
Assuming that (i) the Borrower complies on a continuing basis with the covenants
contained in subsections (f) and (h) of Section 2.02 and, if applicable, Exhibit F of the Loan
Agreement, (ii) interest on the Trust Bonds is otherwise excluded from gross income of the
holders thereof for federal income tax purposes under the Internal Revenue Code of 1986, as
amended, and (iii) the proceeds of the Trust Bonds loaned to the Borrower represent all of the
proceeds of the Trust Bonds, the application of the proceeds of the Loan for their intended
purposes will not adversely affect the exclusion from gross income for federal income tax
purposes of the interest on the Trust Bonds.
We hereby authorize McCarter & English, LLP, acting as bond counsel to the Trust, and
the Attorney General of the State of New Jersey, acting as general counsel to the Trust, to rely on
this opinion as if we had addressed this opinion to them in addition to you.
Very truly yours,

EXHIBIT F
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F-1
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NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST LOAN AGREEMENT
THIS LOAN AGREEMENT, made and entered into as of May 1, 2013, by and between
the NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST, a public body corporate
and politic with corporate succession, and the Borrower (capitalized terms used in this Loan
Agreement shall have, unless the context otherwise requires, the meanings ascribed thereto in
Section 1.01 hereof);
WITNESSETH THAT:
WHEREAS, the Trust, in accordance with the Act, the Bond Resolution and a financial
plan approved by the State Legislature in accordance with Sections 22 and 22.1 of the Act, will
issue its Trust Bonds on or prior to the Loan Closing for the purpose of making the Loan to the
Borrower and the Loans to the Borrowers from the proceeds of the Trust Bonds to finance a
portion of the Costs of Environmental Infrastructure Facilities;
WHEREAS, the Borrower has, in accordance with the Act and the Regulations, made
timely application to the Trust for a Loan to finance a portion of the Costs of the Project;
WHEREAS, the State Legislature, in accordance with Sections 20 and 20.1 of the Act,
has in the form of an appropriations act approved a project priority list that includes the Project
and that authorizes an expenditure of proceeds of the Trust Bonds to finance a portion of the
Costs of the Project;
WHEREAS, the Trust has approved the Borrower’s application for a Loan from
available proceeds of the Trust Bonds to finance a portion of the Costs of the Project;
WHEREAS, in accordance with the applicable Bond Act (as defined in the Fund Loan
Agreement), and the Regulations, the Borrower has been awarded a Fund Loan for a portion of
the Costs of the Project; and
WHEREAS, the Borrower, in accordance with the Act, the Regulations, the Borrower
Enabling Act and the Local Authorities Fiscal Control Law, will issue a Borrower Bond to the
Trust evidencing said Loan at the Loan Closing.
NOW, THEREFORE, for and in consideration of the award of the Loan by the Trust,
the Borrower agrees to complete the Project and to perform under this Loan Agreement in
accordance with the conditions, covenants and procedures set forth herein and attached hereto as
part hereof, as follows:

ARTICLE I
DEFINITIONS
SECTION 1.01.

Definitions.

(a)
The following terms as used in this Loan Agreement shall, unless the context
clearly requires otherwise, have the following meanings:
“Act” means the “New Jersey Environmental Infrastructure Trust Act”, constituting
Chapter 334 of the Pamphlet Laws of 1985 of the State (codified at N.J.S.A. 58:11B-1 et seq.),
as the same may from time to time be amended and supplemented.
“Administrative Fee” means that portion of Interest on the Loan or Interest on the
Borrower Bond payable hereunder as an annual fee of up to four-tenths of one percent (.40%) of
the initial principal amount of the Loan or such lesser amount, if any, as may be authorized by
any act of the State Legislature and as the Trust may approve from time to time.
“Authorized Officer” means, in the case of the Borrower, any person or persons
authorized pursuant to a resolution of the governing body of the Borrower to perform any act or
execute any document relating to the Loan, the Borrower Bond or this Loan Agreement.
“Bond Counsel” means a law firm appointed or approved by the Trust, as the case may
be, having a reputation in the field of municipal law whose opinions are generally acceptable by
purchasers of municipal bonds.
“Borrower Bond” means the revenue bond authorized, executed, attested and delivered
by the Borrower to the Trust and authenticated on behalf of the Borrower to evidence the Loan, a
specimen of which is attached hereto as Exhibit D and made a part hereof.
“Borrowers” means any other Local Government Unit or Private Entity (as such terms
are defined in the Regulations) authorized to construct, operate and maintain Environmental
Infrastructure Facilities that have entered into Loan Agreements with the Trust pursuant to which
the Trust will make Loans to such recipients from moneys on deposit in the Project Fund,
excluding the Project Loan Account.
“Code” means the Internal Revenue Code of 1986, as the same may from time to time be
amended and supplemented, including any regulations promulgated thereunder, any successor
code thereto and any administrative or judicial interpretations thereof.
“Costs” means those costs that are eligible, reasonable, necessary, allocable to the
Project and permitted by generally accepted accounting principles, including Allowances and
Building Costs (as defined in the Regulations), as shall be determined on a project-specific basis
in accordance with the Regulations as set forth in Exhibit B hereto, as the same may be amended
by subsequent eligible costs as evidenced by a certificate of an authorized officer of the Trust.
“Debt Service Reserve Fund” means the Debt Service Reserve Fund, if any, as defined
in the Bond Resolution.
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“Department” means the New Jersey Department of Environmental Protection
“Environmental Infrastructure Facilities” means Wastewater Treatment Facilities,
Stormwater Management Facilities or Water Supply Facilities (as such terms are defined in the
Regulations).
“Environmental Infrastructure System” means the Environmental Infrastructure
Facilities of the Borrower, including the Project, described in Exhibit A-1 attached hereto and
made a part hereof for which the Borrower is borrowing the Loan under this Loan Agreement.
“Event of Default” means any occurrence or event specified in Section 5.01 hereof.
“Excess Project Funds” shall have the meaning set forth in Section 3.03A hereof.
“Fund Loan” means the loan made to the Borrower by the State, acting by and through
the Department, pursuant to the Fund Loan Agreement dated as of May 1, 2013 by and between
the Borrower and the State, acting by and through the Department, to finance or refinance a
portion of the Costs of the Project.
“Fund Loan Agreement” means the loan agreement dated as of May 1, 2013 by and
between the Borrower and the State, acting by and through the Department, regarding the terms
and conditions of the Fund Loan.
“Interest on the Loan” or “Interest on the Borrower Bond” means the sum of (i) the
Interest Portion, (ii) the Administrative Fee, and (iii) any late charges incurred hereunder.
“Interest Portion” means that portion of Interest on the Loan or Interest on the Borrower
Bond payable hereunder that is necessary to pay the Borrower’s proportionate share of interest
on the Trust Bonds (i) as set forth in Exhibit A-2 hereof under the column heading entitled
“Interest”, or (ii) with respect to any prepayment of Trust Bond Loan Repayments in accordance
with Section 3.07 or 5.03 hereof, to accrue on any principal amount of Trust Bond Loan
Repayments to the date of the optional redemption or acceleration, as the case may be, of the
Trust Bonds allocable to such prepaid or accelerated Trust Bond Loan Repayment.
“Loan” means the loan made by the Trust to the Borrower to finance or refinance a
portion of the Costs of the Project pursuant to this Loan Agreement, as further described in
Schedule A attached hereto.
“Loan Agreement” means this Loan Agreement, including Schedule A and the Exhibits
attached hereto, as it may be supplemented, modified or amended from time to time in
accordance with the terms hereof and of the Bond Resolution.
“Loan Agreements” means any other loan agreements entered into by and between the
Trust and one or more of the Borrowers pursuant to which the Trust will make Loans to such
Borrowers from moneys on deposit in the Project Fund, excluding the Project Loan Account,
financed with the proceeds of the Trust Bonds.

-3-

“Loan Closing” means the date upon which the Trust shall issue and deliver the Trust
Bonds and the Borrower shall deliver its Borrower Bond, as previously authorized, executed,
attested and authenticated, to the Trust.
“Loan Repayments” means the sum of (i) Trust Bond Loan Repayments, (ii) the
Administrative Fee, and (iii) any late charges incurred hereunder.
“Loan Term” means the term of this Loan Agreement provided in Sections 3.01 and
3.03 hereof and in Exhibit A-2 attached hereto and made a part hereof.
“Loans” means the loans made by the Trust to the Borrowers under the Loan
Agreements from moneys on deposit in the Project Fund, excluding the Project Loan Account.
“Local Authorities Fiscal Control Law” means the “Local Authorities Fiscal Control
Law”, constituting Chapter 313 of the Pamphlet Laws of 1983 of the State (codified at N.J.S.A.
40A:5A-1 et seq.), as the same may from time to time be amended and supplemented.
“Master Program Trust Agreement” means that certain Master Program Trust
Agreement, dated as of November 1, 1995, by and among the Trust, the State, United States
Trust Company of New York, as Master Program Trustee thereunder, The Bank of New York
(NJ), in several capacities thereunder, and First Fidelity Bank, N.A. (predecessor to Wachovia
Bank, National Association), in several capacities thereunder, as supplemented by that certain
Agreement of Resignation of Outgoing Master Program Trustee, Appointment of Successor
Master Program Trustee and Acceptance Agreement, dated as of November 1, 2001, by and
among United States Trust Company of New York, as Outgoing Master Program Trustee, State
Street Bank and Trust Company, N.A. (predecessor to U.S. Bank Trust National Association), as
Successor Master Program Trustee, and the Trust, as the same may be amended and
supplemented from time to time in accordance with its terms.
“Official Statement” means the Official Statement relating to the issuance of the Trust
Bonds.
“Preliminary Official Statement” means the Preliminary Official Statement relating to
the issuance of the Trust Bonds.
“Prime Rate” means the prevailing commercial interest rate announced by the Trustee
from time to time in the State as its prime lending rate.
“Project” means the Environmental Infrastructure Facilities of the Borrower described in
Exhibit A-1 attached hereto and made a part hereof, which constitutes a project for which the
Trust is permitted to make a loan to the Borrower pursuant to the Act, the Regulations and the
Bond Resolution, all or a portion of the Costs of which is financed or refinanced by the Trust
through the making of the Loan under this Loan Agreement and which may be identified under
either the Drinking Water or Clean Water Project Lists with the Project Number specified in
Exhibit A-1 attached hereto.
“Project Fund” means the Project Fund as defined in the Bond Resolution.
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“Project Loan Account” means the project loan account established on behalf of the
Borrower in the Project Fund in accordance with the Bond Resolution to finance all or a portion
of the Costs of the Project.
“Regulations” means the rules and regulations, as applicable, now or hereafter
promulgated under N.J.A.C. 7:22-3 et seq., 7:22-4 et seq., 7:22-5 et seq., 7:22-6 et seq., 7:22-7 et
seq., 7:22-8 et seq., 7:22-9 et seq. and 7:22-10 et seq., as the same may from time to time be
amended and supplemented.
“State” means the State of New Jersey.
“Trust” means the New Jersey Environmental Infrastructure Trust, a public body
corporate and politic with corporate succession duly created and validly existing under and by
virtue of the Act.
“Trust Bond Loan Repayments” means the repayments of the principal amount of the
Loan plus the payment of any premium associated with prepaying the principal amount of the
Loan in accordance with Section 3.07 hereof plus the Interest Portion.
“Trust Bonds” means bonds authorized by Section 2.03 of the Bond Resolution,
together with any refunding bonds authenticated and delivered pursuant to Section 2.04 of the
Bond Resolution, in each case issued in order to finance (i) the portion of the Loan deposited in
the Project Loan Account, (ii) the portion of the Loans deposited in the balance of the Project
Fund, (iii) any capitalized interest related to such bonds, (iv) a portion of the costs of issuance
related to such bonds, and (v) that portion of the Debt Service Reserve Fund (to the extent the
Trust establishes a Debt Service Reserve Fund pursuant to the Bond Resolution), if any,
allocable to the Loan or Loans, as the case may be, a portion of which includes the funding of
reserve capacity, if applicable, for the Environmental Infrastructure Facilities of the Borrower or
Borrowers, as the case may be, or to refinance any or all of the above.
“Trustee” means, initially, U.S. Bank National Association, the Trustee appointed by the
Trust and its successors as Trustee under the Bond Resolution, as provided in Article X of the
Bond Resolution.
(b)
In addition to the capitalized terms defined in subsection (a) of this Section 1.01,
certain additional capitalized terms used in this Loan Agreement shall, unless the context clearly
requires otherwise, have the meanings ascribed to such additional capitalized terms in Schedule
A attached hereto and made a part hereof.
(c)
Except as otherwise defined herein or where the context otherwise requires, words
importing the singular number shall include the plural number and vice versa, and words
importing persons shall include firms, associations, corporations, agencies and districts. Words
importing one gender shall include the other gender.
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ARTICLE II
REPRESENTATIONS AND COVENANTS OF BORROWER
SECTION 2.01.
Representations of Borrower. The Borrower represents for the
benefit of the Trust, the Trustee and the holders of the Trust Bonds as follows:
(a)

Organization and Authority.

(i)
The Borrower is an Entity duly created and validly existing under and
pursuant to the Constitution and statutes of the State, including the Borrower Enabling
Act, and is subject to the Local Authorities Fiscal Control Law.
(ii)
The acting officials of the Borrower who are contemporaneously herewith
performing or have previously performed any action contemplated in this Loan
Agreement either are or, at the time any such action was performed, were the duly
appointed or elected officials of such Borrower empowered by applicable State law and,
if applicable, authorized by resolution of the Borrower to perform such actions. To the
extent any such action was performed by an official no longer the duly acting official of
such Borrower, all such actions previously taken by such official are still in full force and
effect.
(iii) The Borrower has full legal right and authority and all necessary licenses
and permits required as of the date hereof to own, operate and maintain its Environmental
Infrastructure System, to carry on its activities relating thereto, to execute, attest and
deliver this Loan Agreement and the Borrower Bond, to authorize the authentication of
the Borrower Bond, to sell the Borrower Bond to the Trust, to undertake and complete
the Project and to carry out and consummate all transactions contemplated by this Loan
Agreement.
(iv)
The proceedings of the Borrower’s governing body approving this Loan
Agreement and the Borrower Bond, authorizing the execution, attestation and delivery of
this Loan Agreement and the Borrower Bond, authorizing the sale of the Borrower Bond
to the Trust, authorizing the authentication of the Borrower Bond on behalf of the
Borrower and authorizing the Borrower to undertake and complete the Project, including,
without limitation, the Borrower Bond Resolution (collectively, the “Proceedings”), were
duly published in accordance with applicable State law, and have been duly and lawfully
adopted in accordance with the Borrower Enabling Act, the Local Authorities Fiscal
Control Law and other applicable State law at a meeting or meetings that were duly
called pursuant to necessary public notice and held in accordance with applicable State
law and at which quorums were present and acting throughout.
(v)
By official action of the Borrower taken prior to or concurrent with the
execution and delivery hereof, including, without limitation, the Proceedings, the
Borrower has duly authorized, approved and consented to all necessary action to be taken
by the Borrower for: (A) the execution, attestation, delivery and performance of this
Loan Agreement and the transactions contemplated hereby; (B) the issuance of the
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Borrower Bond and the sale thereof to the Trust upon the terms set forth herein; (C) the
approval of the inclusion, if such inclusion is deemed necessary in the sole discretion of
the Trust, in the Preliminary Official Statement and the Official Statement of all
statements and information relating to the Borrower set forth in “APPENDIX B” thereto
(the “Borrower Appendices”) and any amendment thereof or supplement thereto; and (D)
the execution, delivery and due performance of any and all other certificates, agreements
and instruments that may be required to be executed, delivered and performed by the
Borrower in order to carry out, give effect to and consummate the transactions
contemplated by this Loan Agreement, including, without limitation, the designation of
the Borrower Appendices portion of the Preliminary Official Statement, if any, as
“deemed final” for the purposes and within the meaning of Rule 15c2-12 (“Rule 15c212”) of the Securities and Exchange Commission (“SEC”) promulgated under the
Securities Exchange Act of 1934, as amended or supplemented, including any successor
regulation or statute thereto.
(vi)
See Section 2.01(a)(vi) as set forth in Schedule A attached hereto, made a
part hereof and incorporated in this Section 2.01(a) by reference as if set forth in full
herein.
(b)
Full Disclosure. There is no fact that the Borrower has not disclosed to the Trust
in writing on the Borrower’s application for the Loan or otherwise that materially adversely
affects or (so far as the Borrower can now foresee) that will materially adversely affect the
properties, activities, prospects or condition (financial or otherwise) of the Borrower or its
Environmental Infrastructure System, or the ability of the Borrower to make all Loan
Repayments and any other payments required under this Loan Agreement or otherwise to
observe and perform its duties, covenants, obligations and agreements under this Loan
Agreement and the Borrower Bond.
(c)
Pending Litigation. There are no proceedings pending or, to the knowledge of the
Borrower, threatened against or affecting the Borrower in any court or before any governmental
authority or arbitration board or tribunal that, if adversely determined, would materially
adversely affect (i) the undertaking or completion of the Project, (ii) the properties, activities,
prospects or condition (financial or otherwise) of the Borrower or its Environmental
Infrastructure System, (iii) the ability of the Borrower to make all Loan Repayments or any other
payments required under this Loan Agreement, (iv) the authorization, execution, attestation or
delivery of this Loan Agreement or the Borrower Bond, (v) the issuance of the Borrower Bond
and the sale thereof to the Trust, (vi) the adoption of the Borrower Bond Resolution, or (vii) the
Borrower’s ability otherwise to observe and perform its duties, covenants, obligations and
agreements under this Loan Agreement and the Borrower Bond, which proceedings have not
been previously disclosed in writing to the Trust either in the Borrower’s application for the
Loan or otherwise.
(d)
Compliance with Existing Laws and Agreements. (i) The authorization,
execution, attestation and delivery of this Loan Agreement and the Borrower Bond by the
Borrower, (ii) the authentication of the Borrower Bond by the trustee or paying agent under the
Borrower Bond Resolution, as the case may be, and the sale of the Borrower Bond to the Trust,
(iii) the adoption of the Borrower Bond Resolution, (iv) the observation and performance by the
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Borrower of its duties, covenants, obligations and agreements hereunder and thereunder, (v) the
consummation of the transactions provided for in this Loan Agreement, the Borrower Bond
Resolution and the Borrower Bond, and (vi) the undertaking and completion of the Project will
not (A) other than the lien, charge or encumbrance created hereby, by the Borrower Bond, by the
Borrower Bond Resolution and by any other outstanding debt obligations of the Borrower that
are at parity with the Borrower Bond as to lien on, and source and security for payment thereon
from, the Revenues of the Borrower’s Environmental Infrastructure System, result in the creation
or imposition of any lien, charge or encumbrance upon any properties or assets of the Borrower
pursuant to, (B) result in any breach of any of the terms, conditions or provisions of, or (C)
constitute a default under, any existing ordinance or resolution, outstanding debt or lease
obligation, trust agreement, indenture, mortgage, deed of trust, loan agreement or other
instrument to which the Borrower is a party or by which the Borrower, its Environmental
Infrastructure System or any of its properties or assets may be bound, nor will such action result
in any violation of the provisions of the charter or other document pursuant to which the
Borrower was established or any laws, ordinances, injunctions, judgments, decrees, rules,
regulations or existing orders of any court or governmental or administrative agency, authority or
person to which the Borrower, its Environmental Infrastructure System or its properties or
operations is subject.
(e)
No Defaults. No event has occurred and no condition exists that, upon the
authorization, execution, attestation and delivery of this Loan Agreement and the Borrower
Bond, the issuance of the Borrower Bond and the sale thereof to the Trust, the adoption of the
Borrower Bond Resolution or the receipt of the amount of the Loan, would constitute an Event
of Default hereunder. The Borrower is not in violation of, and has not received notice of any
claimed violation of, any term of any agreement or other instrument to which it is a party or by
which it, its Environmental Infrastructure System or its properties may be bound, which violation
would materially adversely affect the properties, activities, prospects or condition (financial or
otherwise) of the Borrower or its Environmental Infrastructure System or the ability of the
Borrower to make all Loan Repayments, to pay all other amounts due hereunder or otherwise to
observe and perform its duties, covenants, obligations and agreements under this Loan
Agreement and the Borrower Bond.
(f)
Governmental Consent. The Borrower has obtained all permits and approvals
required to date by any governmental body or officer for the authorization, execution, attestation
and delivery of this Loan Agreement and the Borrower Bond, for the issuance of the Borrower
Bond and the sale thereof to the Trust, for the adoption of the Borrower Bond Resolution, for the
making, observance and performance by the Borrower of its duties, covenants, obligations and
agreements under this Loan Agreement and the Borrower Bond and for the undertaking or
completion of the Project and the financing or refinancing thereof, including, but not limited to,
the approval by the Local Finance Board in the Division of Local Government Services in the
New Jersey Department of Community Affairs (the “Local Finance Board”) of the issuance by
the Borrower of the Borrower Bond to the Trust, as required by Section 9a of the Act, and any
other approvals required therefor by the Local Finance Board; and the Borrower has complied
with all applicable provisions of law requiring any notification, declaration, filing or registration
with any governmental body or officer in connection with the making, observance and
performance by the Borrower of its duties, covenants, obligations and agreements under this
Loan Agreement and the Borrower Bond or with the undertaking or completion of the Project
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and the financing or refinancing thereof. No consent, approval or authorization of, or filing,
registration or qualification with, any governmental body or officer that has not been obtained is
required on the part of the Borrower as a condition to the authorization, execution, attestation
and delivery of this Loan Agreement and the Borrower Bond, the issuance of the Borrower Bond
and the sale thereof to the Trust, the undertaking or completion of the Project or the
consummation of any transaction herein contemplated.
(g)

Compliance with Law. The Borrower:

(i)
is in compliance with all laws, ordinances, governmental rules and
regulations to which it is subject, the failure to comply with which would materially
adversely affect (A) the ability of the Borrower to conduct its activities or to undertake or
complete the Project, (B) the ability of the Borrower to make the Loan Repayments and
to pay all other amounts due hereunder, or (C) the condition (financial or otherwise) of
the Borrower or its Environmental Infrastructure System; and
(ii)
has obtained all licenses, permits, franchises or other governmental
authorizations presently necessary for the ownership of its properties or for the conduct
of its activities that, if not obtained, would materially adversely affect (A) the ability of
the Borrower to conduct its activities or to undertake or complete the Project, (B) the
ability of the Borrower to make the Loan Repayments and to pay all other amounts due
hereunder, or (C) the condition (financial or otherwise) of the Borrower or its
Environmental Infrastructure System.
(h)
Use of Proceeds. The Borrower will apply the proceeds of the Loan from the
Trust as described in Exhibit B attached hereto and made a part hereof (i) to finance or refinance
a portion of the Costs of the Borrower’s Project; and (ii) where applicable, to reimburse the
Borrower for a portion of the Costs of the Borrower’s Project, which portion was paid or
incurred in anticipation of reimbursement by the Trust and is eligible for such reimbursement
under and pursuant to the Regulations, the Code and any other applicable law. All of such costs
constitute Costs for which the Trust is authorized to make Loans to the Borrower pursuant to the
Act and the Regulations.
(i)
Official Statement. The descriptions and information set forth in the Borrower
Appendices, if any, contained in the Official Statement relating to the Borrower, its operations
and the transactions contemplated hereby, as of the date of the Official Statement, were and, as
of the date of delivery hereof, are true and correct in all material respects, and did not and do not
contain any untrue statement of a material fact or omit to state a material fact that is necessary to
make the statements contained therein, in light of the circumstances under which they were
made, not misleading.
(j)
Preliminary Official Statement. As of the date of the Preliminary Official
Statement, the descriptions and information set forth in the Borrower Appendices, if any,
contained in the Preliminary Official Statement relating to the Borrower, its operations and the
transactions contemplated hereby (i) were “deemed final” by the Borrower for the purposes and
within the meaning of Rule 15c2-12 and (ii) were true and correct in all material respects, and
did not contain any untrue statement of a material fact or omit to state a material fact necessary
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to make the statements contained therein, in light of the circumstances under which they were
made, not misleading.
SECTION 2.02.

Particular Covenants of Borrower.

(a)
Revenue Pledge. (i) The Borrower irrevocably pledges the Revenues in
accordance with the terms of and to the extent provided in the Borrower Bond Resolution,
including, without limitation, moneys payable pursuant to the Service Agreement, if applicable,
in respect of debt service on the Borrower Bond, for the punctual payment of the principal and
redemption premium, if any, of the Loan and the Borrower Bond, the Interest on the Loan, the
Interest on the Borrower Bond and all other amounts due under this Loan Agreement and the
Borrower Bond according to their respective terms. (ii) See Section 2.02(a)(ii) as set forth in
Schedule A attached hereto, made a part hereof and incorporated in this Section 2.02(a) by
reference as if set forth in full herein.
(b)
Performance Under Loan Agreement; Rates. The Borrower covenants and agrees
(i) to comply with all applicable state and federal laws, rules and regulations in the performance
of this Loan Agreement; (ii) to maintain its Environmental Infrastructure System in good repair
and operating condition; (iii) to cooperate with the Trust in the observance and performance of
the respective duties, covenants, obligations and agreements of the Borrower and the Trust under
this Loan Agreement; and (iv) to establish, levy and collect rents, rates and other charges for the
products and services provided by its Environmental Infrastructure System, which rents, rates
and other charges shall be at least sufficient (A) to meet the operation and maintenance expenses
of its Environmental Infrastructure System, (B) to comply with all covenants pertaining thereto
contained in, and all other provisions of, any bond resolution, trust indenture or other security
agreement, if any, relating to any bonds, notes or other evidences of indebtedness issued or to be
issued by the Borrower, including without limitation rents, rates and other charges, together with
other available moneys, sufficient to pay the principal of and Interest on the Borrower Bond, plus
all other amounts due hereunder, to pay the debt service requirements on any such bonds, notes
or other evidences of indebtedness, whether now outstanding or incurred in the future, secured
by such Revenues and issued to finance improvements to the Environmental Infrastructure
System and to make any other payments required by the laws of the State, (C) to generate funds
sufficient to fulfill the terms of all other contracts and agreements made by the Borrower,
including, without limitation, this Loan Agreement and the Borrower Bond, and (D) to pay all
other amounts payable from or constituting a lien or charge on the Revenues of its
Environmental Infrastructure System.
(c)
Revenue Obligation; No Prior Pledges. The Borrower shall not be required to
make payments under this Loan Agreement except from the Revenues of its Environmental
Infrastructure System and from such other funds of such Environmental Infrastructure System
legally available therefor and from any other sources pledged to such payment pursuant to
subsection (a) of this Section 2.02. In no event shall the Borrower be required to make payments
under this Loan Agreement from any revenues or receipts not derived from its Environmental
Infrastructure System or pledged pursuant to subsection (a) of this Section 2.02. Except for the
Permitted Pledges, the Revenues derived by the Borrower from its Environmental Infrastructure
System, after the payment of all costs of operating and maintaining the Environmental
Infrastructure System, are and will be free and clear of any pledge, lien, charge or encumbrance
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thereon or with respect thereto prior to, or of equal rank with, the obligation of the Borrower to
make Loan Repayments under this Loan Agreement and the Borrower Bond, and all corporate or
other action on the part of the Borrower to that end has been and will be duly and validly taken.
See Section 2.02(c) as set forth in Schedule A attached hereto, made a part hereof and
incorporated in this Section 2.02(c) by reference as if set forth in full herein.
(d)
Completion of Project and Provision of Moneys Therefor. The Borrower
covenants and agrees (i) to exercise its best efforts in accordance with prudent environmental
infrastructure utility practice to complete the Project and to accomplish such completion on or
before the estimated Project completion date set forth in Exhibit G hereto and made a part
hereof; (ii) to comply with the terms and provisions contained in Exhibit G hereto; and (iii) to
provide from its own fiscal resources all moneys, in excess of the total amount of loan proceeds
it receives under the Loan and Fund Loan, required to complete the Project.
(e)
Disposition of Environmental Infrastructure System. The Borrower shall not sell,
lease, abandon or otherwise dispose of all or substantially all of its Environmental Infrastructure
System except on ninety (90) days’ prior written notice to the Trust, and, in any event, shall not
so sell, lease, abandon or otherwise dispose of the same unless the following conditions are met:
(i) the Borrower shall, in accordance with Section 4.02 hereof, assign this Loan Agreement and
the Borrower Bond and its rights and interests hereunder and thereunder to the purchaser or
lessee of the Environmental Infrastructure System, and such purchaser or lessee shall assume all
duties, covenants, obligations and agreements of the Borrower under this Loan Agreement and
the Borrower Bond; and (ii) the Trust shall by appropriate action determine, in its sole discretion,
that such sale, lease, abandonment or other disposition will not materially adversely affect (A)
the Trust’s ability to meet its duties, covenants, obligations and agreements under the Bond
Resolution, (B) the value of this Loan Agreement or the Borrower Bond as security for the
payment of Trust Bonds and the interest thereon, or (C) the excludability from gross income for
federal income tax purposes of the interest on Trust Bonds then outstanding or that could be
issued in the future.
(f)

Exclusion of Interest from Federal Gross Income and Compliance with Code.

(i)
The Borrower covenants and agrees that it shall not take any action or
omit to take any action that would result in the loss of the exclusion of the interest on any
Trust Bonds now or hereafter issued from gross income for purposes of federal income
taxation as that status is governed by Section 103(a) of the Code.
(ii)
The Borrower shall not take any action or omit to take any action that
would cause its Borrower Bond or the Trust Bonds (assuming solely for this purpose that
the proceeds of the Trust Bonds loaned to the Borrower represent all of the proceeds of
the Trust Bonds) to be “private activity bonds” within the meaning of Section 141(a) of
the Code. Accordingly, unless the Borrower receives the prior written approval of the
Trust, the Borrower shall not (A) permit any of the proceeds of the Trust Bonds loaned to
the Borrower or the Project financed or refinanced with the proceeds of the Trust Bonds
loaned to the Borrower to be used (directly or indirectly) in any manner that would
constitute “private business use” within the meaning of Section 141(b)(6) of the Code,
(B) use (directly or indirectly) any of the proceeds of the Trust Bonds loaned to the
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Borrower to make or finance loans to persons other than “governmental units” (as such
term is used in Section 141(c) of the Code), or (C) use (directly or indirectly) any of the
proceeds of the Trust Bonds loaned to the Borrower to acquire any “nongovernmental
output property” within the meaning of Section 141(d)(2) of the Code.
(iii) The Borrower shall not directly or indirectly use or permit the use of any
proceeds of the Trust Bonds (or amounts replaced with such proceeds) or any other funds
or take any action or omit to take any action that would cause the Trust Bonds (assuming
solely for this purpose that the proceeds of the Trust Bonds loaned to the Borrower
represent all of the proceeds of the Trust Bonds) to be “arbitrage bonds” within the
meaning of Section 148(a) of the Code.
(iv)
The Borrower shall not directly or indirectly use or permit the use of any
proceeds of the Trust Bonds to pay the principal of or the interest or redemption premium
on or any other amount in connection with the retirement or redemption of any issue of
state or local governmental obligations (“refinancing of indebtedness”), unless the
Borrower shall (A) establish to the satisfaction of the Trust, prior to the issuance of the
Trust Bonds, that such refinancing of indebtedness will not adversely affect the exclusion
from gross income for federal income tax purposes of the interest on the Trust Bonds, and
(B) provide to the Trust an opinion of Bond Counsel to that effect in form and substance
satisfactory to the Trust.
(v)
The Borrower shall not directly or indirectly use or permit the use of any
proceeds of the Trust Bonds to reimburse the Borrower for an expenditure with respect to
a Costs of the Borrower’s Project paid by the Borrower prior to the issuance of the Trust
Bonds, unless (A) the allocation by the Borrower of the proceeds of the Trust Bonds to
reimburse such expenditure complies with the requirements of Treasury Regulations
§1.150-2 necessary to enable the reimbursement allocation to be treated as an expenditure
of the proceeds of the Trust Bonds for purposes of applying Sections 103 and 141-150,
inclusive, of the Code, or (B) such proceeds of the Trust Bonds will be used for
refinancing of indebtedness that was used to pay Costs of the Borrower’s Project or to
reimburse the Borrower for expenditures with respect to Costs of the Borrower’s Project
paid by the Borrower prior to the issuance of such indebtedness in accordance with a
reimbursement allocation for such expenditures that complies with the requirements of
Treasury Regulations §1.150-2.
(vi)
The Borrower shall not directly or indirectly use or permit the use of any
proceeds of the Trust Bonds to pay any costs which are not Costs of the Borrower’s
Project that constitute (A) a “capital expenditure,” within the meaning of Treasury
Regulations §1.150-1, or (B) interest on the Trust Bonds accruing during a period
commencing on the date of issuance of the Trust Bonds and ending on the date that is the
later of (I) three years from the date of issuance of the Trust Bonds or (II) one year after
the completion date with respect to the Project, as set forth in Exhibit G hereto.
(vii) The Borrower shall not use the proceeds of the Trust Bonds (assuming
solely for this purpose that the proceeds of the Trust Bonds loaned to the Borrower
represent all of the proceeds of the Trust Bonds) in any manner that would cause the
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Trust Bonds to be considered “federally guaranteed” within the meaning of Section
149(b) of the Code or “hedge bonds” within the meaning of Section 149(g) of the Code.
(viii) The Borrower shall not issue any debt obligations that (A) are sold at
substantially the same time as the Trust Bonds and finance or refinance the Loan made to
the Borrower, (B) are sold pursuant to the same plan of financing as the Trust Bonds and
finance or refinance the Loan made to the Borrower, and (C) are reasonably expected to
be paid out of substantially the same source of funds as the Trust Bonds and finance or
refinance the Loan made to the Borrower.
(ix)
Neither the Borrower nor any “related party” (within the meaning of
Treasury Regulations §1.150-1) shall purchase Trust Bonds in an amount related to the
amount of the Loan.
(x)
The Borrower will not issue or permit to be issued obligations that will
constitute an “advance refunding” of the Borrower Bond within the meaning of Section
149(d)(5) of the Code without the express written consent of the Trust, which consent
may only be delivered by the Trust after the Trust has received notice from the Borrower
of such contemplated action no later than sixty (60) days prior to any such contemplated
action, and which consent is in the sole discretion of the Trust.
(xi)
See Section 2.02(f)(xi) as set forth in Schedule A attached hereto, made a
part hereof and incorporated in this Section 2.02(f)(xi) by reference as if set forth in full
herein.
(xii) No “gross proceeds” of the Trust Bonds held by the Borrower (other than
amounts in a “bona fide debt service fund”) will be held in a “commingled fund” (as such
terms are defined in Treasury Regulations §1.148-1(b)).
(xiii) Based upon all of the objective facts and circumstances in existence on the
date of issuance of the Trust Bonds used to finance the Project, (A) within six months of
the date of issuance of the Trust Bonds used to finance the Project, the Borrower will
incur a substantial binding obligation to a third party to expend on the Project at least five
percent (5%) of the “net sale proceeds” (within the meaning of Treasury Regulations
§1.148-1) of the Loan used to finance the Project (treating an obligation as not being
binding if it is subject to contingencies within the control of the Borrower, the Trust or a
“related party” (within the meaning of Treasury Regulations §1.150-1)), (B) completion
of the Project and the allocation to expenditures of the “net sale proceeds” of the Loan
used to finance the Project will proceed with due diligence, and (C) all of the proceeds of
the Loan used to finance the Project (other than amounts deposited into the Debt Service
Reserve Fund (to the extent the Trust establishes a Debt Service Reserve Fund pursuant
to the Bond Resolution) allocable to that portion of the Loan used to finance reserve
capacity, if any) and investment earnings thereon will be spent prior to the period ending
three (3) years subsequent to the date of issuance of the Trust Bonds used to finance the
Project. Accordingly, the proceeds of the Loan deposited in the Project Loan Account
used to finance the Project will be eligible for the 3-year arbitrage temporary period since
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the expenditure test, time test and due diligence test, as set forth in Treasury Regulations
§1.148-2(e)(2), will be satisfied.
(xiv) The weighted average maturity of the Loan does not exceed 120% of the
average reasonably expected economic life of the Project financed or refinanced with the
Loan, determined in the same manner as under Section 147(b) of the Code. Accordingly,
the term of the Loan will not be longer than is reasonably necessary for the governmental
purposes of the Loan within the meaning of Treasury Regulations §1.148-1(c)(4).
(xv) The Borrower shall only enter into service contracts (including
management contracts), with respect to any portion of the Project financed by the Trust
Bonds, with a “governmental unit” (within the meaning of Section 141 of the Code) or
only when such contracts comply with Rev. Proc. 97-13, 1997-1 C.B. 632, or successor
provisions applicable to the Trust Bonds; provided, that the Borrower delivers an opinion
of Bond Counsel, in form and substance satisfactory to the Trust, to the effect that the
entering into of such contracts by the Borrower will not adversely affect the exclusion
from gross income for federal income tax purposes of the interest on the Trust Bonds.
(xvi) The Borrower shall, within 30 days of date the Borrower concludes that no
additional proceeds of the Loan will be required to pay costs of the Project, provide to the
Trust a certificate of the Borrower evidencing such conclusion.
For purposes of this subsection and subsection (h) of this Section 2.02, quoted terms shall
have the meanings given thereto by Section 148 of the Code, including, particularly, Treasury
Regulations §§1.148-1 through 1.148-11, inclusive, as supplemented or amended, to the extent
applicable to the Trust Bonds, and any successor Treasury Regulations applicable to the Trust
Bonds.
(g)
Operation and Maintenance of Environmental Infrastructure System. The
Borrower covenants and agrees that it shall, in accordance with prudent environmental
infrastructure utility practice, (i) at all times operate the properties of its Environmental
Infrastructure System and any business in connection therewith in an efficient manner, (ii)
maintain its Environmental Infrastructure System in good repair, working order and operating
condition, and (iii) from time to time make all necessary and proper repairs, renewals,
replacements, additions, betterments and improvements with respect to its Environmental
Infrastructure System so that at all times the business carried on in connection therewith shall be
properly and advantageously conducted.
(h)

Records and Accounts.

(i)
The Borrower shall keep accurate records and accounts for its
Environmental Infrastructure System (the “System Records”) separate and distinct from
its other records and accounts (the “General Records”). Such System Records shall be
audited annually by an independent registered municipal accountant or certified public
accountant, which may be part of the annual audit of the General Records of the
Borrower. Such System Records and General Records shall be made available for
inspection by the Trust at any reasonable time upon prior written notice, and a copy of
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such annual audit(s) therefor, including all written comments and recommendations of
such accountant, shall be furnished to the Trust within 150 days of the close of the fiscal
year being so audited or, with the consent of the Trust, such additional period as may be
provided by law.
(ii)
Within 30 days following receipt of any Loan proceeds, including without
limitation the “Allowance for Administrative Costs” or the “Allowance for Planning and
Design” set forth in Exhibit B hereto, the Borrower shall allocate such proceeds to an
expenditures in a manner that satisfies the requirements of Treasury Regulation
§1.148-6(d) and transmit a copy of each such allocation to the Trust. No portion of the
Allowance for Administrative Costs will be allocated to a cost other than a cost described
in N.J.A.C. 7:22-5.11(a) 3, 4, 5 or 6. No portion of the Allowance for Planning and
Design will be allocated to a cost other than a cost described N.J.A.C. 7:22-5.12, or other
costs of the Borrower’s Environmental Infrastructure System which are “capital
expenditures,” within the meaning of Treasury Regulations §1.150-1. The Borrower
shall retain records of such allocations for at least until the date that is three years after
the scheduled maturity date of the Trust Bonds. The Borrower shall make such records
available to the Trust within 15 days of any request by the Trust.
(iii) Unless otherwise advised in writing by the Trust, in furtherance of the
covenant of the Borrower contained in subsection (f) of this Section 2.02 not to cause the
Trust Bonds to be arbitrage bonds, the Borrower shall keep, or cause to be kept, accurate
records of each investment it makes in any “nonpurpose investment” acquired with, or
otherwise allocated to, “gross proceeds” of the Trust Bonds not held by the Trustee and
each “expenditure” it makes allocated to “gross proceeds” of the Trust Bonds. Such
records shall include the purchase price, including any constructive “payments” (or in the
case of a “payment” constituting a deemed acquisition of a “nonpurpose investment”
(e.g., a “nonpurpose investment” first allocated to “gross proceeds” of the Trust Bonds
after it is actually acquired because it is deposited in a sinking fund for the Trust Bonds)),
the “fair market value” of the “nonpurpose investment” on the date first allocated to the
“gross proceeds” of the Trust Bonds, nominal interest rate, dated date, maturity date, type
of property, frequency of periodic payments, period of compounding, yield to maturity,
amount actually or constructively received on disposition (or in the case of a “receipt”
constituting a deemed disposition of a “nonpurpose investment” (e.g., a “nonpurpose
investment” that ceases to be allocated to the “gross proceeds” of the Trust Bonds
because it is removed from a sinking fund for the Trust Bonds)), the “fair market value”
of the “nonpurpose investment” on the date it ceases to be allocated to the “gross
proceeds” of the Trust Bonds, the purchase date and disposition date of the “nonpurpose
investment” and evidence of the “fair market value” of such property on the purchase
date and disposition date (or deemed purchase or disposition date) for each such
“nonpurpose investment”. The purchase date, disposition date and the date of
determination of “fair market value” shall be the date on which a contract to purchase or
sell the “nonpurpose investment” becomes binding, i.e., the trade date rather than the
settlement date. For purposes of the calculation of purchase price and disposition price,
brokerage or selling commissions, administrative expenses or similar expenses shall not
increase the purchase price of an item and shall not reduce the amount actually or

-15-

constructively received upon disposition of an item, except to the extent such costs
constitute “qualified administrative costs”.
(iv)
Within thirty (30) days of the last day of the fifth and each succeeding
fifth “bond year” (which, unless otherwise advised by the Trust, shall be the five-year
period ending on the date five years subsequent to the date immediately preceding the
date of issuance of the Trust Bonds and each succeeding fifth “bond year”) and within
thirty (30) days of the date the last bond that is part of the Trust Bonds is discharged (or
on any other periodic basis requested in writing by the Trust), the Borrower shall (A)
calculate, or cause to be calculated, the “rebate amount” as of the “computation date” or
“final computation date” attributable to any “nonpurpose investment” made by the
Borrower and (B) remit the following to the Trust: (1) an amount of money that when
added to the “future value” as of the “computation date” of any previous payments made
to the Trust on account of rebate equals the “rebate amount”, (2) the calculations
supporting the “rebate amount” attributable to any “nonpurpose investment” made by the
Borrower allocated to “gross proceeds” of the Trust Bonds, and (3) any other information
requested by the Trust relating to compliance with Section 148 of the Code (e.g.,
information related to any “nonpurpose investment” of the Borrower for purposes of
application of the “universal cap”).
(v)
The Borrower covenants and agrees that it will account for “gross
proceeds” of the Trust Bonds, investments allocable to the Trust Bonds and expenditures
of “gross proceeds” of the Trust Bonds in accordance with Treasury Regulations §1.1486. All allocations of “gross proceeds” of the Trust Bonds to expenditures will be
recorded on the books of the Borrower kept in connection with the Trust Bonds no later
than 18 months after the later of the date the particular Costs of the Borrower’s Project is
paid or the date the portion of the project financed by the Trust Bonds is placed in
service. All allocations of proceeds of the Trust Bonds to expenditures will be made no
later than the date that is 60 days after the fifth anniversary of the date the Trust Bonds
are issued or the date 60 days after the retirement of the Trust Bonds, if earlier. Such
records and accounts will include the particular Costs paid, the date of the payment and
the party to whom the payment was made.
(vi)
From time to time as directed by the Trust, the Borrower shall provide to
the Trust a written report demonstrating compliance by the Borrower with the provisions
of Section 2.02(f) of this Loan Agreement, each such written report to be submitted by
the Borrower to the Trust in the form of a full and complete written response to a
questionnaire provided by the Trust to the Borrower. Each such questionnaire shall be
provided by the Trust to the Borrower not less than fourteen (14) days prior to the date
established by the Trust for receipt from the Borrower of the full and complete written
response to the questionnaire.
(i)
Inspections; Information. The Borrower shall permit the Trust and the Trustee
and any party designated by any of such parties, at any and all reasonable times during
construction of the Project and thereafter upon prior written notice, to examine, visit and inspect
the property, if any, constituting the Project and to inspect and make copies of any accounts,
books and records, including (without limitation) its records regarding receipts, disbursements,
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contracts, investments and any other matters relating thereto and to its financial standing, and
shall supply such reports and information as the Trust and the Trustee may reasonably require in
connection therewith.
(j)
Insurance. The Borrower shall maintain or cause to be maintained, in force,
insurance policies with responsible insurers or self-insurance programs providing against risk of
direct physical loss, damage or destruction of its Environmental Infrastructure System at least to
the extent that similar insurance is usually carried by utilities constructing, operating and
maintaining Environmental Infrastructure Facilities of the nature of the Borrower’s
Environmental Infrastructure System, including liability coverage, all to the extent available at
reasonable cost but in no case less than will satisfy all applicable regulatory requirements.
(k)
Costs of Project. The Borrower certifies that the building cost of the Project, as
listed in Exhibit B hereto and made a part hereof, is a reasonable and accurate estimation thereof,
and it will supply to the Trust a certificate from a licensed professional engineer authorized to
practice in the State stating that such building cost is a reasonable and accurate estimation and
that the useful life of the Project exceeds the maturity date of the Borrower Bond.
(l)
Delivery of Documents. Concurrently with the delivery of this Loan Agreement
(as previously authorized, executed and attested) at the Loan Closing, the Borrower will cause to
be delivered to the Trust and the Trustee each of the following items:
(i)
an opinion of the Borrower’s bond counsel substantially in the form of
Exhibit E hereto; provided, however, that the Trust may permit portions of such opinion
to be rendered by general counsel to the Borrower and may permit variances in such
opinion from the form set forth in Exhibit E if, in the opinion of the Trust, such variances
are not to the material detriment of the interests of the holders of the Trust Bonds;
(ii)
counterparts of this Loan Agreement as previously executed and attested
by the parties hereto;
(iii) copies of those resolutions finally adopted by the governing body of the
Borrower and requested by the Trust, including, without limitation, (A) the resolution of
the Borrower authorizing the execution, attestation and delivery of this Loan Agreement,
(B) the Borrower Bond Resolution, as amended and supplemented as of the date of the
Loan Closing, authorizing the execution, attestation, authentication, sale and delivery of
the Borrower Bond to the Trust, (C) the resolution of the Borrower, if any, confirming the
details of the sale of the Borrower Bond to the Trust, (D) the resolution of the Borrower,
if any, declaring its official intent to reimburse expenditures for the Costs of the Project
from the proceeds of the Trust Bonds, each of said resolutions of the Borrower being
certified by an Authorized Officer of the Borrower as of the date of the Loan Closing, (E)
the resolution of the Local Finance Board approving the issuance by the Borrower of the
Borrower Bond to the Trust and setting forth any other approvals required therefor by the
Local Finance Board, and (F) any other Proceedings;
(iv)
if the Loan is being made to reimburse the Borrower for all or a portion of
the Costs of the Borrower’s Project or to refinance indebtedness or reimburse the
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Borrower for the repayment of indebtedness previously incurred by the Borrower to
finance all or a portion of the Costs of the Borrower’s Project, an opinion of Bond
Counsel, in form and substance satisfactory to the Trust, to the effect that such
reimbursement or refinancing will not adversely affect the exclusion from gross income
for federal income tax purposes of the interest on the Trust Bonds;
(v)
the certificates of insurance coverage as required pursuant to the terms of
Section 3.06(d) hereof and such other certificates, documents, opinions and information
as the Trust may require in Exhibit F hereto, if any; and
(vi)
See Section 2.02(l)(vi) as set forth in Schedule A attached hereto, made a
part hereof and incorporated herein by reference as if set forth in full herein.
(m)
Execution and Delivery of Borrower Bond. Concurrently with the delivery of this
Loan Agreement at the Loan Closing, the Borrower shall also deliver to the Trust the Borrower
Bond, as previously executed, attested and authenticated, upon the receipt of a written
certification of the Trust that a portion of the net proceeds of the Trust Bonds shall be deposited
in the Project Loan Account simultaneously with the delivery of the Borrower Bond.
(n)
Notice of Material Adverse Change. The Borrower shall promptly notify the
Trust of any material adverse change in the properties, activities, prospects or condition
(financial or otherwise) of the Borrower or its Environmental Infrastructure System, or in the
ability of the Borrower to make all Loan Repayments and otherwise to observe and perform its
duties, covenants, obligations and agreements under this Loan Agreement and the Borrower
Bond.
(o)
Continuing Representations. The representations of the Borrower contained
herein shall be true at the time of the execution of this Loan Agreement and at all times during
the term of this Loan Agreement.
(p)
Continuing Disclosure Covenant. To the extent that the Trust, in its sole
discretion, determines, at any time prior to the termination of the Loan Term, that the Borrower
is a material “obligated person”, as the term “obligated person” is defined in Rule 15c2-12, with
materiality being determined by the Trust pursuant to criteria established, from time to time, by
the Trust in its sole discretion and set forth in a bond resolution or official statement of the Trust,
the Borrower hereby covenants that it will authorize and provide to the Trust, for inclusion in
any preliminary official statement or official statement of the Trust, all statements and
information relating to the Borrower and, if applicable, any Underlying Government Unit and
Indirect Underlying Government Unit, deemed material by the Trust for the purpose of satisfying
Rule 15c2-12 as well as Rule 10b-5 promulgated pursuant to the Securities Exchange Act of
1934, as amended or supplemented, including any successor regulation or statute thereto (“Rule
10b-5”), including certificates and written representations of the Borrower evidencing its
compliance with Rule 15c2-12 and Rule 10b-5; and the Borrower hereby further covenants that
the Borrower shall execute and deliver the Continuing Disclosure Agreement, in substantially the
form attached hereto as Exhibit H, with such revisions thereto prior to execution and delivery
thereof as the Trust shall determine to be necessary, desirable or convenient, in its sole
discretion, for the purpose of satisfying Rule 15c2-12 and the purposes and intent thereof, as
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Rule 15c2-12, its purposes and intent may hereafter be interpreted from time to time by the SEC
or any court of competent jurisdiction; and pursuant to the terms and provisions of the
Continuing Disclosure Agreement, the Borrower shall thereafter provide on-going disclosure
with respect to all statements and information relating to the Borrower and, if applicable, any
Underlying Government Unit and Indirect Underlying Government Unit, in satisfaction of the
requirements set forth in Rule 15c2-12 and Rule 10b-5, including, without limitation, the
provision of certificates and written representations of the Borrower evidencing its compliance
with Rule 15c2-12 and Rule 10b-5.
(q)
Additional Covenants and Requirements. (i) No later than the Loan Closing and,
if necessary, in connection with the Trust’s issuance of the Trust Bonds or the making of the
Loan, additional covenants and requirements have been included in Exhibit F hereto and made a
part hereof. Such covenants and requirements may include, but need not be limited to, the
requirement that the Borrower enter into and execute or produce a validly existing Service
Agreement, the maintenance of specified levels of Environmental Infrastructure System rates,
the issuance of additional debt of the Borrower, the use by or on behalf of the Borrower of
certain proceeds of the Trust Bonds as such use relates to the exclusion from gross income for
federal income tax purposes of the interest on any Trust Bonds, the transfer of Revenues from
the Borrower’s Environmental Infrastructure System, compliance with Rule 15c2-12, Rule 10b-5
and any other applicable federal or state securities laws, and matters in connection with the
appointment of the Trustee under the Bond Resolution and any successors thereto. The
Borrower hereby agrees to observe and comply with each such additional covenant and
requirement, if any, included in Exhibit F hereto as if the same were set forth herein in its
entirety. (ii) Additional defined terms, covenants, representations and requirements have been
included in Schedule A attached hereto and made a part hereof. Such additional defined terms,
covenants, representations and requirements are incorporated in this Loan Agreement by
reference thereto as if set forth in full herein and the Borrower hereby agrees to observe and
comply with each such additional term, covenant, representation and requirement included in
Schedule A as if the same were set forth in its entirety where reference thereto is made in this
Loan Agreement.

-19-

ARTICLE III
LOAN TO BORROWER; AMOUNTS PAYABLE; GENERAL AGREEMENTS
SECTION 3.01.
Loan; Loan Term. The Trust hereby agrees to make the Loan as
described in Exhibit A-2 hereof and to disburse proceeds of the Loan to the Borrower in
accordance with Section 3.02 and Exhibit C hereof, and the Borrower hereby agrees to borrow
and accept the Loan from the Trust upon the terms set forth in Exhibit A-2 attached hereto and
made a part hereof; provided, however, that the Trust shall be under no obligation to make the
Loan if (a) at the Loan Closing, the Borrower does not deliver to the Trust a Borrower Bond and
such other documents required under Section 2.02(l) hereof, or (b) an Event of Default has
occurred and is continuing under the Bond Resolution or this Loan Agreement. Although the
Trust intends to disburse proceeds of the Loan to the Borrower at the times and up to the
amounts set forth in Exhibit C to pay a portion of the Costs of the Project, due to unforeseen
circumstances there may not be a sufficient amount on deposit in the Project Fund on any date to
make the disbursement in such amount. Nevertheless, the Borrower agrees that the amount
actually deposited in the Project Loan Account at the Loan Closing plus the Borrower’s allocable
share of (i) certain costs of issuance and underwriter’s discount for all Trust Bonds issued to
finance the Loan; (ii) capitalized interest during the Project construction period, if applicable;
and (iii) that portion of the Debt Service Reserve Fund (to the extent the Trust establishes a Debt
Service Reserve Fund pursuant to the Bond Resolution) attributable to the cost of funding
reserve capacity for the Project, if applicable, shall constitute the initial principal amount of the
Loan (as the same may be adjusted downward in accordance with the definition thereof), and
neither the Trust nor the Trustee shall have any obligation thereafter to loan any additional
amounts to the Borrower.
The Borrower shall use the proceeds of the Loan strictly in accordance with Section
2.01(h) hereof.
The payment obligations created under this Loan Agreement and the obligations to pay
the principal of the Borrower Bond, Interest on the Borrower Bond and other amounts due under
the Borrower Bond are each special obligations of the Borrower payable solely from the
Revenues in accordance with the terms of and to the extent provided in the Borrower Bond
Resolution.
SECTION 3.02.

Disbursement of Loan Proceeds.

(a)
The Trustee, as the agent of the Trust, shall disburse the amounts on deposit in the
Project Loan Account to the Borrower upon receipt of a requisition executed by an Authorized
Officer of the Borrower, and approved by the Trust, in a form meeting the requirements of
Section 5.02(3) of the Bond Resolution.
(b)
The Trust and Trustee shall not be required to disburse any Loan proceeds to the
Borrower under this Loan Agreement, unless:
(i)
the proceeds of the Trust Bonds shall be available for disbursement, as
determined solely by the Trust;
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(ii)
in accordance with the Bond Act, and the Regulations, the Borrower shall
have timely applied for, shall have been awarded and, prior to or simultaneously with the
Loan Closing, shall have closed a Fund Loan for a portion of the Allowable Costs (as
defined in such Regulations) of the Project in an amount not in excess of the amount of
Allowable Costs of the Project financed by the Loan from the Trust;
(iii) the Borrower shall have on hand moneys to pay for the greater of (A) that
portion of the total Costs of the Project that is not eligible to be funded from the Fund
Loan or the Loan, or (B) that portion of the total Costs of the Project that exceeds the
actual amounts of the loan commitments made by the State and the Trust, respectively,
for the Fund Loan and the Loan; and
(iv)
no Event of Default nor any event that, with the passage of time or service
of notice or both, would constitute an Event of Default shall have occurred and be
continuing hereunder.
SECTION 3.03.
(a)
follows:

Amounts Payable.

The Borrower shall repay the Loan in installments payable to the Trustee as

(i)
the principal of the Loan shall be repaid annually on the Principal Payment
Dates, in accordance with the schedule set forth in Exhibit A-2 attached hereto and made
a part hereof, as the same may be amended or modified by any credits applicable to the
Borrower as set forth in the Bond Resolution;
(ii)
the Interest Portion described in clause (i) of the definition thereof shall be
paid semiannually on the Interest Payment Dates, in accordance with the schedule set
forth in Exhibit A-2 attached hereto and made a part hereof, as the same may be amended
or modified by any credits applicable to the Borrower as set forth in the Bond Resolution;
and
(iii) the Interest Portion described in clause (ii) of the definition thereof shall
be paid upon the date of optional redemption or acceleration, as the case may be, of the
Trust Bonds allocable to any prepaid or accelerated Trust Bond Loan Repayment.
The obligations of the Borrower under the Borrower Bond shall be deemed to be amounts
payable under this Section 3.03. Each Loan Repayment, whether satisfied through a direct
payment by the Borrower to the Trustee or (with respect to the Interest Portion) through the use
of Trust Bond proceeds and income thereon on deposit in the Interest Account (as defined in the
Bond Resolution) to pay interest on the Trust Bonds, shall be deemed to be a credit against the
corresponding obligation of the Borrower under this Section 3.03 and shall fulfill the Borrower’s
obligation to pay such amount hereunder and under the Borrower Bond. Each payment made to
the Trustee pursuant to this Section 3.03 shall be applied first to the Interest Portion then due and
payable, second to the principal of the Loan then due and payable, third to the payment of the
Administrative Fee, and finally to the payment of any late charges hereunder.

-21-

(b)
The Interest on the Loan described in clause (iii) of the definition thereof shall (i)
consist of a late charge for any Trust Bond Loan Repayment that is received by the Trustee later
than the tenth (10th) day following its due date and (ii) be payable immediately thereafter in an
amount equal to the greater of twelve percent (12%) per annum or the Prime Rate plus one half
of one percent per annum on such late payment from its due date to the date it is actually paid;
provided, however, that the rate of Interest on the Loan, including, without limitation, any late
payment charges incurred hereunder, shall not exceed the maximum interest rate permitted by
law.
(c)
The Borrower shall receive, as a credit against its semiannual payment obligations
of the Interest Portion, the amounts certified by the Trust pursuant to Section 5.10 of the Bond
Resolution. Such amounts shall represent the Borrower’s allocable share of the interest earnings
on certain funds and accounts established under the Bond Resolution, calculated in accordance
with Section 5.10 of the Bond Resolution.
(d)
In accordance with the provisions of the Bond Resolution, the Borrower shall
receive, as a credit against its Trust Bond Loan Repayments, the amounts set forth in the
certificate of the Trust filed with the Trustee pursuant to Section 5.02(4) of the Bond Resolution.
(e)
The Interest on the Loan described in clause (ii) of the definition thereof shall be
paid by the Borrower in the amount of one-half of the Administrative Fee, if any, to the Trustee
semiannually on each February 1 and August 1, commencing August 1, 2013.
(f)
See Section 3.03(f) as set forth in Schedule A attached hereto, made a part hereof
and incorporated herein by reference as if set forth in full herein.
(g)
Upon thirty (30) days prior written notice to the Borrower, an Authorized Officer
of the Trust may, in the sole discretion of such Authorized Officer, prescribe the particular
method by which payments pursuant to, and in satisfaction of, this Section 3.03 shall be made by
the Borrower. Such method as prescribed by an Authorized Officer of the Trust may include,
without limitation, the automatic debit by the Trust or the Trustee of the respective amounts of
such payments, as required by this Section 3.03, from an account that shall be identified by the
Borrower in writing and recorded on file with the Trust and the Trustee. In the absence of any
such written notice to the Borrower by an Authorized Officer of the Trust pursuant to this
subsection (g), the Borrower shall implement the payments required pursuant to, and in
satisfaction of, this Section 3.03 either via electronic transfer of immediately available funds or
via check.
SECTION 3.03A.
Amounts on Deposit in Project Loan Account After
Completion of Project Draws.
(a)
If, on the date which is one hundred eighty (180) days following the final date for
which a disbursement of Loan proceeds is scheduled to be made pursuant to Exhibit C hereto,
any amounts remain on deposit in the Borrower’s Project Loan Account, the Borrower must
provide to the Trust and the Department a certificate of an Authorized Officer of the Borrower (i)
stating that the Borrower has not yet completed the Project, (ii) stating that the Borrower intends
to complete the Project, (iii) setting forth the amount of remaining Loan Proceeds required to
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complete the Project, and (iv) providing a revised draw schedule, in a form similar to Exhibit C
hereto and approved by the Department.
(b)
If, on the date which is one hundred eighty (180) days following the final date for
which a disbursement of Loan proceeds is scheduled to be made pursuant to a revised draw
schedule certified to the Trust and the Department in accordance with Section 3.03A(a) hereof,
any amounts remain on deposit in the Borrower’s Project Loan Account, the Borrower must
provide to the Trust and the Department a certificate of an Authorized Officer of the Borrower (i)
stating that the Borrower has not yet completed the Project, (ii) stating that the Borrower intends
to complete the Project, (iii) setting forth the amount of remaining Loan Proceeds required to
complete the Project, and (iv) providing a revised draw schedule, in a form similar to Exhibit C
hereto and approved by the Department.
(c)
If the Borrower fails to provide the certificate described in paragraphs (a) or (b) of
this Section 3.03A, when due, or if such certificate, or a certificate provided pursuant to Section
2.02(e)(xvi) hereof, states that the Borrower does not require all or any portion of the amount on
deposit in the Project Loan Account to complete the Project, such amounts on deposit in the
Project Loan Account which are not certified by an Authorized Officer of the Borrower as being
required to complete the Project (“Excess Project Funds”) shall be applied as follows:
(i)
If the Excess Project Funds are less than or equal to the greater of (A)
$250,000 or (B) the amount of Loan Repayments due from the Borrower to the Trust in
the next succeeding calendar year, the Excess Project Funds shall be applied by the Trust
toward the Borrower’s obligation to make the Loan Repayments next coming due; or
(ii)
If the Excess Project Funds are greater than the greater of (A) $250,000 or
(B) the amount of Loan Repayments due from the Borrower to the Trust in the next
succeeding calendar year, the Excess Project Funds shall be applied by the Trust as a
prepayment of the Borrower’s Loan Repayments, and shall be applied to the principal
payments (including premium, if any) on the Loan in inverse order of their maturity.
SECTION 3.04.
Unconditional Obligations. The obligation of the Borrower to
make the Loan Repayments and all other payments required hereunder and the obligation to
perform and observe the other duties, covenants, obligations and agreements on its part
contained herein shall be absolute and unconditional, and shall not be abated, rebated, set-off,
reduced, abrogated, terminated, waived, diminished, postponed or otherwise modified in any
manner or to any extent whatsoever while any Trust Bonds remain outstanding or any Loan
Repayments remain unpaid, for any reason, regardless of any contingency, act of God, event or
cause whatsoever, including (without limitation) any acts or circumstances that may constitute
failure of consideration, eviction or constructive eviction, the taking by eminent domain or
destruction of or damage to the Project or Environmental Infrastructure System, commercial
frustration of the purpose, any change in the laws of the United States of America or of the State
or any political subdivision of either or in the rules or regulations of any governmental authority,
any failure of the Trust or the Trustee to perform and observe any agreement, whether express or
implied, or any duty, liability or obligation arising out of or connected with the Project, this Loan
Agreement or the Bond Resolution, or any rights of set-off, recoupment, abatement or
counterclaim that the Borrower might otherwise have against the Trust, the Trustee or any other

-23-

party or parties; provided, however, that payments hereunder shall not constitute a waiver of any
such rights. The Borrower shall not be obligated to make any payments required to be made by
any other Borrowers under separate Loan Agreements or the Bond Resolution.
The Borrower acknowledges that payment of the Trust Bonds by the Trust, including
payment from moneys drawn by the Trustee from the Debt Service Reserve Fund (to the extent
the Trust establishes a Debt Service Reserve Fund pursuant to the Bond Resolution), does not
constitute payment of the amounts due under this Loan Agreement and the Borrower Bond. If at
any time the amount in the Debt Service Reserve Fund shall be less than the Debt Service
Reserve Requirement as the result of any transfer of moneys from the Debt Service Reserve
Fund to the Debt Service Fund (as all such terms are defined in the Bond Resolution) as the
result of a failure by the Borrower to make any Trust Bond Loan Repayments required
hereunder, the Borrower agrees to replenish (i) such moneys so transferred and (ii) any
deficiency arising from losses incurred in making such transfer as the result of the liquidation by
the Trust of Investment Securities (as defined in the Bond Resolution) acquired as an investment
of moneys in the Debt Service Reserve Fund, by making payments to the Trust in equal monthly
installments for the lesser of six (6) months or the remaining term of the Loan at an interest rate
to be determined by the Trust necessary to make up any loss caused by such deficiency.
The Borrower acknowledges that payment of the Trust Bonds from moneys that were
originally received by the Trustee pursuant to Section 5.04(1) of the Bond Resolution from
repayments by the Borrowers of loans made to the Borrowers by the State, acting by and through
the Department, pursuant to loan agreements dated as of May 1, 2013 by and between the
Borrowers and the State, acting by and through the Department, to finance or refinance a portion
of the Costs of the Environmental Infrastructure Facilities of the Borrowers, does not constitute
payment of the amounts due under this Loan Agreement and the Borrower Bond.
SECTION 3.05.
Loan Agreement to Survive Bond Resolution and Trust Bonds.
The Borrower acknowledges that its duties, covenants, obligations and agreements hereunder
shall survive the discharge of the Bond Resolution applicable to the Trust Bonds and shall
survive the payment of the principal and redemption premium, if any, of and the interest on the
Trust Bonds until the Borrower can take no action or fail to take any action that could adversely
affect the exclusion from gross income of the interest on the Trust Bonds for purposes of federal
income taxation, at which time such duties, covenants, obligations and agreements hereunder
shall, except for those set forth in Sections 3.06(a) and (b) hereof, terminate.
SECTION 3.06.

Disclaimer of Warranties and Indemnification.

(a)
The Borrower acknowledges and agrees that (i) neither the Trust nor the Trustee
makes any warranty or representation, either express or implied, as to the value, design,
condition, merchantability or fitness for particular purpose or fitness for any use of the
Environmental Infrastructure System or the Project or any portions thereof or any other warranty
or representation with respect thereto; (ii) in no event shall the Trust or the Trustee or their
respective agents be liable or responsible for any incidental, indirect, special or consequential
damages in connection with or arising out of this Loan Agreement or the Project or the existence,
furnishing, functioning or use of the Environmental Infrastructure System or the Project or any
item or products or services provided for in this Loan Agreement; and (iii) to the fullest extent
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permitted by law, the Borrower shall indemnify and hold the Trust and the Trustee harmless
against, and the Borrower shall pay any and all, liability, loss, cost, damage, claim, judgment or
expense of any and all kinds or nature and however arising and imposed by law, which the Trust
and the Trustee may sustain, be subject to or be caused to incur by reason of any claim, suit or
action based upon personal injury, death or damage to property, whether real, personal or mixed,
or upon or arising out of contracts entered into by the Borrower, the Borrower’s ownership of the
Environmental Infrastructure System or the Project, or the acquisition, construction or
installation of the Project.
(b)
It is mutually agreed by the Borrower, the Trust and the Trustee that the Trust and
its officers, agents, servants or employees shall not be liable for, and shall be indemnified and
saved harmless by the Borrower in any event from, any action performed under this Loan
Agreement and any claim or suit of whatsoever nature, except in the event of loss or damage
resulting from their own negligence or willful misconduct. It is further agreed that the Trustee
and its directors, officers, agents, servants or employees shall not be liable for, and shall be
indemnified and saved harmless by the Borrower in any event from, any action performed
pursuant to this Loan Agreement, except in the event of loss or damage resulting from their own
negligence or willful misconduct.
(c)
The Borrower and the Trust agree that all claims shall be subject to and governed
by the provisions of the New Jersey Contractual Liability Act, N.J.S.A. 59:13-1 et seq. (except
for N.J.S.A. 59:13-9 thereof), although such Act by its express terms does not apply to claims
arising under contract with the Trust.
(d)
In connection with its obligation to provide the insurance required under Section
2.02(j) hereof: (i) the Borrower shall include, or cause to be included, the Trust and its directors,
employees and officers as additional “named insureds” on (A) any certificate of liability
insurance procured by the Borrower (or other similar document evidencing the liability insurance
coverage procured by the Borrower) and (B) any certificate of liability insurance procured by
any contractor or subcontractor for the Project, and from the later of the date of the Loan Closing
or the date of the initiation of construction of the Project until the date the Borrower receives the
written certificate of Project completion from the Trust, the Borrower shall maintain said liability
insurance covering the Trust and said directors, employees and officers in good standing; and (ii)
the Borrower shall include the Trust as an additional “named insured” on any certificate of
insurance providing against risk of direct physical loss, damage or destruction of the
Environmental Infrastructure System, and during the Loan Term the Borrower shall maintain
said insurance covering the Trust in good standing.
The Borrower shall provide the Trust with a copy of each of any such original,
supplemental, amendatory or reissued certificates of insurance (or other similar documents
evidencing the insurance coverage) required pursuant to this Section 3.06(d).
SECTION 3.07.
Option to Prepay Loan Repayments. The Borrower may prepay
the Trust Bond Loan Repayments, in whole or in part (but if in part, in the amount of $100,000
or any integral multiple thereof), upon prior written notice to the Trust and the Trustee not less
than ninety (90) days in addition to the number of days’ advance notice to the Trustee required
for any optional redemption of the Trust Bonds, and upon payment by the Borrower to the
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Trustee of amounts that, together with investment earnings thereon, will be sufficient to pay the
principal amount of the Trust Bond Loan Repayments to be prepaid plus the Interest Portion
described in clause (ii) of the definition thereof on any such date of redemption; provided,
however, that, with respect to any prepayment other than those required by Section 3.03A hereof,
any such full or partial prepayment may only be made (i) if the Borrower is not then in arrears on
its Fund Loan, (ii) if the Borrower is contemporaneously making a full or partial prepayment of
the Fund Loan such that, after the prepayment of the Loan and the Fund Loan, the Trust, in its
sole discretion, determines that the interests of the owners of the Trust Bonds are not adversely
affected by such prepayments, and (iii) upon the prior written approval of the Trust. In addition,
if at the time of such prepayment the Trust Bonds may only be redeemed at the option of the
Trust upon payment of a premium, the Borrower shall add to its prepayment of Trust Bond Loan
Repayments an amount, as determined by the Trust, equal to such premium allocable to the Trust
Bonds to be redeemed as a result of the Borrower’s prepayment. Prepayments shall be applied
first to the Interest Portion that accrues on the portion of the Loan to be prepaid until such
prepayment date as described in clause (ii) of the definition thereof and then to principal
payments (including premium, if any) on the Loan in inverse order of their maturity.
SECTION 3.08.

Priority of Loan and Fund Loan.

(a)
The Borrower hereby acknowledges that, to the extent allowed by law, any Loan
Repayments then due and payable on the Loan shall be satisfied by the Trustee before any loan
repayments on the Borrower’s Fund Loan shall be satisfied by the Trustee. The Borrower agrees
not to interfere with any such action by the Trustee.
(b)
The Borrower hereby acknowledges that in the event the Borrower fails or is
unable to pay promptly to the Trust in full any Trust Bond Loan Repayments under this Loan
Agreement when due, then any (i) Administrative Fee paid hereunder, (ii) late charges paid
hereunder, and (iii) loan repayments paid by the Borrower on its Fund Loan under the related
loan agreement therefor, any of which payments shall be received by the Trustee during the time
of any such Trust Bond Loan Repayment deficiency, shall be applied by the Trustee first to
satisfy such Trust Bond Loan Repayment deficiency as a credit against the obligations of the
Borrower to make payments of the Interest Portion under the Loan and the Borrower Bond,
second, to the extent available, to make Trust Bond Loan Repayments of principal hereunder and
payments of principal under the Borrower Bond, third, to the extent available, to pay the
Administrative Fee, fourth, to the extent available, to pay any late charges hereunder, fifth, to the
extent available, to satisfy the repayment of the Borrower’s Fund Loan under its related loan
agreement therefor, and finally, to the extent available, to satisfy the repayment of the
administrative fee under any such related loan agreement.
(c)
The Borrower hereby further acknowledges that any loan repayments paid by the
Borrower on its Fund Loan under the related loan agreement therefor shall be applied according
to the provisions of the Master Program Trust Agreement.
SECTION 3.09.
Approval of the New Jersey State Treasurer. The Borrower and
the Trust hereby acknowledge that prior to or simultaneously with the Loan Closing the New
Jersey State Treasurer, in satisfaction of the requirements of Section 9a of the Act, issued the
“Certificate of the New Jersey State Treasurer Regarding the Approval of the Trust Loan and the
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Fund Loan” (the “Treasurer’s Certificate”). Pursuant to the terms of the Treasurer’s Certificate,
the New Jersey State Treasurer approved the Loan and the terms and conditions thereof as
established by the provisions of this Loan Agreement.
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ARTICLE IV
ASSIGNMENT OF LOAN AGREEMENT AND BORROWER BOND
SECTION 4.01.

Assignment and Transfer by Trust.

(a)
The Borrower hereby expressly acknowledges that, other than the provisions of
Section 2.02(d)(ii) hereof, the Trust’s right, title and interest in, to and under this Loan
Agreement and the Borrower Bond have been assigned to the Trustee as security for the Trust
Bonds as provided in the Bond Resolution, and that if any Event of Default shall occur, the
Trustee or any Bond Insurer (as such term may be defined in the Bond Resolution), if applicable,
pursuant to the Bond Resolution, shall be entitled to act hereunder in the place and stead of the
Trust. The Borrower hereby acknowledges the requirements of the Bond Resolution applicable
to the Trust Bonds and consents to such assignment and appointment. This Loan Agreement and
the Borrower Bond, including, without limitation, the right to receive payments required to be
made by the Borrower hereunder and to compel or otherwise enforce observance and
performance by the Borrower of its other duties, covenants, obligations and agreements
hereunder, may be further transferred, assigned and reassigned in whole or in part to one or more
assignees or subassignees by the Trustee at any time subsequent to their execution without the
necessity of obtaining the consent of, but after giving prior written notice to, the Borrower.
The Trust shall retain the right to compel or otherwise enforce observance and
performance by the Borrower of its duties, covenants, obligations and agreements under Section
2.02(d)(ii) hereof; provided, however, that in no event shall the Trust have the right to accelerate
the Borrower Bond in connection with the enforcement of Section 2.02(d)(ii) hereof.
(b)
The Borrower hereby approves and consents to any assignment or transfer of this
Loan Agreement and the Borrower Bond that the Trust deems to be necessary in connection with
any refunding of the Trust Bonds or the issuance of additional bonds under the Bond Resolution
or otherwise, all in connection with the pooled loan program of the Trust.
SECTION 4.02.
Assignment by Borrower. Neither this Loan Agreement nor the
Borrower Bond may be assigned by the Borrower for any reason, unless the following conditions
shall be satisfied: (i) the Trust and the Trustee shall have approved said assignment in writing;
(ii) the assignee shall have expressly assumed in writing the full and faithful observance and
performance of the Borrower’s duties, covenants, obligations and agreements under this Loan
Agreement and, to the extent permitted under applicable law, the Borrower Bond; (iii)
immediately after such assignment, the assignee shall not be in default in the observance or
performance of any duties, covenants, obligations or agreements of the Borrower under this Loan
Agreement or the Borrower Bond; and (iv) the Trust shall have received an opinion of Bond
Counsel to the effect that such assignment will not adversely affect the security of the holders of
the Trust Bonds or the exclusion of the interest on the Trust Bonds from gross income for
purposes of federal income taxation under Section 103(a) of the Code.
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ARTICLE V
EVENTS OF DEFAULT AND REMEDIES
SECTION 5.01.
Events of Default. If any of the following events occur, it is
hereby defined as and declared to be and to constitute an “Event of Default”:
(a)
failure by the Borrower to pay, or cause to be paid, any Trust Bond Loan
Repayment required to be paid hereunder when due, which failure shall continue for a period of
fifteen (15) days;
(b)
failure by the Borrower to make, or cause to be made, any required payments of
principal, redemption premium, if any, and interest on any bonds, notes or other obligations of
the Borrower (other than the Loan and the Borrower Bond), after giving effect to the applicable
grace period, the payments of which are secured by the Revenues of the Environmental
Infrastructure System;
(c)
failure by the Borrower to pay, or cause to be paid, the Administrative Fee or any
late charges incurred hereunder or any portion thereof when due or to observe and perform any
duty, covenant, obligation or agreement on its part to be observed or performed under this Loan
Agreement, other than as referred to in subsection (a) of this Section 5.01 or other than the
obligations of the Borrower contained in Section 2.02(d)(ii) hereof and in Exhibit F hereto,
which failure shall continue for a period of thirty (30) days after written notice, specifying such
failure and requesting that it be remedied, is given to the Borrower by the Trustee, unless the
Trustee shall agree in writing to an extension of such time prior to its expiration; provided,
however, that if the failure stated in such notice is correctable but cannot be corrected within the
applicable period, the Trustee may not unreasonably withhold its consent to an extension of such
time up to 120 days from the delivery of the written notice referred to above if corrective action
is instituted by the Borrower within the applicable period and diligently pursued until the Event
of Default is corrected;
(d)
any representation made by or on behalf of the Borrower contained in this Loan
Agreement, or in any instrument furnished in compliance with or with reference to this Loan
Agreement or the Loan, is false or misleading in any material respect;
(e)
a petition is filed by or against the Borrower under any federal or state bankruptcy
or insolvency law or other similar law in effect on the date of this Loan Agreement or thereafter
enacted, and/or any proceeding with respect to such petition and/or pursuant to any such law
shall occur or be pending (including, without limitation, the operation and administration of the
Borrower pursuant to any plan of reorganization approved and implemented under any such
law), unless in the case of any such petition filed against the Borrower or any such proceeding
such petition and such proceeding shall be dismissed within thirty (30) days after such filing and
such dismissal shall be final and not subject to appeal or the further jurisdiction of any court; or
the Borrower shall become insolvent or bankrupt or shall make an assignment for the benefit of
its creditors; or a custodian (including, without limitation, a receiver, liquidator or trustee, but not
including a takeover by the Division of Local Government Services in the New Jersey
Department of Community Affairs) of the Borrower or any of its property shall be appointed by
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court order or take possession of the Borrower or its property or assets if such order remains in
effect or such possession continues for more than thirty (30) days;
(f)

the Borrower shall generally fail to pay its debts as such debts become due; and

(g)
failure of the Borrower to observe or perform such additional duties, covenants,
obligations, agreements or conditions as are required by the Trust and specified in Exhibit F
attached hereto and made a part hereof.
SECTION 5.02.
Notice of Default. The Borrower shall give the Trustee and the
Trust prompt telephonic notice of the occurrence of any Event of Default referred to in Section
5.01(e) or (f) hereof and of the occurrence of any other event or condition that constitutes an
Event of Default at such time as any senior administrative or financial officer of the Borrower
becomes aware of the existence thereof.
SECTION 5.03.
Remedies on Default. Whenever an Event of Default referred to
in Section 5.01 hereof shall have occurred and be continuing, the Borrower acknowledges the
rights of the Trustee and of any Bond Insurer to direct any and all remedies in accordance with
the terms of the Bond Resolution, and the Borrower also acknowledges that the Trust shall have
the right to take, or to direct the Trustee to take, any action permitted or required pursuant to the
Bond Resolution and to take whatever other action at law or in equity may appear necessary or
desirable to collect the amounts then due and thereafter to become due hereunder or to enforce
the observance and performance of any duty, covenant, obligation or agreement of the Borrower
hereunder.
In addition, if an Event of Default referred to in Section 5.01(a) hereof shall have
occurred and be continuing, the Trust shall, to the extent allowed by applicable law and to the
extent and in the manner set forth in the Bond Resolution, have the right to declare, or to direct
the Trustee to declare, all Loan Repayments and all other amounts due hereunder (including,
without limitation, payments under the Borrower Bond) together with the prepayment premium,
if any, calculated pursuant to Section 3.07 hereof to be immediately due and payable, and upon
notice to the Borrower the same shall become due and payable without further notice or demand.
SECTION 5.04.
Attorneys’ Fees and Other Expenses. The Borrower shall on
demand pay to the Trust or the Trustee the reasonable fees and expenses of attorneys and other
reasonable expenses (including, without limitation, the reasonably allocated costs of in-house
counsel and legal staff) incurred by either of them in the collection of Trust Bond Loan
Repayments or any other sum due hereunder or in the enforcement of the observation or
performance of any other duties, covenants, obligations or agreements of the Borrower upon an
Event of Default.
SECTION 5.05.
Application of Moneys. Any moneys collected by the Trust or the
Trustee pursuant to Section 5.03 hereof shall be applied (a) first to pay any attorneys’ fees or
other fees and expenses owed by the Borrower pursuant to Section 5.04 hereof, (b) second, to the
extent available, to pay the Interest Portion then due and payable, (c) third, to the extent
available, to pay the principal due and payable on the Loan, (d) fourth, to the extent available, to
pay the Administrative Fee, any late charges incurred hereunder or any other amounts due and
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payable under this Loan Agreement, and (e) fifth, to the extent available, to pay the Interest
Portion and the principal on the Loan and other amounts payable hereunder as such amounts
become due and payable.
SECTION 5.06.
No Remedy Exclusive; Waiver; Notice. No remedy herein
conferred upon or reserved to the Trust or the Trustee is intended to be exclusive, and every such
remedy shall be cumulative and shall be in addition to every other remedy given under this Loan
Agreement or now or hereafter existing at law or in equity. No delay or omission to exercise any
right, remedy or power accruing upon any Event of Default shall impair any such right, remedy
or power or shall be construed to be a waiver thereof, but any such right, remedy or power may
be exercised from time to time and as often as may be deemed expedient. In order to entitle the
Trust or the Trustee to exercise any remedy reserved to it in this Article V, it shall not be
necessary to give any notice other than such notice as may be required in this Article V.
SECTION 5.07.
Retention of Trust’s Rights. Notwithstanding any assignment or
transfer of this Loan Agreement pursuant to the provisions hereof or of the Bond Resolution, or
anything else to the contrary contained herein, the Trust shall have the right upon the occurrence
of an Event of Default to take any action, including (without limitation) bringing an action
against the Borrower at law or in equity, as the Trust may, in its discretion, deem necessary to
enforce the obligations of the Borrower to the Trust pursuant to Section 5.03 hereof.
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ARTICLE VI
MISCELLANEOUS
SECTION 6.01.
Notices.
All notices, certificates or other communications
hereunder shall be sufficiently given and shall be deemed given when hand delivered or mailed
by registered or certified mail, postage prepaid, to the Borrower at the address specified in
Exhibit A-1 attached hereto and made a part hereof and to the Trust and the Trustee at the
following addresses:
(a)

Trust:
New Jersey Environmental Infrastructure Trust
3131 Princeton Pike
Building 6, Suite 201
Lawrenceville, New Jersey 08648
Attention: Executive Director

(b)

Trustee:
U.S. Bank National Association
21 South Street, 3rd Floor
Morristown, New Jersey 07960
Attention: Corporate Trust Department

Any of the foregoing parties may designate any further or different addresses to which
subsequent notices, certificates or other communications shall be sent by notice in writing given
to the others.
SECTION 6.02.
Binding Effect. This Loan Agreement shall inure to the benefit of
and shall be binding upon the Trust and the Borrower and their respective successors and
assigns.
SECTION 6.03.
Severability. In the event any provision of this Loan Agreement
shall be held illegal, invalid or unenforceable by any court of competent jurisdiction, such
holding shall not invalidate, render unenforceable or otherwise affect any other provision hereof.
SECTION 6.04.

Amendments, Supplements and Modifications.

(a)
Except as otherwise provided in this Section 6.04, this Loan Agreement may not
be amended, supplemented or modified without the prior written consent of the Trust and the
Borrower and without the satisfaction of all conditions set forth in Section 11.12 of the Bond
Resolution. Notwithstanding the conditions set forth in Section 11.12 of the Bond Resolution, (i)
Section 2.02(p) hereof may be amended, supplemented or modified upon the written consent of
the Trust and the Borrower and without the consent of the Trustee, any Bond Insurer or any
holders of the Trust Bonds, and (ii) Exhibit H hereto may be amended, supplemented or
modified prior to the execution and delivery thereof as the Trust, in its sole discretion, shall
determine to be necessary, desirable or convenient for the purpose of satisfying Rule 15c2-12
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and the purpose and intent thereof as Rule 15c2-12, its purpose and intent may hereafter be
interpreted from time to time by the SEC or any court of competent jurisdiction, and such
amendment, supplement or modification shall not require the consent of the Borrower, the
Trustee, any Bond Insurer or any holders of the Trust Bonds.
(b)
Notwithstanding any provision of the Service Agreement to the contrary, the
Service Agreement may not be amended, supplemented or modified by the Borrower and the
Underlying Government Unit without the prior written consent of an Authorized Officer (as
defined in the Bond Resolution) of the Trust.
SECTION 6.05.
Execution in Counterparts. This Loan Agreement may be
executed in several counterparts, each of which shall be an original and all of which shall
constitute but one and the same instrument.
SECTION 6.06.
Applicable Law and Regulations. This Loan Agreement shall be
governed by and construed in accordance with the laws of the State, including the Act and the
Regulations, which Regulations are, by this reference thereto, incorporated herein as part of this
Loan Agreement.
SECTION 6.07.
Consents and Approvals. Whenever the written consent or
approval of the Trust shall be required under the provisions of this Loan Agreement, such
consent or approval may only be given by the Trust unless otherwise provided by law or by
rules, regulations or resolutions of the Trust or unless expressly delegated to the Trustee and
except as otherwise provided in Section 6.09 hereof.
SECTION 6.08.
Captions. The captions or headings in this Loan Agreement are
for convenience only and shall not in any way define, limit or describe the scope or intent of any
provisions or sections of this Loan Agreement.
SECTION 6.09.
Benefit of Loan Agreement; Compliance with Bond Resolution.
This Loan Agreement is executed, among other reasons, to induce the purchase of the Trust
Bonds. Accordingly, all duties, covenants, obligations and agreements of the Borrower herein
contained are hereby declared to be for the benefit of and are enforceable by the Trust, the
holders of the Trust Bonds and the Trustee. The Borrower covenants and agrees to observe and
comply with, and to enable the Trust to observe and comply with, all duties, covenants,
obligations and agreements contained in the Bond Resolution.
SECTION 6.10.
Further Assurances. The Borrower shall, at the request of the
Trust, authorize, execute, attest, acknowledge and deliver such further resolutions, conveyances,
transfers, assurances, financing statements and other instruments as may be necessary or
desirable for better assuring, conveying, granting, assigning and confirming the rights, security
interests and agreements granted or intended to be granted by this Loan Agreement and the
Borrower Bond.
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IN WITNESS WHEREOF, the Trust and the Borrower have caused this Loan
Agreement to be executed, sealed and delivered as of the date first above written.
NEW JERSEY ENVIRONMENTAL
INFRASTRUCTURE TRUST

[SEAL]

By:
Warren H. Victor
Chairman

ATTEST:

David E. Zimmer
Assistant Secretary

[NAME OF BORROWER]
[SEAL]
By:
ATTEST:

Authorized Officer

Authorized Officer

[signature page]

SCHEDULE A
Certain Additional Loan Agreement Provisions

S-1

EXHIBIT A-1
Description of Project and Environmental Infrastructure System

A-1

EXHIBIT A-2
Description of Loan

A-2

EXHIBIT B
Basis for Determination of Allowable Project Costs

B-1

EXHIBIT C
Estimated Disbursement Schedule

C-1

EXHIBIT D
Specimen Borrower Bond

D-1

(Except for assignment page, to be supplied by Borrower’s
bond counsel in substantially the following form)
IMPORTANT NOTE: The next three pages set forth the form of the Borrower Bond
prepared by the Trust’s Bond Counsel for municipal/county Borrowers. Although the Trust
recognizes that each authority Borrower has its own bond form as required pursuant to its
Borrower Bond Resolution, please incorporate in the authority bond form the pertinent
information from this municipal/county bond form (e.g., amounts payable under the Borrower
Bond set forth in the first paragraph, assignment in the second paragraph, disbursement language
in the third paragraph, unconditional obligation in the fourth paragraph, optional prepayment
provisions in the fifth paragraph and the date of the Borrower Bond).

SEE IMPORTANT NOTE ON PRIOR PAGE
FOR VALUE RECEIVED, [the] [NAME OF BORROWER], a [municipal/county
utilities authority] [sewerage authority] [political subdivision] duly created and validly existing
under the Constitution and laws of the State (the “Borrower”), hereby promises to pay to the
order of the New Jersey Environmental Infrastructure Trust (the “Trust”) (i) the principal amount
of __________________________ Dollars ($__________), or such lesser amount as shall be
determined in accordance with Section 3.01 of the Loan Agreement (as hereinafter defined), at
the times and in the amounts determined as provided in the Loan Agreement, together with (ii)
Interest on the Loan constituting the Interest Portion, the Administrative Fee and any late charges
incurred under the Loan Agreement (as such terms are defined in the Loan Agreement) in the
amount calculated as provided in the Loan Agreement, payable on the days and in the amounts
and as provided in the Loan Agreement, which principal amount and Interest Portion of the
Interest on the Loan shall, unless otherwise provided in the Loan Agreement, be payable on the
days and in the amounts as also set forth in Exhibit A attached hereto under the column headings
respectively entitled “Principal” and “Interest”, plus (iii) any other amounts due and owing under
the Loan Agreement at the times and in the amounts as provided therein. The Borrower
irrevocably pledges its Revenues (as defined in the Loan Agreement) for the punctual payment
of the principal of and the Interest on this Borrower Bond (as defined in the Loan Agreement)
and for the punctual payment of all other amounts due under this Borrower Bond and the Loan
Agreement according to their respective terms.
This Borrower Bond is issued pursuant to the [“Municipal and County Utilities
Authorities Law”, P.L. 1957, c. 183, (N.J.S.A. 40:14B-1 et seq.),] [the “Sewerage Authorities
Law”, P.L. 1946 c. 138 (N.J.S.A. 40:14A-1 et seq.),] [“the Local Authorities Fiscal Control
Law”, P.L. 1983 c. 313 (N.J.S.A. 40A:5A-1 et seq.),] [the “Borrower Enabling Act” means the
“[TITLE OF ACT]”, P.L. ____ c. ___ (N.J.S.A. _______ et seq.),] other applicable law and the
Loan Agreement dated as of May 1, 2013 by and between the Trust and the Borrower (the “Loan
Agreement”). This Borrower Bond is issued in consideration of the loan made under the Loan
Agreement (the “Loan”) to evidence the payment obligations of the Borrower set forth in the
Loan Agreement. This Borrower Bond has been assigned to U.S. Bank National Association, as
trustee (the “Trust’s Trustee”) under the “Environmental Infrastructure Bond Resolution, Series
2013[_]”, adopted by the Trust on March __, 2013, as the same may be amended and
supplemented in accordance with the terms thereof (the “Bond Resolution”), and payments
hereunder shall, except as otherwise provided in the Loan Agreement, be made directly to the
Trust’s Trustee for the account of the Trust pursuant to such assignment. Such assignment has
been made as security for the payment of the Trust Bonds (as defined in the Loan Agreement)
issued to finance or refinance the Loan and as otherwise described in the Loan Agreement. This
Borrower Bond is subject to further assignment or endorsement in accordance with the terms of
the Bond Resolution and the Loan Agreement. All of the terms, conditions and provisions of the
Loan Agreement are, by this reference thereto, incorporated herein as part of this Borrower
Bond.
Pursuant to the Loan Agreement, disbursements shall be made by the Trustee to the
Borrower, in accordance with written instructions of the Trust, upon receipt by the Trust and the

Trust’s Trustee of requisitions from the Borrower executed and delivered in accordance with the
requirements set forth in Section 3.02 of the Loan Agreement.
This Borrower Bond is entitled to the benefits and is subject to the conditions of the Loan
Agreement. The obligations of the Borrower to make the payments required hereunder shall be
absolute and unconditional, without any defense or right of set-off, counterclaim or recoupment
by reason of any default by the Trust under the Loan Agreement or under any other agreement
between the Borrower and the Trust or out of any indebtedness or liability at any time owing to
the Borrower by the Trust or for any other reason.
This Borrower Bond is subject to optional prepayment under the terms and conditions,
and in the amounts, provided in Section 3.07 of the Loan Agreement. To the extent allowed by
applicable law, this Borrower Bond may be subject to acceleration under the terms and
conditions, and in the amounts, provided in Section 5.03 of the Loan Agreement.
IN WITNESS WHEREOF, the Borrower has caused this Borrower Bond to be duly
executed, sealed and delivered as of May __, 2013.
[NAME OF BORROWER]
[SEAL]
By:________________________
ATTEST:

____________________________

New Jersey Environmental Infrastructure Trust hereby assigns the foregoing Borrower
Bond to U.S. Bank National Association, as the Trust’s Trustee under the “Environmental
Infrastructure Bond Resolution, Series 2013[_]”, adopted on March __, 2013, as amended and
supplemented, all as of the date of this Borrower Bond, as security for the Trust Bonds issued or
to be issued under the Bond Resolution to finance or refinance the Project Fund (as defined in
the Bond Resolution).
NEW JERSEY ENVIRONMENTAL
INFRASTRUCTURE TRUST
[SEAL]
ATTEST:

____________________________
David E. Zimmer
Assistant Secretary

By:________________________
Warren H. Victor
Chairman

EXHIBIT E
Opinions of Borrower’s Bond Counsel and General Counsel
See Closing Item ______
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[LETTERHEAD OF COUNSEL TO BORROWER]
May __, 2013
New Jersey Environmental Infrastructure Trust
3131 Princeton Pike
Building 6, Suite 201
Lawrenceville, New Jersey 08625
U.S. Bank National Association
21 South Street, 3rd Floor
Morristown, New Jersey 07960
Attention: Corporate Trust Department
Ladies and Gentlemen:
We have acted as counsel to [the] [Name of Borrower], a [municipal/county utilities
authority] [sewerage authority] [political subdivision] of the State of New Jersey (the
“Borrower”), which has entered into a Loan Agreement (as hereinafter defined) with the New
Jersey Environmental Infrastructure Trust (the “Trust”), and have acted as such in connection
with the authorization, execution, attestation and delivery by the Borrower of its Loan
Agreement and Borrower Bond (as hereinafter defined) pursuant to the [“Municipal and County
Utilities Authorities Law”, P.L. 1957, c. 183, (N.J.S.A. 40:14B-1 et seq.),] [the “Sewerage
Authorities Law”, P.L. 1946 c. 138 (N.J.S.A. 40:14A-1 et seq.),] [“the Local Authorities Fiscal
Control Law”, P.L. 1983 c. 313 (N.J.S.A. 40A:5A-1 et seq.),] [the “Borrower Enabling Act”
means the “[TITLE OF ACT]”, P.L. ____ c. ___ (N.J.S.A. _______ et seq.),] and a bond
resolution of the Borrower adopted on [DATE] and entitled “[TITLE]”, as amended and
supplemented, including by a supplemental resolution adopted on [DATE] and entitled
“[TITLE]” (such resolutions shall be collectively referred to herein as the “Resolution”). All
capitalized terms used but not defined herein shall have the meanings ascribed to such terms in
the Loan Agreement.
In so acting, we have examined the Constitution and laws of the State of New Jersey,
including, without limitation, the Borrower Enabling Act and the ordinance(s) of [_________]
creating the Borrower and the by-laws of the Borrower. We have also examined originals, or
copies certified or otherwise identified to our satisfaction, of the following:
(a)
the Trust’s “Environmental Infrastructure Bond Resolution, Series 2013[_]”
adopted by the Board of Directors of the Trust on March __, 2013;
(b)
the Loan Agreement dated as of May 1, 2013 (the “Loan Agreement”) by and
between the Trust and the Borrower;

New Jersey Environmental Infrastructure Trust
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the proceedings of the governing body of the Borrower relating to the approval of
the Loan Agreement and the execution, attestation and delivery thereof on behalf of the
Borrower and the authorization of the undertaking and completion of the Project;
(d)
the Borrower Bond dated May __, 2013 (the “Borrower Bond”) issued by the
Borrower to the Trust to evidence the Loan; [and]
(e)
the proceedings (together with the proceedings referred to in clause (c) above and
Section 5 below, the “Proceedings”) of the governing body of the Borrower, including, without
limitation, the Resolution, relating to the authorization of the Borrower Bond and the sale,
execution, attestation, authentication and delivery thereof to the Trust (the Loan Agreement and
the Borrower Bond are referred to herein collectively as the “Loan Documents”)[;] [; and] [.]
[(f)
the service agreement dated as of __________ (the “Service Agreement”)
between the Borrower and __________ (the “Underlying Government Unit”), as amended.]
[(f)
the service agreement dated as of __________ (the “Municipal Service
Agreement”) between the Borrower and __________ (the “Municipal Underlying Government
Unit”), as amended;
(f)
the service agreement dated as of __________ (the “Authority Service
Agreement”, and together with the Municipal Service Agreement, the “Service Agreement”)
between the Borrower and ____________________ (the “Authority Underlying Government
Unit”, and together with the Municipal Underlying Government Unit, the “Underlying
Government Unit”), as amended; and
(g)
the service agreement dated as of _____________ (the “Indirect Service
Agreement”) between the Authority Underlying Government Unit and ____________________
(the “Indirect Underlying Government Unit”), as amended.]
[(IF JUNIOR LIEN BOND RESOLUTION) [(f)] [(g)] [(i)] the bond resolution of the
Borrower (the “Senior Lien Bond Resolution”) authorizing the issuance of bonds, notes or other
debt obligations outstanding that are superior or senior to the Borrower Bond as to lien on, and
source and security for payment thereof from, the Revenues (the “Senior Lien Bonds”).]
We have also examined and relied upon originals, or copies certified or otherwise
authenticated to our satisfaction, of such other records, documents, certificates and other
instruments, and have made such investigation of law as in our judgment we have deemed
necessary or appropriate, to enable us to render the opinions expressed below.
We are of the opinion that:
1.
The Borrower is a [municipal/county utilities authority] [sewerage authority]
[political subdivision] duly created and validly existing under and pursuant to the Constitution
and statutes of the State of New Jersey, including the Borrower Enabling Act, with the legal right
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Page -3to carry on the business of its Environmental Infrastructure System as currently being conducted
and as proposed to be conducted.
2.
The Borrower has full legal right and authority to execute, attest and deliver the
Loan Documents, to sell the Borrower Bond to the Trust, to cause the authentication of the
Borrower Bond, to observe and perform its duties, covenants, obligations and agreements under
the Loan Documents and to undertake and complete the Project.
3.
The acting officials of the Borrower who are contemporaneously herewith
performing or have previously performed any action contemplated in the Loan Agreement are,
and at the time any such action was performed were, the duly appointed or elected officials of the
Borrower empowered by applicable New Jersey law and authorized by ordinance or resolution of
the Borrower to perform such actions.
4.
In accordance with the terms of the Resolution and to the extent provided therein,
the Borrower has unconditionally and irrevocably pledged the Revenues of its Environmental
Infrastructure System for the punctual payment of the Loan Repayments and all other amounts
due under the Loan Documents according to their respective terms.
5.
The proceedings of the Borrower’s governing body (i) approving the Loan
Documents, (ii) authorizing their execution, attestation and delivery on behalf of the Borrower,
(iii) with respect to the Borrower Bond only, authorizing its sale by the Borrower to the Trust
and authorizing its authentication on behalf of the Borrower, (iv) authorizing the Borrower to
consummate the transactions contemplated by the Loan Documents, (v) authorizing the
Borrower to undertake and complete the Project, [(vi) authorizing the approval of the inclusion
in the Official Statement of the Borrower Appendices,] and (vi) [(vii)] authorizing the execution
and delivery of all other certificates, agreements, documents and instruments in connection with
the execution, attestation and delivery of the Loan Documents, [including, without limitation, the
designation of the Borrower Appendices portion of the Preliminary Official Statement as
“deemed final” for the purposes and within the meaning of Rule 15c2-12(b)(1) of the Securities
Exchange Act of 1934, as amended, as promulgated by the Securities and Exchange
Commission,] have each been duly and lawfully adopted and authorized in accordance with
applicable law and applicable resolutions of the Borrower, including, without limitation, the
Resolution, the other Proceedings, the Borrower Enabling Act and the Local Authorities Fiscal
Control Law, which Proceedings constitute all of the actions necessary to be taken by the
Borrower to authorize its actions contemplated by clauses (i) through (vi) [(vii)] above and
which Proceedings, including, without limitation, the Resolution, were duly adopted and
published, where necessary, in accordance with applicable New Jersey law at a meeting or
meetings duly called pursuant to necessary public notice and held in accordance with applicable
New Jersey law and at which quorums were present and acting throughout.
6.
The Loan Documents have been duly authorized, executed, attested and delivered
by the Authorized Officers of the Borrower, the Borrower Bond has been duly sold by the
Borrower to the Trust, and the Borrower Bond has been duly authenticated by the trustee or
paying agent under the Resolution; and assuming in the case of the Loan Agreement that the
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authorized, executed, attested and delivered, the Loan Agreement, the Loan Documents
constitute the legal, valid and binding obligations of the Borrower, enforceable against the
Borrower in accordance with their respective terms, subject, however, to the effect of, and to
restrictions and limitations imposed by or resulting from, bankruptcy, insolvency, moratorium,
reorganization or other similar laws affecting creditors’ rights generally. No opinion is rendered
as to the availability of any particular remedy.
7.
The authorization, execution, attestation and delivery of the Loan Documents by
the Borrower and, in the case of the Borrower Bond only, the authentication thereof by the
trustee or paying agent under the Resolution and the sale thereof to the Trust, the observation and
performance by the Borrower of its duties, covenants, obligations and agreements thereunder, the
consummation of the transactions contemplated therein, and the undertaking and completion of
the Project do not and will not (i) result in any breach of any of the terms, conditions or
provisions of, or (ii) constitute a default under, any existing ordinance or resolution, outstanding
debt or lease obligation, trust agreement, indenture, mortgage, deed of trust, loan agreement or
other instrument to which the Borrower is a party or by which the Borrower, its Environmental
Infrastructure System or any of its properties or assets may be bound, nor will such action result
in any violation of the provisions of the charter or other document pursuant to which the
Borrower was established or any laws, ordinances, injunctions, judgments, decrees, rules,
regulations or existing orders of any court or governmental or administrative agency, authority or
person to which the Borrower, its Environmental Infrastructure System or its properties or
operations is subject.
8.
All approvals, consents or authorizations of, or registrations of or filings with, any
governmental or public agency, authority or person required to date on the part of the Borrower
in connection with the authorization, execution, attestation, delivery and performance of the
Loan Documents, the sale of the Borrower Bond and the undertaking and completion of the
Project have been obtained or made.
[9.
The Borrower and the Underlying Government Unit had and have the right and
power under the Constitution and statutes of the State of New Jersey to enter into and execute the
Service Agreement and to observe and perform all of their respective duties, covenants,
obligations and agreements thereunder, and the Service Agreement has been duly executed and
delivered by the Borrower and the Underlying Government Unit and constitutes a valid and
legally binding obligation of each of them, enforceable against each of them in accordance with
its terms, and obligates the Underlying Government Unit to make payment to the Borrower of
Annual Charges as defined in and when due under the Service Agreement.]
[9.
The Borrower and the Underlying Government Unit had and have the right and
power under the Constitution and statutes of the State of New Jersey to enter into and execute the
Service Agreement and to observe and perform all of their respective duties, covenants,
obligations and agreements thereunder, and the Service Agreement has been duly executed and
delivered by the Borrower and the Underlying Government Unit and constitutes a valid and
legally binding obligation of each of them, enforceable against each of them in accordance with
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Annual Charges as defined in and when due under the Service Agreement.
The Authority Underlying Government Unit and the Indirect Underlying Government
Unit had and have the right and power under the Constitution and statutes of the State of New
Jersey to enter into and execute the Indirect Service Agreement and to observe and perform all of
their respective duties, covenants, obligations and agreements thereunder, and the Indirect
Service Agreement has been duly executed and delivered by the Authority Underlying
Government Unit and the Indirect Underlying Government Unit and constitutes a valid and
legally binding obligation of each of them, enforceable against each of them in accordance with
its terms, and obligates the Indirect Underlying Government Unit to make payment to the
Authority Underlying Government Unit of Annual Charges (the “Indirect Annual Charges”) as
defined in and when due under the Indirect Service Agreement.]
[10. The Annual Charges payable by the Underlying Government Unit under the
Service Agreement constitute valid, binding, direct and general obligations of the Underlying
Government Unit [in accordance with the Borrower Enabling Act], and the Underlying
Government Unit has the power and is obligated, if necessary, to levy ad valorem taxes upon all
the taxable property located in the Underlying Government Unit for the payment of such Annual
Charges as the same become due, without limitation as to rate or amount.]
[10. The Annual Charges payable by the Underlying Government Unit under the
Service Agreement constitute valid, binding, direct and general obligations of the Municipal
Underlying Government Unit and valid, binding and direct obligations of the Authority
Underlying Government Unit, and the Municipal Underlying Government Unit has the power
and is obligated, if necessary, to levy ad valorem taxes upon all the taxable property located in
the Municipal Underlying Government Unit for the payment of such Annual Charges as the same
become due, without limitation as to rate or amount.
The Indirect Annual Charges payable by the Indirect Underlying Government Unit under
the Indirect Service Agreement constitute valid, binding, direct and general obligations of the
Indirect Underlying Government Unit, and the Indirect Underlying Government Unit has the
power and is obligated, if necessary, to levy ad valorem taxes upon all the taxable property
located in the Indirect Underlying Government Unit for the payment of such Indirect Annual
Charges as the same become due, without limitation as to rate or amount.]
[11.] [9.]
There is no litigation or other proceeding pending or, to our knowledge,
after due inquiry, threatened in any court or other tribunal of competent jurisdiction (either state
or federal) (i) questioning the creation, organization or existence of the Borrower[,] [or] [the
Underlying Government Unit] [or the Indirect Underlying Government Unit], (ii) questioning the
validity, legality or enforceability of the Resolution, the Loan[,] [or] the Loan Documents[,] [or]
[the Service Agreement] [or the Indirect Service Agreement], (iii) questioning the undertaking or
completion of the Project, (iv) otherwise challenging the Borrower’s ability to consummate the
transactions contemplated by the Loan[,] [or] the Loan Documents[,] [or] [the Service
Agreement] [or the Indirect Service Agreement], [(v) questioning the imposition or collection of
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would have a materially adverse impact on the financial condition of the Borrower.
[12.] [10.]
[(IF JUNIOR LIEN BONDS) Other than any Senior Lien Bonds,] [T]the
Borrower has no bonds, notes or other debt obligations outstanding that are superior or senior to
the Borrower Bond as to lien on, and source and security for payment thereof from, the
Revenues.
[13.] [11.]
To the best of our knowledge, upon due inquiry, (i) all representations
made by the Borrower contained within subsections (f) and (h) of Section 2.02 and, if applicable,
Exhibit F of the Loan Agreement are true, accurate and complete, and (ii) all expectations
contained therein are reasonable, and we know of no reason why the Borrower would be unable
to comply on a continuing basis with the covenants contained within subsections (f) and (h) of
Section 2.02 and, if applicable, Exhibit F of the Loan Agreement.
[14.] [12.]
Assuming that (i) the Borrower complies on a continuing basis with the
covenants contained in subsections (f) and (h) of Section 2.02 and, if applicable, Exhibit F of the
Loan Agreement, (ii) interest on the Trust Bonds is otherwise excluded from gross income of the
holders thereof for federal income tax purposes under the Internal Revenue Code of 1986, as
amended, and (iii) the proceeds of the Trust Bonds loaned to the Borrower represent all of the
proceeds of the Trust Bonds, the application of the proceeds of the Loan for their intended
purposes will not adversely affect the exclusion from gross income for federal income tax
purposes of the interest on the Trust Bonds and no portion of the Trust Bonds will be used in a
private use, within the meaning of Section 141 of the Code.
We hereby authorize McCarter & English, LLP, acting as bond counsel to the Trust, and
the Attorney General of the State of New Jersey, acting as general counsel to the Trust, to rely on
this opinion as if we had addressed this opinion to them in addition to you.
Very truly yours,

EXHIBIT F
Additional Covenants and Requirements

F-1

EXHIBIT F-2
Service Agreement

F-2

EXHIBIT G
General Administrative Requirements for the
State Environmental Infrastructure Financing Program

G-1

EXHIBIT H
Form of Continuing Disclosure Agreement

H-1

RESOLUTION NO. 13–04
RESOLUTION AUTHORIZING ISSUANCE OF REQUESTS FOR PROPOSALS
FOR OFFICE FURNITURE AND OFFICE EQUIPMENT
WHEREAS, the New Jersey Environmental Infrastructure Trust (the "Trust") is organized and
existing under the New Jersey Environmental Infrastructure Trust Act, constituting Chapter 334 of the
Pamphlet Laws of 1985 of the State of New Jersey (codified at N.J.S.A, 58:11B-1 et seq.), as the same
may from time to time be amended and supplemented (the “Act); and
WHEREAS, pursuant to Section 5(g) of the Act, the Trust is authorized to purchase personal
property; and
WHEREAS, pursuant to Resolution No. 12-28, the Trust authorized execution of an office lease
agreement with Princeton Pike Office Park, LLC for 3131 Princeton Pike, Building 4, Suite 216, which
was executed on November 26, 2012; and
WHEREAS, although the Trust will continue to use existing office furniture and equipment in
the new office, the procurement of certain additional furniture and equipment is necessary.
NOW THEREFORE BE IT RESOLVED THAT, the Executive Director of the Trust is
authorized to distribute Requests for Proposal (RFP) through one or more solicitation processes for the
following items:
1.
2.
3.
4.

Office cubicles;
Backup generator for office operations;
Office Telecommunication system; and
Air Conditioning Unit (computer server room).

BE IT FURTHER RESOLVED THAT the Executive Director is further authorized to designate
one or more procurement committees pursuant to the Procurement Policy to independently review all
proposals received and make reports and recommendations as to the selection of furniture and equipment
providers to the Executive Director; and
BE IT FURTHER RESOLVED THAT the Executive Director shall present the Board with a
recommendations for contract awards for furniture and equipment at its next meeting; and
BE IT FURTHER RESOLVED THAT the Executive Director is authorized to take all other
actions consistent with the Procurement Policy to procure the aforementioned furniture and equipment.
Adopted Date:
Motion Made By:
Motion Seconded By:

January 10, 2013
Mr. Ellis
Mr. Briant

Ayes:

7

Nays:

0

Abstentions:

0

RESOLUTION NO. 13-05
RESOLUTION OF THE NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE
TRUST AUTHORIZING THE STATE FISCAL YEAR 2014 PLANNING
AND DESIGN FINANCING ROGRAM
WHEREAS, the New Jersey Environmental Infrastructure Trust (the "Trust"), pursuant to
and in accordance with (i) the "New Jersey Environmental Infrastructure Trust Act", constituting
Chapter 334 of the Pamphlet Laws of 1985 of the State of New Jersey (the "State") (codified at
N.J.S.A. 58:11 B-1 et seq.), as the same has been, and in the future may from time to time be,
amended and supplemented (the "Act"), and (ii) the regulations promulgated pursuant to the Act
(N.J.A.C. 7:22-2.1 et seq.), as the same have been, and in the future may from time to time be,
amended and supplemented (the "Regulations"), is authorized, pursuant to a planning and design
financing program (the "Planning and Design Financing Program"), to make loans (each, a
"Planning Loan") to eligible project sponsors (each, a "Borrower") for the purpose of financing the
allowable environmental planning and engineering design costs of environmental infrastructure
projects (each, a "Project"), provided that each such Planning Loan made by the Trust to a
Borrower for a Project satisfies the requirements of the Act, including, without limitation, N.J.S.A.
58:11B-9.2, and any applicable Regulations; and
WHEREAS, the Act, specifically N.J.S.A. 58:11B-9.2, provides for the making of Planning
Loans to Borrowers with respect to Projects that are included on the project priority lists for the
ensuing fiscal year that has been submitted to the State Legislature pursuant to N.J.S.A. 58:11B-20
or N.J.S.A. 58: llB-20.1 (collectively, the "Priority List"), as well as Projects that are not included
on the Priority List; and
WHEREAS, pursuant to the Act, the sources of funding for the Planning and Design
Financing Program authorized hereby shall be (i) the Planning and Design Fund created by N.J.S.A.
58:11B-9.2(a) and (ii) the Interim Financing Program Fund created by N.J.S.A. 58:11B-9(d)
(collectively, the "Available Funds"), provided that a Planning Loan made from moneys on deposit
in the Interim Financing Program Fund may be made only with respect to a Project that is included
on the Priority List; and
WHEREAS, it is the desire of the Trust, subject to the terms and provisions of the Act, the
Regulations and this Resolution, to authorize the implementation of the Planning and Design
Financing Program for State Fiscal Year 2014 (the "SFY 2014 Planning and Design Financing
Program"), pursuant to the parameters set forth herein, including, without limitation, the following
conditions precedent that must be satisfied in full in connection with any Planning Loan made by
the Trust to a qualifying Borrower for its Project: (i) the Borrower has submitted to the Trust and
the New Jersey Department of Environmental Protection (the "NJDEP") a complete Planning and
Design Financing Program application with respect to the Project; (ii) the proposed scope of the
Project has been certified for funding by the Trust through the Planning and Design Financing
Program in accordance with N.J.A.C. 7:22-4.13; (iii) there exists sufficient Available Funds for the
making of the Planning Loan; (iv) if the Project is on the Priority List for State Fiscal Year 2014
(the "SFY 2014 Priority List"), the Project is in the fundable range in the forthcoming funding cycle
given the Project's rank and the anticipated availability of NJDEP and Trust monies; and (v) the
proposed Borrower has not previously received financing from the Trust or the NJDEP, through the
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Planning and Design Financing Program or otherwise, for the same project scope (items (i)
through (v) hereof shall be referred to collectively herein as the "Planning and Design
Financing Program Conditions Precedent"); and
WHEREAS, it is the desire of the Trust to establish certain terms for each Planning
Loan made by the Trust as part of the SFY 2014 Planning and Design Financing Program
authorized hereby.
NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the Trust
(the "Board"), as follows:
Section 1.
The Board hereby authorizes the establishment of the SFY 2014
Planning and Design Financing Program, provided (i) such SFY 2014 Planning and
Design Financing Program shall be funded solely from the Available Funds, (ii)
aggregate, outstanding Planning Loans shall not exceed $2 million at any time, (iii) the
availability to qualifying applicants of Planning Loans shall be prioritized based upon
the chronological order of the certification of proposed Projects for funding through the
SFY 2014 Planning and Design Financing Program by the Trust in accordance with
N.J.A.C. 7:22-4.13, (iv) Planning Loans shall fully comply with the provisions of the Act,
the Regulations applicable thereto and the terms of this Resolution, including, without
limitation, the Planning and Design Financing Program Conditions Precedent.
Section 2. Any Planning Loan made by the Trust as part of the SFY 2014 Planning
and Design Financing Program shall be evidenced by (i) a note or other appropriate
obligation of the Borrower to be issued to the Trust (the "Obligation"), and (ii) any other
documentation as shall be deemed necessary and appropriate by the Executive Director of
the Trust, or any other person or persons designated by the Board by resolution to act on
behalf of the Trust (each, an "Authorized Officer"), after consultation with Bond Counsel to
the Trust and the Office of the Attorney General of the State (collectively, the "Loan
Instruments"). Each Obligation shall be in substantially the applicable form attached hereto
as Exhibit A, with such revisions and modifications thereto as shall be approved by an
Authorized Officer after consultation with Bond Counsel to the Trust and the Office of the
Attorney General of the State. The Loan Instruments shall include such terms and provisions
relating to the SFY 2014 Planning and Design Financing Program as shall be determined by
the Authorized Officer, after consultation with Bond Counsel to the Trust and the Office of
the Attorney General of the State, as being necessary in connection with (i) the satisfaction of
the requirements of the Act and the Regulations and (ii) the implementation of the
terms of this Resolution. Any Planning Loan made by the Trust to a Borrower as part of
the SFY 2014 Planning and Design Financing Program:
(i)
shall be funded solely from the Available Funds; provided that any
Planning Loan made with respect to a Project that is not on the SFY 2014 Priority List
shall be funded solely from Available Funds other than amounts on deposit in
the Interim Financing Program Fund established pursuant to N.J.S.A. 58:11B-9(d);
(ii)
shall bear interest at a rate of (a) with respect to a Planning Loan made
to (1) a local government unit (as2 such term is defined in the Act) or (2) a public
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water utility (as such term is defined in the Act) or small water company (as such term
is defined in the Act), in each case, serving fewer than 10,000 residents, 0%, and (b)
with respect to a Planning
Loan made to (1) a public water utility or small water company, in each case,
serving greater than 10,000 residents, (2) any other private person, or (3) a local
government unit on behalf of any private person, 2%;
(iii)

shall not exceed $500,000 in principal amount;

(iv)
shall have a maturity date (the "Maturity Date") not later than (a)
with respect to a Project included on the SFY 2014 Priority List, the date of closing
with respect to the State Fiscal Year 2015 New Jersey Environmental Infrastructure
Financing Program as administered by the Trust and the NJDEP (the "Financing
Program"), which shall be no later than June 30, 2015, and (b) with respect to a
Project not included on the SFY 2014 Priority List, the date of closing with respect
to the applicable long-term financing within the State Fiscal Year 2016 Financing
Program, which shall be no later than June 30, 2016;
(v)
shall be repaid by the Borrower from the participation by the Borrower
in the Financing Program prior to the Maturity Date, or, in the event of the failure on
the part of the Borrower to qualify for and participate in the Financing Program
prior to the Maturity Date for any reason, a source of funds, other than the Financing
Program, that is available to the Borrower for such purpose, including, without
limitation, the proceeds of short-term or long-term debt that may be incurred by the
Borrower; and
(vi)
fee.

shall not be subject to the imposition by the Trust of an administrative

Section 3. Prior to the making of a Planning Loan with respect to a Project
that is included on the SFY 2014 Priority List, the Authorized Officer shall certify the
proposed scope of such Project for funding thorough the SFY 2014 Planning and
Design Financing Program in accordance with the provisions of N.J.A.C. 7:22-4.13,
provided, however, that (i) the proposed scope of such Borrower's Project previously has
been certified for funding by the Commissioner of the NJDEP pursuant to the provisions of
N.J.A.C. 7:22-3.13, and (ii) such Project shall qualify for funding through the SFY 2014
Planning and Design Financing Program pursuant to the terms and provisions of the Act
and the Regulations and the terms and provisions of this Resolution, including, without
limitation, the Planning and Design Financing Program Conditions Precedent.
Section 4. No Planning Loan shall be made by the Trust to a Borrower with respect
to a Project not included on the SFY 2014 Priority List pursuant to the SFY 2014 Planning
and Design Financing Program without the prior approval of the Board in the form of a
resolution duly adopted pursuant to and in satisfaction of the requirements of the Act
(the "Authorizing Resolution"), provided that such Borrower and such Project each shall
3
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qualify for funding through the SFY 2014 Planning and Design Financing Program pursuant
to the terms and provisions of the Act and the Regulations and the terms and provisions
of this Resolution, including, without limitation, the Planning and Design Financing
Program Conditions Precedent. The Authorizing Resolution shall include, without limitation,
the certification of the proposed scope of such Borrower's Project for funding in
accordance with the provisions of N.J.A.C. 7:22-4.13, provided, however, that the
proposed scope of such Borrower's Project previously has been certified for funding by the
Commissioner of the NJDEP pursuant to the provisions of N.J.A.C. 7:22-3.13.
Section 5. The Authorized Officer is hereby authorized and directed to execute (i)
any Loan Instrument to which the Trust is a party (the "Trust Loan Instruments")
and (ii) any certificates, instruments or documents contemplated therein or otherwise related
to the participation of any Borrower in the SFY 2014 Planning and Design Financing
Program.
Section 6. Upon execution of the Trust Loan Instruments by an Authorized Officer,
the Secretary and the Assistant Secretary ofthe Trust are each hereby severally authorized
and directed, where required, to affix the corporate seal of the Trust, and to attest to the
signature of such Authorized Officer, thereon and on any certificates, instruments or
documents contemplated therein or related thereto.
Section 7. At the meeting of the Board immediately following the execution
and delivery of any Loan Instruments by the Trust relating to any Planning Loan made by
the Trust to any Borrower pursuant to the SFY 2014 Planning and Design Financing Program,
the Executive Director of the Trust shall provide a report to the Board concerning the details
of such transaction.
Section 8.
This Resolution shall become effective in accordance with the
terms of Section 4(i) of the Act (N.J.S.A. 58:11B-4(i)).
Adopted Date:
Motion Made By:
Motion Seconded By:

Mr. Requa
Ms. Kreipke

Ayes:

7

Nays:

0

Abstentions:

0
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EXHIBIT A
FORMS OF OBLIGATION
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[NAME OF MUNICIPALITYI
NOTE
RELATING TO:
THE PLANNING AND DESIGN FINANCING PROGRAM
OF THE NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST

$

, 20__

_______

_------

PDFP-

-

a
municipal corporation duly created and validly existing pursuant to the laws of the State (as
hereinafter defined), and its successors and assigns (the "Borrower"), hereby promises to pay to
the order of the NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST, a
public body corporate and politic with corporate succession, duly created and validly existing
under and by virtue of the Act (as hereinafter defined) (the "Trust"), the Principal (as hereinafter
defined), together with all unpaid accrued Interest (as hereinafter defined), fees, late charges and
other sums due hereunder, if any, in lawful money of the United States of America, on the
Maturity Date (as hereinafter defined) or the date of any optional prepayment or acceleration in
accordance with the provisions of this note (this "Note").
FOR

VALUE

RECEIVED,

,

As used in this Note, unless the context requires otherwise,
the following terms shall have the following meanings:
SECTI ON 1. Definitions.

means the "New Jersey Environmental Infrastructure Trust Act", constituting
Chapter 334 of the Pamphlet Laws of 1985 of the State (codified at N.J. S.A. 58:11B-1 et seq.),
as the same may from time to time be amended and supplemented.
"Act"

means a fee of up to four-tenths of one percent (.40%) of that
portion of the Principal identified in clause (i) of the definition thereof (as set forth in this
Section 1), or such lesser amount, if any, as the Trust may determine from time to time.
"Administrative Fee"

means the financing program of the Trust, pursuant
to which the Trust will issue, not later than June 30,
, its Trust Bonds for the purpose of
financing, on a long term basis, the Project and other projects of certain qualifying borrowers.
"Anticipated Financing Program"

__

"Anticipated Long Term Loan" means the long term loan made by the Trust to the
Borrower from the proceeds ofits Trust Bonds, as part of the Anticipated Financing Program.

means any person authorized by the Borrower or the Trust, as the
case may be, to perform any act or execute any document relating to the Loan or this Note.
"Authorized Officer"

"Code" means the Internal Revenue Code of 1986, as the same may from time to time be
amended and supplemented, including any regulations promulgated thereunder, any successor
code thereto and any administrative or judicial interpretations thereof.
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"Cost" means those costs that are allocable to the Project, as shall be determined on a
project-specific basis in accordance with the Regulations, as the same may be amended by
subsequent eligible costs as evidenced by a certificate of an Authorized Officer of the Trust.

means Wastewater Treatment Facilities,
Stormwater Management Facilities or Water Supply Facilities (as such terms are defined in the
Regulations).
"Environmental Infrastructure Facilities"

means the Environmental Infrastructure
Facilities of the Borrower, including the Project, for which the Borrower is receiving the Loan.
"Environmental Infrastructure

"Event of Default"

System"

means any occurrence or event specified in Section 6 hereof.

"I nterest" means the interest charged on the Loan at a rate of _% per annum and
payable by the Borrower to the Trust (i) on the Maturity Date or (ii) with respect to any optional
prepayment or acceleration of the Loan, on the date of such optional prepayment or acceleration,
as the case may be.
"Loan" means the loan of the Principal, made by the Trust to the Borrower to finance or
refinance a portion of the Cost of the Project, as evidenced by this Note.

means the requisition, to be executed by an
Authorized Officer of the Borrower and approved by the New Jersey Department of
Environmental Protection, in a form to be determined by the Trust and the New Jersey
Department of Environmental Protection.
"Loan Disbursement Requisition"

means the earlier of (i)
closing for the Anticipated Financing Program.
"Maturity Date"

, 201_, and (ii) the date of

_____

means the principal amount of the Loan, at any time being the lesser of (i)
), or (ii) the aggregate
Dollars ($
outstanding amount as shall actually be disbursed to the Borrower by the Trust pursuant to one or
more Loan Disbursement Requisitions, which Principal shall be payable by the Borrower to the
Trust (i) on the Maturity Date or (ii) with respect to any optional prepayment or acceleration of
the Loan, on the date of such optional prepayment or acceleration, as the case may be.
"Principal"

_______

"Project" means the Environmental Infrastructure Facilities of the Borrower which
constitutes a project for which the Trust is making the Loan to the Borrower.

means the rules and regulations, as applicable, now or hereafter
promulgated pursuant to NJ.A.C. 7:22-3 et seq., 7:22-4 et seq., 7:22-5 et seq., 7:22-6 et seq.,
7:22-7 et seq., 7:22-8 et seq., 7:22-9 et seq. and 7:22-10 et seq., as the same may from time to
time be amended and supplemented.
"Regulations"

"State"

means the State of New Jersey.

2
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means the revenue bonds of the Trust to be issued, as part of the
Anticipated Financing Program.
"Trust Bonds"

SECTION 2. Representations

of the

Borrower.

The Borrower represents and

warrants to the Trust:
(a)
Organization. The Borrower: (i) is a municipal corporation duly created and
validly existing under and pursuant to the Constitution and laws of the State; (ii) has full legal
right and authority to execute, attest and deliver this Note, to sell this Note to the Trust, and to
perform its obligations hereunder, and (iii) has duly authorized, approved and consented to all
necessary action to be taken by the Borrower for: (A) the issuance of this Note, the sale thereof
to the Trust and the due performance of its obligations hereunder and (B) the execution, delivery
and due performance of all certificates and other instruments that may be required to be
executed, delivered and performed by the Borrower in order to carry out and give effect to this
Note.
(b)
Authority.
This Note has been duly authorized by the Borrower and duly
executed, attested and delivered by Authorized Officers of the Borrower. This Note has been
duly sold by the Borrower to the Trust and duly issued by the Borrower and constitutes a legal,
valid and binding obligation of the Borrower, enforceable against the Borrower in accordance
with its terms, except as the enforcement thereof may be affected by bankruptcy, insolvency or
other laws or the application by a court of legal or equitable principles affecting creditors' rights.
(c)
Pending Litigation. There are no proceedings pending or, to the knowledge of the
Borrower, threatened against or affecting the Borrower that, if adversely determined, would
adversely affect (i) the condition (financial or otherwise) of the Borrower, (ii) the ability of the
Borrower to satisfy all of its Loan repayment obligations hereunder, (iii) the authorization,
execution, attestation or delivery of this Note, (iv) the issuance of this Note and the sale thereof
to the Trust, and (v) the Borrower's ability otherwise to observe and perform its duties,
covenants, obligations and agreements under this Note.
(d)
Compliance with Existing Laws and Agreements; Governmental Consent. (i) The
due authorization, execution, attestation and delivery of this Note by the Borrower and the sale
of this Note to the Trust, (ii) the observation and performance by the Borrower of its duties,
covenants, obligations and agreements hereunder, including, without limitation, the repayment of
the Loan and all other amount due hereunder, and (iii) the undertaking and completion of the
Project, will not (A) other than the lien, charge or encumbrance created by this Note and by any
other outstanding debt obligations of the Borrower that are at parity with this Note as to lien on,
and source and security for payment thereon from, the general tax revenues of the Borrower,
result in the creation or imposition of any lien, charge or encumbrance upon any properties or
assets of the Borrower pursuant to, (B) result in any breach of any of the terms, conditions or
provisions of, or (C) constitute a default under, any existing ordinance or resolution, outstanding
debt or lease obligation, trust agreement, indenture, mortgage, deed of trust, loan agreement or
other instrument to which the Borrower is a party or by which the Borrower, its Environmental
Infrastructure System or any of its properties or assets may be bound, nor will such action result
in any violation of the provisions of the charter or other document pursuant to which the
3
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Borrower was established or any laws, ordinances, injunctions, judgments, decrees, rules,
regulations or existing orders of any court or governmental or administrative agency, authority or
person to which the Borrower, its Environmental Infrastructure System or its properties or
operations are subject. The Borrower has obtained all permits and approvals required to date by
any governmental body or officer for the authorization, execution, attestation and delivery of this
Note, for the sale of this Note to the Trust, for the making, observance and performance by the
Borrower of its duties, covenants, obligations and agreements under this Note, and for the
undertaking and completion of the Project.
(e)
Reliance. The Borrower hereby acknowledges that the Trust is making the Loan
to the Borrower pursuant to the terms hereof in reliance upon each of the representations of the
Borrower set forth in this Section 2.
SECTION 3. Covenants of the B orrower.

Participation in the Anticipated Financing Program. The Borrower covenants and
(a)
agrees that it shall undertake and complete in a timely manner all conditions precedent identified
by the Trust relating to (i) the participation by the Borrower in the Anticipated Financing
Program and (ii) the qualification by the Borrower for receipt of the Anticipated Long Term
Loan.
(b)
Full Faith and Credit Pledge. To secure the repayment obligation of the Borrower
with respect to this Note, and all other amounts due under this Note, the Borrower
unconditionally and irrevocably pledges its full faith and credit and covenants to exercise its
unlimited taxing powers for the punctual payment of any and all obligations and amounts due
under this Note. The Borrower acknowledges that, to assure the continued operation and
solvency of the Trust, the Trust may, pursuant to and in accordance with Section 12a of the Act,
require that if the Borrower fails or is unable to pay promptly to the Trust in full any Loan
repayments, any Interest or any other amounts due pursuant to this Note, an amount sufficient to
satisfy such deficiency shall be paid by the State Treasurer to the Trust from State-aid otherwise
payable to the Borrower.
(c)
Disposition of Environmental Infrastructure System. The Borrower covenants
and agrees that it shall not sell, lease, abandon or otherwise dispose of all or substantially all of
its Environmental Infrastructure System without the express written consent of the Trust, which
consent may or may not be granted by the Trust in its sole discretion.
(d)
Financing With Tax Exempt Bonds. The Borrower acknowledges, covenants and
agrees that it is the intention of the Borrower to finance the Project on a long term basis with
proceeds of Trust Bonds now or hereinafter issued, the interest on which is excluded from gross
income for purposes of federal income taxation pursuant to Section 103(a) of the Code ("tax
exempt bonds"). In furtherance of such long term financing with tax exempt bonds, the
Borrower covenants that, except to the extent expressly permitted in writing by the Trust, the
Borrower will not take any action or permit any action to be taken which would result in any of
the proceeds of the Loan being used (directly or indirectly) (i) in any "private business use"
within the meaning of Section 141(b)(6) of the Code, (ii) to make or finance loans to persons
4
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other than the Borrower, or (iii) to acquire any "nongovernmental output property" within the
meaning of Section 141 (d)(2) of the Code. In addition, the Borrower covenants and agrees that
no portion of the Project will be investment property, within the meaning of Section 148(b) of
the Code. The Borrower covenants and agrees that any Costs of the Borrower's Project to be
paid or reimbursed with proceeds of the Loan will result in the expenditure of proceeds under
Treasury Regulations § 1.148-6(d) and Treasury Regulations § 1.150-2.
(e)
Operation and Maintenance of Environmental Infrastructure System.
The
Borrower covenants and agrees that it shall maintain its Environmental Infrastructure System in
good repair, working order and operating condition, and make all necessary and proper repairs
and improvements with respect thereto.
(f)
Records and Accounts; Inspections. The Borrower covenants and agrees that it
shall keep accurate records and accounts for its Environmental Infrastructure System (the
"System Records"), separate and distinct from its other records and accounts (the "General
Records"), which shall be audited annually by an independent registered municipal accountant
and shall be made available for inspection by the Trust upon prior written notice. The Borrower
shall permit the Trust to inspect the Environmental Infrastructure System.
(g)
Insurance. The Borrower covenants and agrees that it shall maintain insurance
policies providing against risk of direct physical loss, damage or destruction of its Environmental
Infrastructure System, in an amount that will satisfy all applicable regulatory requirements. The
Borrower covenants and agrees that it shall include, or cause to be included, the Trust as an
additional "named insured" on any certificate of liability insurance procured by the Borrower
and by any contractor or subcontractor for the Project.
(h)
Reliance. The Borrower hereby acknowledges that the Trust is making the Loan
to the Borrower pursuant to the terms hereof in reliance upon each of the covenants of the
Borrower set forth in this Section 3.
SECTION 4. Disbursement of the Loan Proceeds ; Amounts Pay able; Prepay ment;

The Trust shall effectuate the Loan to the Borrower by making one or more
disbursements to the Borrower promptly after receipt by the Trust of a Loan Disbursement
Requisition, each such disbursement and the date thereof to be recorded by an Authorized
Officer of the Trust on the table attached as Exhibit A hereto. The latest date upon which the
Borrower may submit to the Trust a Loan Disbursement Requisition is 30 days prior to the
Maturity Date. On the Maturity Date, the Borrower shall repay the Loan to the Trust in an
amount equal to: (i) the Principal; (ii) the Interest; (iii) the Administrative Fee, if any; and (iv)
any other amounts due and owing pursuant to the provisions of this Note. The Borrower may
prepay the Loan Authorized Officer of the Trust. Each payment made to the Trust shall be
applied to the payment of, first, the Interest then due and payable, second, the Principal, third,
the Administrative Fee, if obligations hereunder, in whole or in part, upon receipt of the prior
written consent of an any,jourth any late charges, and, finally, any other amount due pursuant to
the provisions of this Note. In the event that the repayment obligation set forth in this Note is
received by the Trust later than the Maturity Date, a late fee shall be payable to the Trust in an
amount equal to the greater of twelve percent (12%) per annum or the prime rate as published in
and Late Fee.

,
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the Wall Street Journal on the Maturity Date plus one half of one percent per annum on such late
payment from the Maturity Date to the date it is actually paid; provided, however, that any late
payment charges incurred hereunder shall not exceed the maximum interest rate permitted by
law.
The direct, general obligation of the
Borrower to make the Loan repayments and all other payments required hereunder and the
obligation to perform and observe the other duties, covenants, obligations and agreements on its
part contained herein shall be absolute and unconditional, and shall not be abated, rebated,
set-off, reduced, abrogated, terminated, waived, diminished, postponed or otherwise modified in
any manner whatsoever while any Loan repayments, or any other payments due hereunder,
remain unpaid, regardless of any contingency, act of God, event or cause whatsoever, including
(without limitation) any acts or circumstances that may constitute failure of consideration,
eviction or constructive eviction, the taking by eminent domain or destruction of or damage to
the Project or Environmental Infrastructure System, commercial frustration of the purpose, any
change in the laws of the United States of America or of the State or any political subdivision of
either or in the rules or regulations of any governmental authority, any failure of the Trust to
perform and observe any agreement or any duty, liability or obligation arising out of this Note, or
any rights of set-off, recoupment, abatement or counterclaim that the Borrower might have
against the Trust or any other party; provided, however, that payments hereunder shall not
constitute a waiver of any such rights.
SECTION 5.

Unconditional Obligations.

SECTION 6. Events of Default. The following events shall constitute an "Event of
Default" hereunder: (i) failure by the Borrower to pay, when due, any and all of its Loan
repayment obligations hereunder, and any other payment obligations due hereunder; Oi) failure
by the Borrower to observe and perform any duty, covenant, obligation or agreement on its part
to be observed or performed pursuant to the terms of this Note; (iii) any representation made by
the Borrower contained in this Note or in any instrument furnished in compliance with or with
reference to this Note is false or misleading in any material respect; and (iv) a petition is filed by
or against the Borrower under any federal or state bankruptcy or insolvency law or other similar
law in effect on the date of this Note or thereafter enacted, unless in the case of any such petition
filed against the Borrower such petition shall be dismissed within thirty (30) days after such
filing and such dismissal shall be final and not subject to appeal, or the Borrower shall become
insolvent or bankrupt or shall make an assignment for the benefit of its creditors, or a custodian
of the Borrower or any of its property shall be appointed by court order or take possession of the
Borrower or its property or assets if such order remains in effect or such possession continues for
more than thirty (30) days.

Whenever an Event of Default shall
have occurred and be continuing pursuant to the terms hereof, the Borrower hereby
acknowledges and agrees to the rights of the Trust to take any action permitted or required at law
or in equity to collect the amounts then due and thereafter to become due hereunder or to enforce
the observance and performance of any duty, covenant, obligation or agreement of the Borrower
hereunder. If an Event of Default shall have occurred, the Borrower hereby acknowledges and
agrees that the Trust shall have the right to declare all Loan repayments and all other amounts
due hereunder to be due and payable immediately without further notice or demand. The
SECTION 7. Remedies upon Event of Default.
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Borrower hereby acknowledges and agrees that no remedy herein is intended to be exclusive,
and every remedy shall be cumulative and in addition to every other remedy given under this
Note or now or hereafter existing at law or in equity. The Borrower hereby further
acknowledges and agrees that no delay or omission by the Trust to exercise any remedy or right
accruing upon any Event of Default shall impair any such remedy or right or shall be construed
to be a waiver thereof, but any such remedy or right may be exercised as often as may be deemed
expedient. The Borrower hereby agrees that upon demand it shall pay to the Trust the reasonable
fees and expenses of attorneys and other reasonable expenses (including, without limitation, the
reasonably allocated costs of in-house counsel and legal staff) incurred in the collection of Loan
repayments or any sum due hereunder or in the enforcement of the observation or performance
of any obligations or agreements of the Borrower upon an Event of Default. Any moneys
collected by the Trust pursuant to this Section 7 shall be applied first to pay any attorneys' fees
or other fees and expenses owed by the Borrower.
The Borrower hereby acknowledges
and agrees as follows: (a) all notices hereunder shall be deemed given when hand delivered or
when mailed by registered or certified mail, postage prepaid, to the Borrower at the following
address: [Name and Address of Borrower, Attention: Name of Authorized Officer]; and to the
Trust at the following address: New Jersey Environmental Infrastructure Trust, 3131 Princeton
Pike, Building 6, Suite 201, Lawrenceville, New Jersey 08648, Attention: Executive Director;
(b) this Note shall be binding upon the Borrower and its successors and assigns; (c) in the event
any provision of this Note is held illegal, invalid or unenforceable by any court of competent
jurisdiction, such holding shall not invalidate, render unenforceable or otherwise affect any other
provision hereof; (d) the obligations of the Borrower pursuant to the terms of this Note may not
be assigned by the Borrower for any reason, unless the Trust shall have approved said
assignment in writing; (e) this Note may not be amended, supplemented or modified without the
prior written consent of the Trust; (f) this Note shall be governed by and construed in accordance
with the laws of the State; (g) the Borrower shall, at the request of the Trust, execute and deliver
such further instruments as may be necessary or desirable for better assuring, conveying,
granting, assigning and confirming the rights, security interests and agreements granted or
intended to be granted by this Note; and (h) whenever the Borrower is required to obtain the
determination, approval or consent of the Trust pursuant to the terms hereof, such determination,
approval or consent may be either granted or withheld by the Trust in its sole and absolute
discretion.
SECTI ON 8. Certain Miscellaneous Provisions.

[The remainder of this page has been left blank intentionally.]
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IN WITNESS WHEREOF, the Borrower has caused this Note to be duly executed,
sealed and delivered on the date first above written.
[NAME OF BORROWER]

[SEAL]
B y:
ATTEST:

May or

By :
Clerk

_________

Chief Financial Officer
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_________

EXHIBIT A
Loan Disbursements

Amount of Loan Disbursement

Date of Loan Disbursement
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[NAME OF AUTHORITY]
NOTE
RELATING TO:
THE PLANNING AND DESIGN FINANCING PROGRAM
OF THE NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST

$

, 20_

_______
_------

PDFP-

-

---

a
FOR
VALUE
RECEIVED,
[municipal][county] [utilities][sewerage] authority, acting'as a public body corporate and politic
with corporate succession duly created and validly existing pursuant to the laws of the State (as
hereinafter defined), including, without limitation, the Borrower Enabling Act (as hereinafter
defined), and its successors and assigns (the "Borrower"), hereby promises to pay to the order of
the NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST, a public body
corporate and politic with corporate succession, duly created and validly existing under and by
virtue of the Act (as hereinafter defined) (the "Trust"), the Principal (as hereinafter defined),
together with all unpaid accrued Interest (as hereinafter defined), fees, late charges and other
sums due hereunder, if any, in lawful money of the United States of America, on the Maturity
Date (as hereinafter defined) or the date of any optional prepayment or acceleration in
accordance with the provisions of this note (this "Note").
SECTION 1. Definitions. As used in this Note, unless the context requires otherwise,
the following terms shall have the following meanings:

means the "New Jersey Environmental Infrastructure Trust Act", constituting
Chapter 334 of the Pamphlet Laws of 1985 of the State (codified at NJ.S.A. 58:11B-1 et seq.),
as the same may from time to time be amended and supplemented.
"Act"

"Administrative Fee" means a fee of up to four-tenths of one percent (.40%) of that
portion of the Principal identified in clause (i) of the definition thereof (as set forth in this
Section 1), or such lesser amount, if any, as the Trust may determine from time to time.
"Anticipated Financing Program" means the financing program of the Trust, pursuant
to which the Trust will issue, not later than June 30,
, its Trust Bonds for the purpose of
financing, on a long term basis, the Project and other projects of certain qualifying borrowers.
__

"Anticipated Long Term Loan" means the long term loan made by the Trust to the
Borrower from the proceeds of its Trust Bonds, as part of the Anticipated Financing Program.
"Authorized Officer" means any person authorized by the Borrower or the Trust, as the
case may be, to perform any act or execute any document relating to the Loan or this Note.

means the [resolution][indenture] of the Borrower entitled
], as amended and
"[
]", adopted on [
supplemented from time to time, pursuant to which this Note has been issued.
"Borrower Note Resolution"
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means the ["Sewerage Authorities Law", constituting
Chapter 138 of the Pamphlet Laws of 1946 of the State (codified at N.J. S.A. 40:14A-l et seq.),
as the same may from time to time be amended and supplemented,][the "Municipal and County
Utilities Authority Law", constituting Chapter 183 of the Pamphlet Laws of 1957 of the State
(codified at N.J. S.A. 40:14B-l et seq., as the same may from time to time be amended and
supplemented). ]
"Borrower Enabling Act"

"Code" means the Internal Revenue Code of 1986, as the same may from time to time be
amended and supplemented, including any regulations promulgated thereunder, any successor
code thereto and any administrative or judicial interpretations thereof.

means those costs that are allocable to the Project, as shall be determined on a
project-specific basis in accordance with the Regulations, as the same may be amended by
subsequent eligible costs as evidenced by a certificate of an Authorized Officer of the Trust.
"Cost"

means Wastewater Treatment Facilities,
Stormwater Management Facilities or Water Supply Facilities (as such terms are defined in the
Regulations).
"Environmental I nfrastructure Facilities"

means the Environmental Infrastructure
Facilities of the Borrower, including the Project, for which the Borrower is receiving the Loan.
"Environmental Infrastructure

"Event of Default"

Sy stem"

means any occurrence or event specified in Section 6 hereof.

means the interest charged on the Loan at a rate of _% per annum and
payable by the Borrower to the Trust (i) on the Maturity Date or (ii) with respect to any optional
prepayment or acceleration of the Loan, on the date of such optional prepayment or acceleration,
as the case may be.
"Interest"

"Loan" means the loan of the Principal, made by the Trust to the Borrower to finance or
refinance a portion of the Cost of the Project, as evidenced by this Note.
"Loan Disbursement Requisition" means the requisition, to be executed by an
Authorized Officer of the Borrower and approved by the New Jersey Department of
Environmental Protection, in a form to be determined by the Trust and the New Jersey
Department of Environmental Protection.

means the "Local Authorities Fiscal Control
Law", constituting Chapter 313 of the Pamphlet Laws of 1983 of the State (codified at N.J.S.A.
40A:5A�1 et seq.), as the same may from time to time be amended and supplemented.
"Local Authority Fiscal Control Law"

"Maturity Date" means the earlier of (i)
closing for the Anticipated Financing Program.
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_____

, 201_, and (ii) the date of

means the principal amount of the Loan, at any time being the lesser of (i)
Dollars ($
), or (ii) the aggregate
outstanding amount as shall actually be disbursed to the Borrower by the Trust pursuant to one or
more Loan Disbursement Requisitions, which Principal shall be payable by the Borrower to the
Trust (i) on the Maturity Date or (ii) with respect to any optional prepayment or acceleration of
the Loan, on the date of such optional prepayment or acceleration, as the case may be.
"Principal"

_______

means the Environmental Infrastructure Facilities of the Borrower which
constitutes a project for which the Trust is making the Loan to the Borrower.
"Project"

means the rules and regulations, as applicable, now or hereafter
promulgated pursuant to NJ.A.C. 7:22-3 et seq., 7:22-4 et seq., 7:22-5 et seq., 7:22-6 et seq.,
7:22-7 et seq., 7:22-8 et seq., 7:22-9 et seq. and 7:22-10 et seq., as the same may from time to
time be amended and supplemented.
"Regulations"

"Revenues"

means "[

-->1 Revenues" as defined

___

III

the Borrower Note

Resolution.
"State"

means the State of New Jersey.

"Trust B onds" means the revenue bonds of the Trust to be issued, as part of the
Anticipated Financing Program.
SECTION 2. Representations

of the

B orrower.

The Borrower represents and

warrants to the Trust:
Organization. The Borrower: (i) is a [municipal][county] [utilities] [sewerage]
(a)
authority, acting as a public body corporate and politic with corporate succession, duly created
and validly existing under and pursuant to the Constitution and laws of the State, including,
without limitation, the Borrower Enabling Act, and is subject to the Local Authorities Fiscal
Control Law; (ii) has full legal right and authority to execute, attest and deliver this Note, to
authorize the authentication of this Note, to sell this Note to the Trust, and to perform its
obligations hereunder, and (iii) has duly authorized, approved and consented to all necessary
action to be taken by the Borrower for: (A) the issuance of this Note, the authentication of this
Note, the sale thereof to the Trust and the due performance of its obligations hereunder and (B)
the execution, delivery and due performance of all certificates and other instruments that may be
required to be executed, delivered and performed by the Borrower in order to carry out and give
effect to this Note.
Authority. This Note has been duly authorized by the Borrower, duly executed,
(b)
attested and delivered by Authorized Officers of the Borrower, and duly authenticated by the
trustee or the paying agent pursuant to the Borrower Note Resolution. This Note has been duly
sold by the Borrower to the Trust and duly issued by the Borrower and constitutes a legal, valid
and binding obligation of the Borrower, enforceable against the Borrower in accordance with its
terms, except as the enforcement thereof may be affected by bankruptcy, insolvency or other
laws or the application by a court of legal or equitable principles affecting creditors' rights.
3
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(c)
Pending Litigation. There are no proceedings pending or, to the knowledge of the
Borrower, threatened against or affecting the Borrower that, if adversely determined, would
adversely affect (i) the condition (financial or otherwise) of the Borrower, (ii) the adoption of the
Borrower Note Resolution, (iii) the ability of the Borrower to satisfy all of its Loan repayment
obligations hereunder, (iv) the authorization, execution, attestation, authentication or delivery of
this Note, (v) the issuance of this Note and the sale thereof to the Trust, and (vi) the Borrower's
ability otherwise to observe and perform its duties, covenants, obligations and agreements under
this Note.
(d)
Compliance with Existing Laws and Agreements; Governmental Consent. (i) The
authorization, execution, attestation and delivery of this Note by the Borrower, (ii) the
authentication of this Note by the trustee or paying pursuant to the Borrower Note Resolution,
(iii) the adoption of the Borrower Note Resolution, (iv) the sale of this Note to the Trust, (v) the
observation and performance by the Borrower of its duties, covenants, obligations and
agreements hereunder, including, without limitation, the repayment of the Loan and all other
amounts due hereunder, and (vi) the undertaking and completion of the Project, will not (A)
other than the lien, charge or encumbrance created by this Note and by any other outstanding
debt obligations of the Borrower that are at parity with this Note as to lien on, and source and
security for payment thereon from, the Revenues of the Borrower's Environmental Infrastructure
System, result in the creation or imposition of any lien, charge or encumbrance upon any
properties or assets of the Borrower pursuant to, (B) result in any breach of any of the terms,
conditions or provisions of, or (C) constitute a default under, any existing ordinance or
resolution, outstanding debt or lease obligation, trust agreement, indenture, mortgage, deed of
trust, loan agreement or other instrument to which the Borrower is a party or by which the
Borrower, its Environmental Infrastructure System or any of its properties or assets may be
bound, nor will such action result in any violation of the provisions of the charter or other
document pursuant to which the Borrower was established or any laws, ordinances, injunctions,
judgments, decrees, rules, regulations or existing orders of any court or governmental or
administrative agency, authority or person to which the Borrower, its Environmental
Infrastructure System or its properties or operations are subject. The Borrower has obtained all
permits and approvals required to date by any governmental body or officer for the authorization,
execution, attestation, authentication and delivery of this Note, for the sale of this Note to the
Trust, for the making, observance and performance by the Borrower of its duties, covenants,
obligations and agreements under this Note, and for the undertaking and completion of the
Project.
(e)
Reliance. The Borrower hereby acknowledges that the Trust is making the Loan
to the Borrower pursuant to the terms hereof in reliance upon each of the representations of the
Borrower set forth in this Section 2.
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SECTION 3. Covenants of the Borrower.

Participation in the Anticipated Financing Program. The Borrower covenants and
(a)
agrees that it shall undertake and complete in a timely manner all conditions precedent identified
by the Trust relating to (i) the participation by the Borrower in the Anticipated Financing
Program and (ii) the qualification by the Borrower for receipt of the Anticipated Long Term
Loan.
(b)
Full Faith and Credit Pledge. The Borrower irrevocably pledges the Revenues in
accordance with the terms of, and to the extent provided in, the Borrower Note Resolution, for
the punctual payment of any and all obligations and amounts due under this Note. The Borrower
acknowledges that, to assure the continued operation and solvency of the Trust, the Trust may,
pursuant to and in accordance with Section 12a of the Act, require that if the Borrower fails or is
unable to pay promptly to the Trust in full any Loan repayments, any Interest or any other
amounts due pursuant to this Note, an amount sufficient to satisfy such deficiency shall be paid
by the State Treasurer to the Trust from State-aid otherwise payable to any municipality or
county to which the Borrower provides services pursuant to a contractual arrangement.
Disposition of Environmental Infrastructure System. The Borrower covenants
(c)
and agrees that it shall not sell, lease, abandon or otherwise dispose of all or substantially all of
its Environmental Infrastructure System without the express written consent of the Trust, which
consent may or may not be granted by the Trust in its sole discretion.
Financing With Tax-Exempt Bonds. The Borrower acknowledges, covenants and
(d)
agrees that it is the intention of the Borrower to finance the Project on a long term basis with
proceeds of Trust Bonds now or hereinafter issued, the interest on which is excluded from gross
income for purposes of federal income taxation pursuant to Section 103(a) of the Code
("tax-exempt bonds"). In furtherance of such long term financing with tax-exempt bonds, the
Borrower covenants that, except to the extent expressly permitted in writing by the Trust, the
Borrower will not take any action or permit any action to be taken which would result in any of
the proceeds of the Loan being used (directly or indirectly) (i) in any "private business use"
within the meaning of Section 141(b)(6) of the Code, (ii) to make or finance loans to persons
other than the Borrower, or (iii) to acquire any "nongovernmental output property" within the
meaning of Section 141 (d)(2) of the Code. In addition, the Borrower covenants and agrees that
no portion of the Project will be investment property, within the meaning of Section 148(b) of
the Code. The Borrower covenants and agrees that any Costs of the Borrower's Project to be
paid or reimbursed with proceeds of the Loan will result in the expenditure of proceeds under
Treasury Regulations § 1.148-6(d) and Treasury Regulations § 1.150-2.
(e)
Operation and Maintenance of Environmental Infrastructure System.
The
Borrower covenants and agrees that it shall maintain its Environmental Infrastructure System in
good repair, working order and operating condition, and make all necessary and proper repairs
and improvements with respect thereto.
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(f)
Records and Accounts; Inspections. The Borrower covenants and agrees that it
shall keep accurate records and accounts for its Environmental Infrastructure System, separate
and distinct from its other records and accounts, which shall be audited annually by an
independent registered municipal accountant and shall be made available for inspection by the
Trust upon prior written notice.
The Borrower shall permit the Trust to inspect the
Environmental Infrastructure System.
(g)
Insurance. The Borrower covenants and agrees that it shall maintain insurance
policies providing against risk of direct physical loss, damage or destruction of its Environmental
Infrastructure System, in an amount that will satisfy all applicable regulatory requirements. The
Borrower covenants and agrees that it shall include, or cause to be included, the Trust as an
additional "named insured" on any certificate of liability insurance procured by the Borrower
and by any contractor or subcontractor for the Project.
(h)
Reliance. The Borrower hereby acknowledges that the Trust is making the Loan
to the Borrower pursuant to the terms hereof in reliance upon each of the covenants of the
Borrower set forth in this Section 3.
SECTION 4. Disbursement of the Loan Proceeds; Amounts Pay able; Prepay ment;

The Trust shall effectuate the Loan to the Borrower by making one or more
disbursements to the Borrower promptly after receipt by the Trust of a Loan Disbursement
Requisition, each such disbursement and the date thereof to be recorded by an Authorized
Officer of the Trust on the table attached as Exhibit A hereto. The latest date upon which the
Borrower may submit to the Trust a Loan Disbursement Requisition is 30 days prior to the
Maturity Date. On the Maturity Date, the Borrower shall repay the Loan to the Trust in an
amount equal to: (i) the Principal; (ii) the Interest; (iii) the Administrative Fee, if any; and (iv)
any other amounts due and owing pursuant to the provisions of this Note. The Borrower may
prepay the Loan obligations hereunder, in whole or in part, upon receipt of the prior written
consent of an Authorized Officer of the Trust. Each payment made to the Trust shall be applied
to the payment of, first, the Interest then due and payable, second, the Principal, third, the
Administrative Fee, if any, jourth, any late charges, andfinally, any other amount due pursuant
to the provisions of this Note. In the event that the repayment obligation set forth in this Note is
received by the Trust later than the Maturity Date, a late fee shall be payable to the Trust in an
amount equal to the greater of twelve percent (12%) per annum or the prime rate as published in
the Wall Street Journal on the Maturity Date plus one half of one percent per annum on such late
payment from the Maturity Date to the date it is actually paid; provided, however, that any late
payment charges incurred hereunder shall not exceed the maximum interest rate permitted by
law.
and Late Fee.

SECTION 5. Unconditional Obligations. The obligation of the Borrower to make the
Loan repayments and all other payments required hereunder and the obligation to perform and
observe the other duties, covenants, obligations and agreements on its part contained herein shall
be absolute and unconditional, and shall not be abated, rebated, set-off, reduced, abrogated,
terminated, waived, diminished, postponed or otherwise modified in any manner whatsoever
while any Loan repayments, or any other payments due hereunder, remain unpaid, regardless of
any contingency, act of God, event or cause whatsoever, including (without limitation) any acts
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or circumstances that may constitute failure of consideration, eviction or constructive eviction,
the taking by eminent domain or destruction of or damage to the Project or Environmental
Infrastructure System, commercial frustration of the purpose, any change in the laws of the
United States of America or of the State or any political subdivision of either or in the rules or
regulations of any governmental authority, any failure of the Trust to perform and observe any
agreement or any duty, liability or obligation arising out of this Note, or any rights of set-off,
recoupment, abatement or counterclaim that the Borrower might have against the Trust or any
other party; provided, however, that payments hereunder shall not constitute a waiver of any
such rights.
The following events shall constitute an "Event of
Default" hereunder: (i) failure by the Borrower to pay, when due, any and all of its Loan
repayment obligations hereunder, and any other payment obligations due hereunder; (ii) failure
by the Borrower to observe and perform any duty, covenant, obligation or agreement on its part
to be observed or performed pursuant to the terms of this Note; (iii) any representation made by
the Borrower contained in this Note or in any instrument furnished in compliance with or with
reference to this Note is false or misleading in any material respect; and (iv) a petition is filed by
or against the Borrower under any federal or state bankruptcy or insolvency law or other similar
law in effect on the date of this Note or thereafter enacted, unless in the case of any such petition
filed against the Borrower such petition shall be dismissed within thirty (30) days after such
filing and such dismissal shall be final and not subject to appeal, or the Borrower shall become
insolvent or bankrupt or shall make an assignment for the benefit of its creditors, or a custodian
of the Borrower or any of its property shall be appointed by court order or take possession of the
Borrower or its property or assets if such order remains in effect or such possession continues for
more than thirty (30) days.
SECTION 6.

Events of Default.

SECTION 7. Remedies upon Event of Default. Whenever an Event of Default shall
have occurred and be continuing pursuant to the terms hereof, the Borrower hereby
acknowledges and agrees to the rights of the Trust to take any action permitted or required at law
or in equity to collect the amounts then due and thereafter to become due hereunder or to enforce
the observance and performance of any duty, covenant, obligation or agreement of the Borrower
hereunder. If an Event of Default shall have occurred, the Borrower hereby acknowledges and
agrees that the Trust shall have the right to declare all Loan repayments and all other amounts
due hereunder to be due and payable immediately without further notice or demand. The
Borrower hereby acknowledges and agrees that no remedy herein is intended to be exclusive,
and every remedy shall be cumulative and in addition to every other remedy given under this
Note or now or hereafter existing at law or in equity. The Borrower hereby further
acknowledges and agrees that no delay or omission by the Trust to exercise any remedy or right
accruing upon any Event of Default shall impair any such remedy or right or shall be construed
to be a waiver thereof, but any such remedy or right may be exercised as often as may be deemed
expedient. The Borrower hereby agrees that upon demand it shall pay to the Trust the reasonable
fees and expenses of attorneys and other reasonable expenses (including, without limitation, the
reasonably allocated costs of in-house counsel and legal staff) incurred in the collection of Loan
repayments or any sum due hereunder or in the enforcement of the observation or performance
of any obligations or agreements of the Borrower upon an Event of Default. Any moneys
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collected by the Trust pursuant to this Section 7 shall be applied first to pay any attorneys' fees
or other fees and expenses owed by the Borrower.
The Borrower hereby agrees as
follows: (a) all notices hereunder shall be deemed given when hand delivered or when mailed by
registered or certified mail, postage prepaid, to the Borrower at the following address: [Name
and Address of Borrower, Attention: Name of Authorized Officer]; and to the Trust at the
following address: New Jersey Environmental Infrastructure Trust, 3131 Princeton Pike,
Building 6, Suite 201, Lawrenceville, New Jersey 08648, Attention: Executive Director; (b) this
Note shall be binding upon the Borrower and its successors and assigns; (c) in the event any
provision of this Note is held illegal, invalid or unenforceable by any court of competent
jurisdiction, such holding shall not invalidate, render unenforceable or otherwise affect any other
provision hereof; (d) the obligations of the Borrower pursuant to the terms of this Note may not
be assigned by the Borrower for any reason, unless the Trust shall have approved said
assignment in writing; (e) this Note may not be amended, supplemented or modified without the
prior written consent of the Trust; (f) this Note shall be governed by and construed in accordance
with the laws of the State; (g) the Borrower shall, at the request of the Trust, execute and deliver
such further instruments as may be necessary or desirable for better assuring, conveying,
granting, assigning and confirming the rights, security interests and agreements granted or
intended to be granted by this Note; and (h) whenever the Borrower is required to obtain the
determination, approval or consent of the Trust pursuant to the terms hereof, such determination,
approval or consent may be either granted or withheld by the Trust in its sole and absolute
discretion.
SECTION 8.

Certain Miscellaneous Provisions.

[The remainder of this page has been left blank intentionally.]

8
ME l 1262323 9v.I

the Borrower has caused this Note to be duly executed,
sealed and delivered on the date first above written.
IN WITNESS WHE RE OF,

[NAME OF BORROWER]

[SEAL]
B y:
ATTE ST:

Authorized Officer

Authorized Officer
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_________

TRUSTEE'S CERTIFICATE OF AUTHENTICATION

This Note is delivered pursuant to the within-mentioned Borrower Note Resolution.

as Trustee

By:

_______________

Authorized Signatory
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EXHIBIT A
Loan Disbursements

Amount of Loan Disbursement

Date of Loan Disbursement
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[NAME OF PRIVATE BORROWER]
NOTE
RELATING TO:
THE PLANNING AND DESIGN FINANCING PROGRAM
OF THE NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST

$

_-----
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______

__
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FOR
V ALUE
RECEIVED,
a
corporation duly created and validly existing pursuant to the laws of the State (as hereinafter
defined), and its successors and assigns (the "Borrower"), hereby promises to pay to the order of
the NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST, a public body
corporate and politic with corporate succession, duly created and validly existing under and by
virtue of the Act (as hereinafter defined) (the "Trust"), the Principal (as hereinafter defined),
together with all unpaid accrued Interest (as hereinafter defined), fees, late charges and other
sums due hereunder, if any, in lawful money of the United States of America, on the Maturity
Date (as hereinafter defined) or the date of any optional prepayment or acceleration in
accordance with the provisions of this note (this "Note").
SECTION 1. Definitions. As used in this Note, unless the context requires otherwise,
the following terms shall have the following meanings:

means the "New Jersey Environmental Infrastructure Trust Act", constituting
Chapter 334 of the Pamphlet Laws of 1985 of the State (codified at NJ. S.A. 58: 11B-1 et seq.),
as the same may from time to time be amended and supplemented.
"Act"

means a fee of up to four-tenths of one percent (.40%) of that
portion of the Principal identified in clause (i) of the definition thereof (as set forth in this
Section 1), or such lesser amount, if any, as the Trust may determine from time to time.
"Administrative Fee"

"Anticipated Financing Program" means the financing program of the Trust, pursuant
to which the Trust will issue, not later than June 30,
, its Trust Bonds for the purpose of
financing, on a long term basis, the Project and other projects of certain qualifying borrowers.
__

"Anticipated Long Term Loan" means the long term loan made by the Trust to the
Borrower from the proceeds of its Trust Bonds, as part of the Anticipated Financing Program.

means any person authorized by the Borrower or the Trust, as the
case may be, to perform any act or execute any document relating to the Loan or this Note.
"Authorized Officer"

means the [resolution][indenture] of the Borrower entitled
"[
], as amended and
]", [adopted on] [dated] [
supplemented from time to time, pursuant to which this Note has been issued.
"Borrower Note Resolution"
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"Business Corporation Law" means the "New Jersey Business Corporation Act",
constituting Chapter 263 of the Pamphlet Laws of 1968 of the State (codified at NJ.S.A. 14A:11 et seq.), as the same may from time to time be amended and supplemented.
"Code" means the Internal Revenue Code of 1986, as the same may from time to time be
amended and supplemented, including any regulations promulgated thereunder, any successor
code thereto and any administrative or judicial interpretations thereof.

means those costs that are allocable to the Project, as shall be determined on a
project-specific basis in accordance with the Regulations, as the same may be amended by
subsequent eligible costs as evidenced by a certificate of an Authorized Officer of the Trust.
"Cost"

means Wastewater Treatment Facilities,
Stormwater Management Facilities or Water Supply Facilities (as such terms are defined in the
Regulations).
"Environmental Infrastructure Facilities"

"Environmental Infrastructure Sy stem" means the Environmental Infrastructure
Facilities of the Borrower, including the Project, for which the Borrower is receiving the Loan.
"Event of Default"

means any occurrence or event specified in Section 6 hereof.

means the interest charged on the Loan at a rate of
% per annum and
payable by the Borrower to the Trust (i) on the Maturity Date or (ii) with respect to any optional
prepayment or acceleration of the Loan, on the date of such optional prepayment or acceleration,
as the case may be.
"Interest"

__

"Loan" means the loan of the Principal, made by the Trust to the Borrower to finance or
refinance a portion of the Cost of the Project, as evidenced by this Note.
"Loan Disbursement Requisition" means the requisition, to be executed by an
Authorized Officer of the Borrower and approved by the New Jersey Department of
Environmental Protection, in a form to be determined by the Trust and the New Jersey
Department of Environmental Protection.

means the earlier of (i)
closing for the Anticipated Financing Program.
"Maturity Date"

, 201_, and (ii) the date of

_____

means the principal amount of the Loan, at any time being the lesser of (i)
), or (ii) the aggregate
Dollars ($
outstanding amount as shall actually be disbursed to the Borrower by the Trust pursuant to one or
more Loan Disbursement Requisitions, which Principal shall be payable by the Borrower to the
Trust (i) on the Maturity Date or (ii) with respect to any optional prepayment or acceleration of
the Loan, on the date of such optional prepayment or acceleration, as the case may be.
"Principal"

_______

"Project" means the Environmental Infrastructure Facilities of the Borrower which
constitutes a project for which the Trust is making the Loan to the Borrower.
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means the rules and regulations, as applicable, now or hereafter
promulgated pursuant to NJ.A.C. 7:22-3 et seq., 7:22-4 et seq., 7:22-5 et seq., 7:22-6 et seq.,
7:22-7 et seq., 7:22-8 et seq., 7:22-9 et seq. and 7:22-10 et seq., as the same may from time to
time be amended and supplemented.
"Regulations"

"Revenues"

means "[

-----'

Revenues" as defined

III

the Borrower Note

Resolution.
"State"

means the State of New Jersey.

"Trust Bonds" means the revenue bonds of the Trust to be issued, as part of the
Anticipated Financing Program.
SECTION 2. Representations

of the

B orrower.

The Borrower represents and

warrants to the Trust:
(a)
Organization. The Borrower: (i) is a corporation duly created and validly existing
under and pursuant to the Constitution and laws of the State, including the Business Corporation
Law; (ii) has full legal right and authority to execute, attest and deliver this Note, to authorize the
authentication of this Note, to sell this Note to the Trust, and to perform its obligations
hereunder, and (iii) has duly authorized, approved and consented to all necessary action to be
taken by the Borrower for: (A) the issuance of this Note, the authentication of this Note, the sale
thereof to the Trust and the due performance of its obligations hereunder and (B) the execution,
delivery and due performance of all certificates and other instruments that may be required to be
executed, delivered and performed by the Borrower in order to carry out and give effect to this
Note.
(b)
This Note has been duly authorized by the Borrower, duly
Authority.
executed, attested and delivered by Authorized Officers of the Borrower, and duly authenticated
by the trustee or the paying agent pursuant to the Borrower Note Resolution. This Note has been
duly sold by the Borrower to the Trust and duly issued by the Borrower and constitutes a legal,
valid and binding obligation of the Borrower, enforceable against the Borrower in accordance
with its terms, except as the enforcement thereof may be affected by bankruptcy, insolvency or
other laws or the application by a court of legal or equitable principles affecting creditors' rights.
(c)
Pending Litigation. There are no proceedings pending or, to the knowledge of the
Borrower, threatened against or affecting the Borrower that, if adversely determined, would
adversely affect (i) the condition (financial or otherwise) of the Borrower, (ii) the adoption of the
Borrower Note Resolution, (iii) the ability of the Borrower to satisfy all of its Loan repayment
obligations hereunder, (iv) the authorization, execution, attestation, authentication or delivery of
this Note, (v) the issuance of this Note and the sale thereof to the Trust, and (vi) the Borrower's
ability otherwise to observe and perform its duties, covenants, obligations and agreements under
this Note.
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(d)
Compliance with Existing Laws and Agreements; Governmental Consent. (i) The
authorization, execution, attestation and delivery of this Note by the Borrower, (ii) the
authentication of this Note by the trustee or paying pursuant to the Borrower Note Resolution,
(iii) the adoption of the Borrower Note Resolution, (iv) the sale of this Note to the Trust, (v) the
observation and performance by the Borrower of its duties, covenants, obligations and
agreements hereunder, including, without limitation, the repayment of the Loan and all other
amounts due hereunder, and (vi) the undertaking and completion of the Project, will not (A)
other than the lien, charge or encumbrance created by this Note and by any other outstanding
debt obligations of the Borrower that are at parity with this Note as to lien on, and source and
security for payment thereon from, the Revenues of the Borrower's Environmental Infrastructure
System, result in the creation or imposition of any lien, charge or encumbrance upon any
properties or assets of the Borrower pursuant to, (B) result in any breach of any of the terms,
conditions or provisions of, or (C) constitute a default under, any existing ordinance or
resolution, outstanding debt or lease obligation, trust agreement, indenture, mortgage, deed of
trust, loan agreement or other instrument to which the Borrower is a party or by which the
Borrower, its Environmental Infrastructure System or any of its properties or assets may be
bound, nor will such action result in any violation of the provisions of the charter or other
document pursuant to which the Borrower was established or any laws, ordinances, injunctions,
judgments, decrees, rules, regulations or existing orders of any court or governmental or
administrative agency, authority or person to which the Borrower, its Environmental
Infrastructure System or its properties or operations are subject. The Borrower has obtained all
permits and approvals required to date by any governmental body or officer for the authorization,
execution, attestation, authentication and delivery of this Note, for the sale of this Note to the
Trust, for the making, observance and performance by the Borrower of its duties, covenants,
obligations and agreements under this Note, and for the undertaking and completion of the
Project.
(e)
Reliance. The Borrower hereby acknowledges that the Trust is making the Loan
to the Borrower pursuant to the terms hereof in reliance upon each of the representations of the
Borrower set forth in this Section 2.
SECTION 3. Covenants of the Borrower.

(a)
Participation in the Anticipated Financing Program. The Borrower covenants and
agrees that it shall undertake and complete in a timely manner all conditions precedent identified
by the Trust relating to (i) the participation by the Borrower in the Anticipated Financing
Program and (ii) the qualification by the Borrower for receipt of the Anticipated Long Term
Loan.
(b)
Pledge. The Borrower irrevocably pledges the Revenues in accordance with the
terms of, and to the extent provided in, the Borrower Note Resolution, for the punctual payment
of any and all obligations and amounts due under this Note.
(c)
Disposition of Environmental Infrastructure System. The Borrower covenants
and agrees that it shall not sell, lease, abandon or otherwise dispose of all or substantially all of
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its Environmental Infrastructure System without the express written consent of the Trust, which
consent may or may not be granted by the Trust in its sole discretion.
(d)
Financing With Tax Exempt Bonds. The Borrower acknowledges, covenants and
agrees that it is the intention of the Borrower to finance the Project on a long term basis with
proceeds of Trust Bonds now or hereinafter issued, the interest on which is excluded from gross
income for purposes of federal income taxation pursuant to Section 103(a) of the Code
("tax-exempt bonds"). In furtherance of such long term financing with tax-exempt bonds, the
Borrower covenants that, except to the extent expressly permitted in writing by the Trust, the
Borrower will not take any action or permit any action to be taken which would result in any of
the proceeds of the Loan being used (directly or indirectly) to make or finance loans to persons
other than the Borrower. In addition, the Borrower covenants and agrees that (i) all of the
proceeds of the Loan will be used to pay costs of an exempt facility, within the meaning of
Section 142 of the Code, which were paid and incurred by the Borrower no more than 60 days
before the date on which the Trust adopted a declaration of intent with respect to the Project, and
(ii) no portion of the Project will be investment property, within the meaning of Section 148(b)
of the Code. The Borrower covenants and agrees that any Costs of the Borrower's Project to be
paid or reimbursed with proceeds of the Loan will result in the expenditure of proceeds under
Treasury Regulations § 1.148-6(d) and Treasury Regulations § 1.150-2.
(e)
Operation and Maintenance of Environmental · Infrastructure System.
The
Borrower covenants and agrees that it shall maintain its Environmental Infrastructure System in
good repair, working order and operating condition, and make all necessary and proper repairs
and improvements with respect thereto.
(1)
Records and Accounts; Inspections. The Borrower covenants and agrees that it
shall keep accurate records and accounts for its Environmental Infrastructure System, separate
and distinct from its other records and accounts, which shall be audited annually by an
independent registered certified public accountant and shall be made available for inspection by
the Trust upon prior written notice. The Borrower· shall permit the Trust to inspect the
Environmental Infrastructure System.
(g)
Insurance. The Borrower covenants and agrees that it shall maintain insurance
policies providing against risk of direct physical loss, damage or destruction of its Environmental
Infrastructure System, in an amount that will satisfy all applicable regulatory requirements. The
Borrower covenants and agrees that it shall include, or cause to be included, the Trust as an
additional "named insured" on any certificate of liability insurance procured by the Borrower
and by any contractor or subcontractor for the Project.
(h)
Reliance. The Borrower hereby acknowledges that the Trust is making the Loan
to the Borrower pursuant to the terms hereof in reliance upon each of the covenants of the
Borrower set forth in this Section 3.
SECTION 4. Disbursement of the Loan Proceeds; Amounts Pay able; Prepay ment;
and Late Fee. The Trust shall effectuate the Loan to the Borrower by making one or more
disbursements to the Borrower promptly after receipt by the Trust of a Loan Disbursement
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Requisition, each such disbursement and the date thereof to be recorded by an Authorized
Officer of the Trust on the table attached as Exhibit A hereto. The latest date upon which the
Borrower may submit to the Trust a Loan Disbursement Requisition is 30 days prior to the
Maturity Date. On the Maturity Date, the Borrower shall repay the Loan to the Trust in an
amount equal to: (i) the Principal; (ii) the Interest; (iii) the Administrative Fee, if any; and (iv)
any other amounts due and owing pursuant to the provisions of this Note. The Borrower may
prepay the Loan obligations hereunder, in whole or in part, upon receipt of the prior written
consent of an Authorized Officer of the Trust. Each payment made to the Trust shall be applied
to the payment of, first, the Interest then due and payable, second, the Principal, third, the
Administrative Fee, if any, fourth, any late charges, and finally, any other amount due pursuant
to the provisions of this Note. In the event that the repayment obligation set forth in this Note is
received by the Trust later than the Maturity Date, a late fee shall be payable to the Trust in an
amount equal to the greater of twelve percent (12%) per annum or the prime rate as published in
the Wall Street Journal on the Maturity Date plus one half of one percent per annum on such late
payment from the Maturity Date to the date it is actually paid; provided, however, that any late
payment charges incurred hereunder shall not exceed the maximum interest rate permitted by
law.
The obligation of the Borrower to make the
Loan repayments and all other payments required hereunder and the obligation to perform and
observe the other duties, covenants, obligations and agreements on its part contained herein shall
be absolute and unconditional, and shall not be abated, rebated, set-off, reduced, abrogated,
terminated, waived, diminished, postponed or otherwise modified in any manner whatsoever
while any Loan repayments, or any other payments due hereunder, remain unpaid, regardless of
any contingency, act of God, event or cause whatsoever, including (without limitation) any acts
or circumstances that may constitute failure of consideration, eviction or constructive eviction,
the taking by eminent domain or destruction of or damage to the Project or Environmental
Infrastructure System, commercial frustration of the purpose, any change in the laws of the
United States of America or of the State or any political subdivision of either or in the rules or
regulations of any governmental authority, any failure of the Trust to perform and observe any
agreement or any duty, liability or obligation arising out of this Note, or any rights of set-off,
recoupment, abatement or counterclaim that the Borrower might have against the Trust or any
other party; provided, however, that payments hereunder shall not constitute a waiver of any
such rights.
SECTION 5. Unconditional Obligations.

SECTION 6. Events of Default. The following events shall constitute an "Event of
Default" hereunder: (i) failure by the Borrower to pay, when due, any and all of its Loan
repayment obligations hereunder, and any other payment obligations due hereunder; (ii) failure
by the Borrower to observe and perform any duty, covenant, obligation or agreement on its part
to be observed or performed pursuant to the terms of this Note; (iii) any representation made by
the Borrower contained in this Note or in any instrument furnished in compliance with or with
reference to this Note is false or misleading in any material respect; and (iv) a petition is filed by
or against the Borrower under any federal or state bankruptcy or insolvency law or other similar
law in effect on the date of this Note or thereafter enacted, unless in the case of any such petition
filed against the Borrower such petition shall be dismissed within thirty (30) days after such
filing and such dismissal shall be final and not subject to appeal, or the Borrower shall become
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insolvent or bankrupt or shall make an assignment for the benefit of its creditors, or a custodian
of the Borrower or any of its property shall be appointed by court order or take possession of the
Borrower or its property or assets if such order remains in effect or such possession continues for
more than thirty (30) days.
Whenever an Event of Default shall
have occurred and be continuing pursuant to the terms hereof, the Borrower hereby
acknowledges and agrees to the rights of the Trust to take any action permitted or required at law
or in equity to collect the amounts then due and thereafter to become due hereunder or to enforce
the observance and performance of any duty, covenant, obligation or agreement of the Borrower
hereunder. If an Event of Default shall have occurred, the Borrower hereby acknowledges and
agrees that the Trust shall have the right to declare all Loan repayments and all other amounts
due hereunder to be due and payable immediately without further notice or demand. The
Borrower hereby acknowledges and agrees that no remedy herein is intended to be exclusive,
and every remedy shall be cumulative and in addition to every other remedy given under this
Note or now or hereafter existing at law or in equity. The Borrower hereby further
acknowledges and agrees that no delay or omission by the Trust to exercise any remedy or right
accruing upon any Event of Default shall impair any such remedy or right or shall be construed
to be a waiver thereof, but any such remedy or right may be exercised as often as may be deemed
expedient. The Borrower hereby agrees that upon demand it shall pay to the Trust the reasonable
fees and expenses of attorneys and other reasonable expenses (including, without limitation, the
reasonably allocated costs of in-house counsel and legal staff) incurred in the collection of Loan
repayments or any sum due hereunder or in the enforcement of the observation or performance
of any obligations or agreements of the Borrower upon an Event of Default. Any moneys
collected by the Trust pursuant to this Section 7 shall be applied first to pay any attorneys' fees
or other fees and expenses owed by the Borrower.
SECTI ON 7. Remedies upon Event of Default.

The Borrower hereby agrees as
follows: (a) all notices hereunder shall be deemed given when hand delivered or when mailed by
registered or certified mail, postage prepaid, to the Borrower at the following address: [Name
and Address of Borrower, Attention: Name of Authorized Officer]; and to the Trust at the
following address: New Jersey Environmental Infrastructure Trust, 3131 Princeton Pike,
Building 6, Suite 201, Lawrenceville, New Jersey 08648, Attention: Executive Director; (b) this
Note shall be binding upon the Borrower and its successors and assigns; (c) in the event any
provision of this Note is held illegal, invalid or unenforceable by any court of competent
jurisdiction, such holding shall not invalidate, render unenforceable or otherwise affect any other
provision hereof; (d) the obligations of the Borrower pursuant to the terms of this Note may not
be assigned by the Borrower for any reason, unless the Trust shall have approved said
assignment in writing; (e) this Note may not be amended, supplemented or modified without the
prior written consent of the Trust; (f) this Note shall be governed by and construed in accordance
with the laws of the State; (g) the Borrower shall, at the request of the Trust, execute and deliver
such further instruments as may be necessary or desirable for better assuring, conveying,
granting, assigning and confirming the rights, security interests and agreements granted or
intended to be granted by this Note; and (h) whenever the Borrower is required to obtain the
determination, approval or consent of the Trust pursuant to the terms hereof, such determination,
SECTION 8 .

Certain Miscellaneous Provisions.
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approval or consent may be either granted or withheld by the Trust in its sole and absolute
discretion.
IN WITNESS WHEREOF, the Borrower has caused this Note to be duly executed,
sealed and delivered on the date first above written.
[NAME OF B ORROWER]

[SEAL]
B y:
ATTEST:

Authorized Officer

Authorized Officer
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_________

TRUSTEE'S CERTIFICATE OF AUTHENTICATION

This Note is delivered pursuant to the within-mentioned Borrower Note Resolution.

as Trustee

B y:

__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
___

Authorized Signatory
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EXHIBIT A
Loan Dis bursem ents

Amount of Loan Disbursement

Date of Loan Disbursement
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RESOLUTION NO. 13-06
RESOLUTION OF THE NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST
AUTHORIZING THE STATE FISCAL YEAR 2014 SUPPLEMENTAL FINANCING
PROGRAM
WHEREAS, the New Jersey Environmental Infrastructure Trust (the “Trust”), pursuant to and
in accordance with (i) the “New Jersey Environmental Infrastructure Trust Act”, constituting Chapter
334 of the Pamphlet Laws of 1985 of the State of New Jersey (the “State”) (codified at N.J.S.A. 58:11B1 et seq.), as the same has been, and in the future may from time to time be, amended and supplemented
(the “Act”), and (ii) the regulations promulgated pursuant to the Act (N.J.A.C. 7:22-2.1 et seq.), as the
same have been, and in the future may from time to time be, amended and supplemented (the
“Regulations”), is authorized, pursuant to a supplemental financing program (the “Supplemental
Financing Program”), to make short-term or temporary loans (each, a “Supplemental Loan”) to eligible
project sponsors (each, a “Borrower”) for the purpose of financing, with respect to a project (each, an
“Existing Project”) for which a loan previously has been made to such Borrower by the Trust pursuant
to N.J.S.A. 58:11B-9(a) (each, an “Existing Loan”), to pay for additional eligible costs of such Existing
Project (the “Additional Costs”), that have been incurred by such Borrower in connection with the
completion of such Existing Project and in excess of (i) the principal amount of the Existing Loan, plus
(ii) the principal amount of the companion loan made to the Borrower by the State, acting by and
through the New Jersey Department of Environmental Protection (the “NJDEP”), provided that each
such Supplemental Loan made by the Trust to a Borrower satisfies the requirements of the Act,
including, without limitation, N.J.S.A. 58:11B-9.4, and any applicable Regulations; and
WHEREAS, the Act, specifically N.J.S.A. 58:11B-9.4, provides for the making of
Supplemental Loans to Borrowers with respect to Existing Projects that are not included on the project
priority lists, for the ensuing fiscal year, that have been submitted to the State Legislature pursuant to
N.J.S.A. 58:11B-20 and/or N.J.S.A. 58:11B-20.1 (collectively, the “Priority List”); and
WHEREAS, pursuant to the Act, the source of funding for the Supplemental Financing
Program authorized hereby shall be amounts on deposit in the Supplemental Loan Fund created by
N.J.S.A. 58:11B-9.4(a) (the “Available Funds”); and
WHEREAS, it is the desire of the Trust, subject to the terms and provisions of the Act, the
Regulations and this Resolution, to authorize the implementation of the Supplemental Financing
Program for State Fiscal Year 2014 (the “SFY 2014 Supplemental Financing Program”), pursuant to the
parameters set forth herein, including, without limitation, the following conditions precedent that must
be satisfied in full in connection with any Supplemental Loan made by the Trust to a qualifying
Borrower for the Additional Costs of its Existing Project: (i) the Borrower has submitted to the Trust
and the NJDEP a complete Supplemental Financing Program application with respect to the Additional
Costs of the Existing Project; (ii) the proposed scope of the Additional Costs of the Existing Project
have been certified for funding by the Trust through the Supplemental Financing Program in accordance
with N.J.A.C. 7:22-4.13; (iii) there exists sufficient Available Funds for the making of the Supplemental
Loan to the Borrower for the Additional Costs of the Existing Project; and (iv) the Borrower has not
previously received financing from the Trust or the NJDEP, through the Supplemental Financing
Program or otherwise, for the Additional Costs of the Existing Project proposed to be financed through
the SFY 2014 Supplemental Financing Program (items (i) through (iv) hereof shall be referred to
collectively herein as the “Supplemental Financing Program Conditions Precedent”); and

WHEREAS, it is the desire of the Trust to establish certain terms for each Supplemental Loan
made by the Trust as part of the SFY 2014 Supplemental Financing Program authorized hereby.
NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the Trust (the
“Board”), as follows:
Section 1.
The Board hereby authorizes the establishment of the SFY 2014 Supplemental
Financing Program, provided (i) such SFY 2014 Supplemental Financing Program shall be funded
solely from the Available Funds, (ii) aggregate, outstanding Supplemental Loans shall not exceed
$2,000,000 at any time, (iii) the availability to qualifying applicants of Supplemental Loans shall be
prioritized based upon the chronological order of the certification of proposed Additional Costs of
Existing Projects for funding through the SFY 2014 Supplemental Financing Program by the Trust in
accordance with N.J.A.C. 7:22-4.13, (iv) Supplemental Loans shall fully comply with the provisions of
the Act, the Regulations applicable thereto and the terms of this Resolution, including, without
limitation, the Supplemental Financing Program Conditions Precedent.
Section 2.
Any Supplemental Loan made by the Trust as part of the SFY 2014
Supplemental Financing Program shall be evidenced by (i) a note or other appropriate obligation of the
Borrower to be issued to the Trust (the “Obligation”), and (ii) any other documentation as shall be
deemed necessary and appropriate by the Chairman, Vice Chairman or Executive Director of the Trust
(each, an “Authorized Officer”), after consultation with Bond Counsel to the Trust and the Office of the
Attorney General of the State (collectively, the “Loan Instruments”). Each Obligation shall be in
substantially the applicable form attached hereto as Exhibit A, with such revisions and modifications
thereto as shall be approved by an Authorized Officer after consultation with Bond Counsel to the Trust
and the Office of the Attorney General of the State. The Loan Instruments shall include such terms and
provisions relating to the SFY 2014 Supplemental Financing Program as shall be determined by the
Authorized Officer, after consultation with Bond Counsel to the Trust and the Office of the Attorney
General of the State, as being necessary in connection with (i) the satisfaction of the requirements of the
Act and the Regulations and (ii) the implementation of the terms of this Resolution. Any Supplemental
Loan made by the Trust to a Borrower as part of the SFY 2014 Supplemental Financing Program:
(i)

shall be funded solely from the Available Funds;

(ii)
shall bear interest at a rate of (a) with respect to a Supplemental Loan made to
(1) a local government unit (as such term is defined in the Act) or (2) a public water utility (as
such term is defined in the Act) or small water company (as such term is defined in the Act), in
each case, serving fewer than 10,000 residents, 0%, and (b) with respect to a Supplemental Loan
made to (1) a public water utility or small water company, in each case, serving greater than
10,000 residents, (2) any other private person, or (3) a local government unit on behalf of any
private person, 2%;
(iii)

shall not exceed $300,000 in principal amount;

(iv)
shall have a maturity date (the “Maturity Date”) not later than the date of closing
with respect to the applicable long-term financing within the State Fiscal Year 2015 New Jersey
Environmental Infrastructure Financing Program as administered by the Trust and the NJDEP
(the “Financing Program”), which shall be no later than June 30, 2015;

(v)
shall be repaid by the Borrower from the participation by the Borrower in the
Financing Program prior to the Maturity Date, or, in the event of the failure on the part of the
Borrower to qualify for and participate in the Financing Program prior to the Maturity Date for
any reason, a source of funds, other than the Financing Program, that is available to the
Borrower for such purpose, including, without limitation, the proceeds of short-term or longterm debt that may be incurred by the Borrower; and
(vi)

shall not be subject to the imposition by the Trust of an administrative fee.

Section 3.
No Supplemental Loan shall be made by the Trust to a Borrower with respect to
the Additional Costs of its Existing Project without the prior approval of the Board in the form of a
resolution duly adopted pursuant to and in satisfaction of the requirements of the Act (the “Authorizing
Resolution”), provided that such Borrower and such Additional Costs of such Existing Project each
shall qualify for funding through the SFY 2014 Supplemental Financing Program pursuant to the terms
and provisions of the Act and the Regulations and the terms and provisions of this Resolution,
including, without limitation, the Supplemental Financing Program Conditions Precedent. The
Authorizing Resolution shall include, without limitation, the certification for funding of the proposed
scope of the Additional Costs of the Existing Project in accordance with the provisions of N.J.A.C.
7:22-4.13, provided, however, that prior to the closing with respect to such Supplemental Loan, the
proposed scope of the Additional Costs of the Existing Project shall have been certified for funding by
the Commissioner of the NJDEP pursuant to and in satisfaction of the provisions of N.J.A.C. 7:22-3.13.
Section 4.
The Authorized Officers are hereby severally authorized and directed to execute
(i) any Loan Instrument to which the Trust is a party (the “Trust Loan Instruments”) and (ii) any
certificates, instruments or documents contemplated therein or otherwise related to the participation of
any Borrower in the SFY 2014 Supplemental Financing Program.
Section 5.
Upon execution of the Trust Loan Instruments by an Authorized Officer, the
Secretary and the Assistant Secretary of the Trust are each hereby severally authorized and directed,
where required, to affix the corporate seal of the Trust, and to attest to the signature of such Authorized
Officer, thereon and on any certificates, instruments or documents contemplated therein or related
thereto.
Section 6.
This Resolution shall become effective in accordance with the terms of Section
4(i) of the Act (N.J.S.A. 58:11B-4(i)).
Adopted Date:

January 10, 2013

Motion Made By:

Mr. Briant

Motion Seconded By:

Mr. Requa

Ayes:

7

Nays:

0

Abstentions:

0

EXHIBIT A
FORMS OF OBLIGATION
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[NAME OF PRIVATE BORROWER]
NOTE
RELATING TO:
THE SUPPLEMENTAL FINANCING PROGRAM
OF THE NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST
$

,20_

_______

------

SFP-

-

---

FOR VALUE RECEIVED,
a
corporation duly created and validly existing pursuant to the laws of the State (as hereinafter
defined), and its successors and assigns (the "Borrower"), hereby promises to pay to the order of
the NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST, a public body
corporate and politic with corporate succession, duly created and validly existing under and by
virtue of the Act (as hereinafter defined) (the "Trust"), the Principal (as hereinafter defined),
together with all unpaid accrued Interest (as hereinafter defined), fees, late charges and other
sums due hereunder, if any, in lawful money of the United States of America, on the Maturity
Date (as hereinafter defined) or the date of any optional prepayment or acceleration in
accordance with the provisions of this note (this "Note").
SECTION 1. Definitions. As used in this Note, unless the context requires otherwise,
the following terms shall have the following meanings:
"Act" means the "New Jersey Environmental Infrastructure Trust Act", constituting
Chapter 334 of the Pamphlet Laws of 1985 of the State (codified at N.J. S.A. 58:11B-1 et seq.),
as the same may from time to time be amended and supplemented.
"Administrative Fee" means a fee of up to four-tenths of one percent (.40%) of that
portion of the Principal identified in clause (i) of the definition thereof (as set forth in this
Section 1), or such lesser amount, if any, as the Trust may determine from time to time.
"Anticipated Financing Program" means the financing program of the Trust, pursuant
to which the Trust will issue, not later than June 30,
, its Trust Bonds for the purpose of
financing, on a long term basis, the Project and other projects of certain qualifying borrowers.
__

"Anticipated Long Term Loan" means the long term loan made by the Trust to the
Borrower from the proceeds of its Trust Bonds, as part of the Anticipated Financing Program.
"Authorized Officer" means any person authorized by the Borrower or the Trust, as the
case may be, to perform any act or execute any document relating to the Loan or this Note.
"Borrower Note Resolution" means the [resolution][indenture] of the Borrower entitled
], as amended and
]", [adopted on][dated] [
"[
supplemented from time to time, pursuant to which this Note has been issued.
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"Business Corporation Law" means the "New Jersey Business Corporation Act",
constituting Chapter 263 of the Pamphlet Laws of 1968 of the State (codified at NJ. S.A. 14A:11 et seq.), as the same may from time to time be amended and supplemented.
"Code" means the Internal Revenue Code of 1986, as the same may from time to time be
amended and supplemented, including any regulations promulgated thereunder, any successor
code thereto and any administrative or judicial interpretations thereof.
"Cost" means those costs that are allocable to the Project, as shall be determined on a
project-specific basis in accordance with the Regulations, as the same may be amended by
subsequent eligible costs as evidenced by a certificate of an Authorized Officer of the Trust.
"Environmental Infrastructure Facilities" means Wastewater Treatment Facilities,
Stormwater Management Facilities or Water Supply Facilities (as such terms are defined in the
Regulations)
.

"Environmental Infrastructure Sy stem" means the Environmental Infrastructure
Facilities of the Borrower, including the Project, for which the Borrower is receiving the Loan.
"Event of Default" means any occurrence or event specified in Section 6 hereof.
"Interest" means the interest charged on the Loan at a rate of
% per annum and
payable by the Borrower to the Trust (i) on the Maturity Date or (ii) with respect to any optional
prepayment or acceleration of the Loan, on the date of such optional prepayment or acceleration,
as the case may be.
__

"Loan" means the loan of the Principal, made by the Trust to the Borrower to finance or
refinance a portion of the Cost of the Project, as evidenced by this Note.
"Loan Disbursement Requisition" means the requisition, to be executed by an
Authorized Officer of the Borrower and approved by the New Jersey Department of
Environmental Protection, in a form to be determined by the Trust and the New Jersey
Department of Environmental Protection.
"Maturity Date" means the earlier of (i)
closing for the Anticipated Financing Program.

, 201_, and (ii) the date of

_____

"Principal" means the principal amount of the Loan, at any time being the lesser of (i)
), or (ii) the aggregate
Dollars ($
outstanding amount as shall actually be disbursed to the Borrower by the Trust pursuant to one or
more Loan Disbursement Requisitions, which Principal shall be payable by the Borrower to the
Trust (i) on the Maturity Date or (ii) with respect to any optional prepayment or acceleration of
the Loan, on the date of such optional prepayment or acceleration, as the case may be.
_______

"Project" means the Environmental Infrastructure Facilities of the Borrower which
constitutes a project for which the Trust is making the Loan to the Borrower.
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"Regulations" means the rules and regulations, as applicable, now or hereafter
promulgated pursuant to N.J.A.C. 7:22-3 et seq., 7:22-4 et seq., 7:22-5 et seq., 7:22-6 et seq.,
7:22-7 et seq., 7:22-8 et seq., 7:22-9 et seq. and 7:22-10 et seq., as the same may from time to
time be amended and supplemented.
"Revenues" means "[
Resolution.

___
--'

Revenues" as defined

III

the Borrower Note

"State" means the State of New Jersey.
"Trust Bonds" means the revenue bonds of the Trust to be issued, as part of the
Anticipated Financing Program.
SECTION 2. Representations of the Borrower.
warrants to the Trust:

The Borrower represents and

(a)
Organization. The Borrower: (i) is a corporation duly created and validly existing
under and pursuant to the Constitution and laws of the State, including the Business Corporation
Law; (ii) has full legal right and authority to execute, attest and deliver this Note, to authorize the
authentication of this Note, to sell this Note to the Trust, and to perform its obligations
hereunder, and (iii) has duly authorized, approved and consented to all necessary action to be
taken by the Borrower for: (A) the issuance of this Note, the authentication of this Note, the sale
thereof to the Trust and the due performance of its obligations hereunder and (B) the execution,
delivery and due performance of all certificates and other instruments that may be required to be
executed, delivered and performed by the Borrower in order to carry out and give effect to this
Note.
(b)
Authority.
This Note has been duly authorized by the Borrower, duly
executed, attested and delivered by Authorized Officers of the Borrower, and duly authenticated
by the trustee or the paying agent pursuant to the Borrower Note Resolution. This Note has been
duly sold by the Borrower to the Trust and duly issued by the Borrower and constitutes a legal,
valid and binding obligation of the Borrower, enforceable against the Borrower in accordance
with its terms, except as the enforcement thereof may be affected by bankruptcy, insolvency or
other laws or the application by a court of legal or equitable principles affecting creditors' rights.
(c)
Pending Litigation. There are no proceedings pending or, to the knowledge of the
Borrower, threatened against or affecting the Borrower that, if adversely determined, would
adversely affect (i) the condition (financial or otherwise) of the Borrower, (ii) the adoption of the
Borrower Note Resolution, (iii) the ability of the Borrower to satisfy all of its Loan repayment
obligations hereunder, (iv) the authorization, execution, attestation, authentication or delivery of
this Note, (v) the issuance of this Note and the sale thereof to the Trust, and (vi) the Borrower's
ability otherwise to observe and perform its duties, covenants, obligations and agreements under
this Note.
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Compliance with Existing Laws and Agreements; Governmental Consent. (i) The
(d)
authorization, execution, attestation and delivery of this Note by the Borrower, (ii) the
authentication of this Note by the trustee or paying pursuant to the Borrower Note Resolution,
(iii) the adoption of the Borrower Note Resolution, (iv) the sale of this Note to the Trust, (v) the
observation and performance by the Borrower of its duties, covenants, obligations and
agreements hereunder, including, without limitation, the repayment of the Loan and all other
amounts due hereunder, and (vi) the undertaking and completion of the Project, will not (A)
other than the lien, charge or encumbrance created by this Note and by any other outstanding
debt obligations of the Borrower that are at parity with this Note as to lien on, and source and
security for payment thereon from, the Revenues of the Borrower's Environmental Infrastructure
System, result iIi the creation or imposition of any lien, charge or encumbrance upon any
properties or assets of the Borrower pursuant to, (B) result in any breach of any of the terms,
conditions or provisions of, or (C) constitute a default under, any existing ordinance or
resolution, outstanding debt or lease obligation, trust agreement, indenture, mortgage, deed of
trust, loan agreement or other instrument to which the Borrower is a party or by which the
Borrower, its Environmental Infrastructure System or any of its properties or assets may be
bound, nor will such action result in any violation of the provisions of the charter or other
document pursuant to which the Borrower was established or any laws, ordinances, injunctions,
judgments, decrees, rules, regulations or existing orders of any court or governmental or
administrative agency, authority or person to which the Borrower, its Environmental
Infrastructure System or its properties or operations are subject. The Borrower has obtained all
permits and approvals required to date by any governmental body or officer for the authorization,
execution, attestation, authentication and delivery of this Note, for the sale of this Note to the
Trust, for the making, observance and performance by the Borrower of its duties, covenants,
obligations and agreements under this Note, and for the undertaking and completion of the
Project.
(e)
Reliance. The Borrower hereby acknowledges that the Trust is making the Loan
to the Borrower pursuant to the terms hereof in reliance upon each of the representations of the
Borrower set forth in this Section 2.
SECTION 3. Covenants of the Borrower.

(a)
Participation in the Anticipated Financing Program. The Borrower covenants and
agrees that it shall undertake and complete in a timely manner all conditions precedent identified
by the Trust relating to (i) the participation by the Borrower in the Anticipated Financing
Program and (ii) the qualification by the Borrower for receipt of the Anticipated Long Term
Loan.
(b)
Pledge. The Borrower irrevocably pledges the Revenues in accordance with the
terms of, and to the extent provided in, the Borrower Note Resolution, for the punctual payment
of any and all obligations and amounts due under this Note.
(c)
Disposition of Environmental Infrastructure System. The Borrower covenants
and agrees that it shall not sell, lease, abandon or otherwise dispose of all or substantially all of
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its Environmental Infrastructure System without the express written consent of the Trust, which
consent may or may not be granted by the Trust in its sole discretion.
(d)
Financing With Tax Exempt Bonds. The Borrower acknowledges, covenants and
agrees that it is the intention of the Borrower to finance the Project on a long term basis with
proceeds of Trust Bonds now or hereinafter issued, the interest on which is excluded from gross
income for purposes of federal income taxation pursuant to Section 103(a) of the Code
("tax-exempt bonds"). In furtherance of such long term financing with tax-exempt bonds, the
Borrower covenants that, except to the extent expressly permitted in writing by the Trust, the
Borrower will not take any action or permit any action to be taken which would result in any of
the proceeds of the Loan being used (directly or indirectly) to make or finance loans to persons
other than the Borrower. In addition, the Borrower covenants and agrees that (i) all of the
proceeds of the Loan will be used to pay costs of an exempt facility, within the meaning of
Section 142 of the Code, which were paid and incurred by the Borrower no more than 60 days
before the date on which the Trust adopted a declaration of intent with respect to the Project, and
(ii) no portion of the Project will be investment property, within the meaning of Section 148(b)
of the Code. The Borrower covenants and agrees that any Costs of the Borrower's Project to be
paid or reimbursed with proceeds of the Loan will result in the expenditure of proceeds under
Treasury Regulations § 1.148-6(d) and Treasury Regulations § 1.150-2.
(e)
Operation and Maintenance of Environmental Infrastructure System.
The
Borrower covenants and agrees that it shall maintain its Environmental Infrastructure System in
good repair, working order and operating condition, and make all necessary and proper repairs
and improvements with respect thereto.
(f)
Records and Accounts; Inspections. The Borrower covenants and agrees that it·
shall keep accurate records and accounts for its Environmental Infrastructure System, separate
and distinct from its other records and accounts, which shall be audited annually by an
independent registered certified public accountant and shall be made available for inspection by
the Trust upon prior written notice. The Borrower shall permit the Trust to inspect the
Environmental Infrastructure System.
(g)
Insurance. The Borrower covenants and agrees that it shall maintain insurance
policies providing against risk of direct physical loss, damage or destruction of its Environmental
Infrastructure System, in an amount that will satisfy all applicable regulatory requirements. The
Borrower covenants and agrees that it shall include, or cause to be included, the Trust as an
additional "named insured" on any certificate of liability insurance procured by the Borrower
and by any contractor or subcontractor for the Project.
(h)
Reliance. The Borrower hereby acknowledges that the Trust is making the Loan
to the Borrower pursuant to the terms hereof in reliance upon each of the covenants of the
Borrower set forth in this Section 3.
SECTION 4 . Disbursement of the Loan Proceeds; Amounts Pay able; Prepay ment;
and Late Fee. The Trust shall effectuate the Loan to the Borrower by making one or more
disbursements to the Borrower promptly after receipt by the Trust of a Loan Disbursement
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Requisition, each such disbursement and the date thereof to be recorded by an Authorized
Officer of the Trust on the table attached as Exhibit A hereto. The latest date upon which the
Borrower may submit to the Trust a Loan Disbursement Requisition is 30 days prior to the
Maturity Date. On the Maturity Date, the Borrower shall repay the Loan to the Trust in an
amount equal to: (i) the Principal; (ii) the Interest; (iii) the Administrative Fee, if any; and (iv)
any other amounts due and owing pursuant to the provisions of this Note. The Borrower may
prepay the Loan obligations hereunder, in whole or in part, upon receipt of the prior written
consent of an Authorized Officer of the Trust. Each payment made to the Trust shall be applied
to the payment of, first, the Interest then due and payable, second, the Principal, third, the
Administrative Fee, if any, fourth, any late charges, and finally, any other amount due pursuant
to the provisions of this Note. In the event that the repayment obligation set forth in this Note is
received by the Trust later than the Maturity Date, a late fee shall be payable to the Trust in an
amount equal to the greater of twelve percent (12%) per annum or the prime rate as published in
the Wall Street Journal on the Maturity Date plus one half of one percent per annum on such late
payment from the Maturity Date to the date it is actually paid; provided, however, that any late
payment charges incurred hereunder shall not exceed the maximum interest rate permitted by
law.
SECTION 5. Unconditional Obligations. The obligation of the Borrower to make the
Loan repayments and all other payments required hereunder and the obligation to perform and
observe the other duties, covenants, obligations and agreements on its part contained herein shall
be absolute and unconditional, and shall not be abated, rebated, set-off, reduced, abrogated,
terminated, waived, diminished, postponed or otherwise modified in any manner whatsoever
while any Loan repayments, or any other payments due hereunder, remain unpaid, regardless of
any contingency, act of God, event or cause whatsoever, including (without limitation) any acts
or circumstances that may constitute failure of consideration, eviction or constructive eviction,
the taking by eminent domain or destruction of or damage to the Project or Environmental
Infrastructure System, commercial frustration of the purpose, any change in the laws of the
United States of America or of the State or any political subdivision of either or in the rules or
regulations of any governmental authority, any failure of the Trust to perform and observe any
agreement or any duty, liability or obligation arising out of this Note, or any rights of set-off,
recoupment, abatement or counterclaim that the Borrower might have against the Trust or any
other party; provided, however, that payments hereunder shall not constitute a waiver of any
such rights.
SECTION 6. Events of Default. The following events shall constitute an "Event of
Default" hereunder: (i) failure by the Borrower to pay, when due, any and all of its Loan
repayment obligations hereunder, and any other payment obligations due hereunder; (ii) failure
by the Borrower to observe and perform any duty, covenant, obligation or agreement on its part
to be observed or performed pursuant to the terms of this Note; (iii) any representation made by
the Borrower contained in this Note or in any instrument furnished in compliance with or with
reference to this Note is false or misleading in any material respect; and (iv) a petition is filed by
or against the Borrower under any federal or state bankruptcy or insolvency law or other similar
law in effect on the date of this Note or thereafter enacted, unless in the case of any such petition
filed against the Borrower such petition shall be dismissed within thirty (30) days after such
filing and such dismissal shall be final and not subject to appeal, or the Borrower shall become
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insolvent or bankrupt or shall make an assignment for the benefit of its creditors, or a custodian
of the Borrower or any of its property shall be appointed by court order or take possession of the
Borrower or its property or assets if such order remains in effect or such possession continues for
more than thirty (30) days.
SECTION 7. Remedies upon Event of Default. Whenever an Event of Default shall
have occurred and be continuing pursuant to the terms hereof, the Borrower hereby
acknowledges and agrees to the rights of the Trust to take any action permitted or required at law
or in equity to collect the amounts then due and thereafter to become due hereunder or to enforce
the observance and performance of any duty, covenant, obligation or agreement of the Borrower
hereunder. If an Event of Default shall have occurred, the Borrower hereby acknowledges and
agrees that the Trust shall have the right to declare all Loan repayments and all other amounts
due hereunder to be due and payable immediately without further notice or demand. The
Borrower hereby acknowledges and agrees that no remedy herein is intended to be exclusive,
and every remedy shall be cumulative and in addition to every other remedy given under this
Note or now or hereafter existing at law or in equity. The Borrower hereby further
acknowledges and agrees that no delay or omission by the Trust to exercise any remedy or right
accruing upon any Event of Default shall impair any such remedy or right or shall be construed
to be a waiver thereof, but any such remedy or right may be exercised as often as may be deemed
expedient. The Borrower hereby agrees that upon demand it shall pay to the Trust the reasonable
fees and expenses of attorneys and other reasonable expenses (including, without limitation, the
reasonably allocated costs of in-house counsel and legal staff) incurred in the collection of Loan
repayments or any sum due hereunder or in the enforcement of the observation or performance
of any obligations or agreements of the Borrower upon an Event of Default. Any moneys
collected by the Trust pursuant to this Section 7 shall be applied first to pay any attorneys' fees
or other fees and expenses owed by the Borrower.
SECTION 8. Certain Miscellaneous Provisions. The Borrower hereby agrees as
follows: (a) all notices hereunder shall be deemed given when hand delivered or when mailed by
registered or certified mail, postage prepaid, to the Borrower at the following address: [Name
and Address of Borrower, Attention: Name of Authorized Officer]; and to the Trust at the
following address: New Jersey Environmental Infrastructure Trust, 3131 Princeton Pike,
Building 6, Suite 201, Lawrenceville, New Jersey 08648, Attention: Executive Director; (b) this
Note shall be binding upon the Borrower and its successors and assigns; (c) in the event any
provision of this Note is held illegal, invalid or unenforceable by any court of competent
jurisdiction, such holding shall not invalidate, render unenforceable or otherwise affect any other
provision hereof; (d) the obligations of the Borrower pursuant to the terms of this Note may not
be assigned by the Borrower for any reason, unless the Trust shall have approved said
assignment in writing; (e) this Note may not be amended, supplemented or modified without the
prior written consent of the Trust; (f) this Note shall be governed by and construed in accordance
with the laws of the State; (g) the Borrower shall, at the request of the Trust, execute and deliver
such further instruments as may be necessary or desirable for better assuring, conveying,
granting, assigning and confirming the rights, security interests and agreements granted or
intended to be granted by this Note; and (h) whenever the Borrower is required to obtain the
determination, approval or consent of the Trust pursuant to the terms hereof, such determination,

7
ME1 1 3762263 v . I

approval or consent may be either granted or withheld by the Trust in its sole and absolute
discretion.
IN WITNESS WHEREOF, the Borrower has caused this Note to be duly executed,
sealed and delivered on the date first above written.
[NAME OF BORROWER]

[SEAL]
By:
ATTEST:

Authorized Officer

Authorized Officer

8
ME l l 3762263v. l

_________

TRUSTEE'S CERTIFICATE OF AUTHENTICATION

This Note is delivered pursuant to the within-mentioned Borrower Note Resolution.

as Trustee

By :

_______________

Authorized Signatory
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EXHIBIT A
Loan Disbursements

Date of Loan Disbursement

Amount of Loan Disbursement
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[NAME OF MUNICIPALITY]
NOTE
RELATING TO :
THE SUPPLEMENTAL FINANCING PROGRAM
OF THE NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST
$

,20_

_______
_-----

SFP-

-

---

, a
FOR VALUE RECEIVED,
municipal corporation duly created and validly existing pursuant to the laws of the State (as
hereinafter defined), and its successors and assigns (the "Borrower"), hereby promises to pay to
the order of the NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST, a
public body corporate and politic with corporate succession, duly created and validly existing
under and by virtue of the Act (as hereinafter defined) (the "Trust"), the Principal (as hereinafter
defined), together with all unpaid accrued Interest (as hereinafter defined), fees, late charges and
other sums due hereunder, if any, in lawful money of the United States of America, on the
Maturity Date (as hereinafter defined) or the date of any optional prepayment or acceleration in
accordance with the provisions of this note (this "Note").
SECTION 1. Definitions. As used in this Note, unless the context requires otherwise,
the following terms shall have the following meanings:
"Act" means the "New Jersey Environmental Infrastructure Trust Act", constituting
Chapter 334 of the Pamphlet Laws of 1985 of the State (codified at N.J.S.A. 58: 11B-1 et seq.),
as the same may from time to time be amended and supplemented.
"Administrative Fee" means a fee of up to four-tenths of one percent (.40%) of that
portion of the Principal identified in clause (i) of the definition thereof (as set forth in this
Section 1), or such lesser amount, if any, as the Trust may determine from time to time.
"Anticipated Financing Program" means the financing program of the Trust, pursuant
, its Trust Bonds for the purpose of
to which the Trust will issue, not later than June 30,
financing, on a long term basis, the Project and other projects of certain qualifying borrowers.
__

"Anticipated Long Term Loan" means the long term loan made by the Trust to the
Borrower from the proceeds of its Trust Bonds, as part of the Anticipated Financing Program.
"Authorized Officer" means any person authorized by the Borrower or the Trust, as the
case may be, to perform any act or execute any document relating to the Loan or this Note.
"Code" means the Internal Revenue Code of 1986, as the same may from time to time be
amended and supplemented, including any regulations promulgated thereunder, any successor
code thereto and any administrative or judicial interpretations thereof.
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"Cost" means those costs that are allocable to the Project, as shall be determined on a
project-specific basis in accordance with the Regulations, as the same may be amended by
subsequent eligible costs as evidenced by a certificate of an Authorized Officer of the Trust.
"Environmental Infrastructure Facilities" means Wastewater Treatment Facilities,
Stormwater Management Facilities or Water Supply Facilities (as such terms are defined in the
Regulations).
"Environmental Infrastructure Sy stem" means the Environmental Infrastructure
Facilities of the Borrower, including the Project, for which the Borrower is receiving the Loan.
"Event of Default" means any occurrence or event specified in Section 6 hereof.
"Interest" means the interest charged on the Loan at a rate of _% per annum and
payable by the Borrower to the Trust (i) on the Maturity Date or (ii) with respect to any optional
prepayment or acceleration
. of the Loan, on the date of such optional prepayment or acceleration,
as the case may be.
"Loan" means the loan of the Principal, made by the Trust to the Borrower to finance or
refinance a portion of the Cost of the Project, as evidenced by this Note.
"Loan Disbursement Requisition" means the requisition, to be executed by an
Authorized Officer of the Borrower and approved by the New Jersey Department of
Environmental Protection, in a form to be determined by the Trust and the New Jersey
Department of Environmental Protection.
"Maturity Date" means the earlier of (i)
closing for the Anticipated Financing Program.

_____

, 201_, and (ii) the date of

"Principal" means the principal amount of the Loan, at any time being the lesser of (i)
), or (ii) the aggregate
Dollars ($
outstanding amount as shall actually be disbursed to the Borrower by the Trust pursuant to one or
more Loan Disbursement Requisitions, which Principal shall be payable by the Borrower to the
Trust (i) on the Maturity Date or (ii) with respect to any optional prepayment or acceleration of
the Loan, on the date of such optional prepayment or acceleration, as the case may be.
_______

"Project" means the Environmental Infrastructure Facilities of the Borrower which
constitutes a project for which the Trust is making the Loan to the Borrower.
"Regulations" means the rules and regulations, as applicable, now or hereafter
promulgated pursuant to N.J.A.C. 7:22-3 et seq., 7:22-4 et seq., 7:22-5 et seq., 7:22-6 et seq.,
7:22-7 et seq., 7:22-8 et seq., 7:22-9 et seq. and 7:22-10 et seq., as the same may from time to
time be amended and supplemented.
"State" means the State of New Jersey.
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"Trust Bonds" means the revenue bonds of the Trust to be issued, as part of the
Anticipated Financing Program.
SECTION 2. Representations of the Borrower.
warrants to the Trust:

The Borrower represents and

(a)
Organization. The Borrower: (i) is a municipal corporation duly created and
validly existing under and pursuant to the Constitution and laws of the State; (ii) has full legal
right and authority to execute, attest and deliver this Note, to sell this Note to the Trust, and to
perform its obligations hereunder, and (iii) has duly authorized, approved and consented to all
necessary action to be taken by the Borrower for: (A) the issuance of this Note, the sale thereof
to the Trust and the due performance of its obligations hereunder and (B) the execution, delivery
and due performance of all certificates and other instruments that may be required to be
executed, delivered and performed by the Borrower in order to carry out and give effect to this
Note.
Authority.
(b)
This Note has been duly authorized by the Borrower and duly
executed, attested and delivered by Authorized Officers of the Borrower. This Note has been
duly sold by the Borrower to. the Trust and duly issued by the Borrower and constitutes a legal,
valid and binding obligation of the Borrower, enforceable against the Borrower in accordance
with its terms, except as the enforcement thereof may be affected by bankruptcy, insolvency or
other laws or the application by a court of legal or equitable principles affecting creditors' rights.
(c)
Pending Litigation. There are no proceedings pending or, to the knowledge of the
Borrower, threatened against or affecting the Borrower that, if adversely determined, would
adversely affect (i) the condition (financial or otherwise) of the Borrower, (ii) the ability of the
Borrower to satisfy all of its Loan repayment obligations hereunder, (iii) the authorization,
execution, attestation or delivery of this Note, (iv) the issuance of this Note and the sale thereof
to the Trust, and (v) the Borrower's ability otherwise to observe and perform its duties,
covenants, obligations and agreements under this Note.
(d)
Compliance with ExistingLaws and Agreements; Governmental Consent. (i) The
due authorization, execution, attestation and delivery of this Note by the Borrower and the sale
of this Note to the Trust, (ii) the observation and performance by the Borrower of its duties,
covenants, obligations and agreements hereunder, including, without limitation, the repayment of
the Loan and all other amount due hereunder, and (iii) the undertaking and completion of the
Project, will not (A) other than the lien, charge or encumbrance created by this Note and by any
other outstanding debt obligations of the Borrower that are at parity with this Note as to lien on,
and source and security for payment thereon from, the general tax revenues of the Borrower,
result in the creation or imposition of any lien, charge or encumbrance upon any properties or
assets of the Borrower pursuant to, (B) result in any breach of any of the terms, conditions or
provisions of, or (C) constitute a default under, any existing ordinance or resolution, outstanding
debt or lease obligation, trust agreement, indenture, mortgage, deed of trust, loan agreement or
other instrument to which the Borrower is a party or by which the Borrower, its Environmental
Infrastructure System or any of its properties or assets may be bound, nor will such action result
in any violation of the provisions of the charter or other document pursuant to which the
3
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Borrower was established or any laws, ordinances, injunctions, judgments, decrees, rules,
regulations or existing orders of any court or governmental or administrative agency, authority or
person to which the Borrower, its Environmental Infrastructure System or its properties or
operations are subject. The Borrower has obtained all permits and approvals required to date by
any governmental body or officer for the authorization, execution, attestation and delivery of this
Note, for the sale of this Note to the Trust, for the making, observance and performance by the
Borrower of its duties, covenants, obligations and agreements under this Note, and for the
undertaking and completion of the Project.
(e)
Reliance. The Borrower hereby acknowledges that the Trust is making the Loan
to the Borrower pursuant to the terms hereof in reliance upon each of the representations of the
Borrower set forth in this Section 2.
SECTION 3. Covenants of the Borrower.

Participation in the Anticipated Financing Program. The Borrower covenants and
(a)
agrees that it shall undertake and complete in a timely manner all conditions precedent identified
by the Trust relating to (i) the participation by the Borrower in the Anticipated Financing
Program and (ii) the qualification by the Borrower for receipt of the Anticipated Long Term
Loan.
(b)
Full Faith and Credit Pledge. To secure the repayment obligation of the Borrower
with respect to this Note, and all other amounts due under this Note, the Borrower
unconditionally and irrevocably pledges its full faith and credit and covenants to exercise its
unlimited taxing powers for the punctual payment of any and all obligations and amounts due
under this Note. The Borrower acknowledges that, to assure the continued operation and
solvency of the Trust, the Trust may, pursuant to and in accordance with Section 12a of the Act,
require that if the Borrower fails or is unable to pay promptly to the Trust in full any Loan
repayments, any Interest or any other amounts due pursuant to this Note, an amount sufficient to
satisfy such deficiency shall be paid by the State Treasurer to the Trust from State-aid otherwise
payable to the Borrower.
Disposition of Environmental Infrastructure System. The Borrower covenants
(c)
and agrees that it shall not sell, lease, abandon or otherwise dispose of all or substantially all of
its Environmental Infrastructure System without the express written consent of the Trust, which
consent may or may not be granted by the Trust in its sole discretion.
Financing With Tax Exempt Bonds. The Borrower acknowledges, covenants and
(d)
agrees that it is the intention of the Borrower to finance the Project on a long term basis with
proceeds of Trust Bonds now or hereinafter issued, the interest on which is excluded from gross
income for purposes of federal income taxation pursuant to Section 1 03( a) of the Code ("tax
exempt bonds"). In furtherance of such long term financing with tax exempt bonds, the
Borrower covenants that, except to the extent expressly permitted in writing by the Trust, the
Borrower will not take any action or permit any action to be taken which would result in any of
the proceeds of the Loan being used (directly or indirectly) (i) in any "private business use"
within the meaning of Section 141(b)(6) of the Code, (ii) to make or finance loans to persons
4
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other than the Borrower, or (iii) to acquire any "nongovernmental output property" within the
meaning of Section 141(d)(2) of the Code. In addition, the Borrower covenants and agrees that
no portion of the Project will be investment property, within the meaning of Section 148(b) of
the Code. The Borrower covenants and agrees that any Costs of the Borrower's Project to be
paid or reimbursed with proceeds of the Loan will result in the expenditure of proceeds under
Treasury Regulations § 1.148-6(d) and Treasury Regulations § 1.150-2.
(e)
Operation and Maintenance of Environmental Infrastructure System.
The
Borrower covenants and agrees that it shall maintain its Environmental Infrastructure System in
good repair, working order and operating condition, and make all necessary and proper repairs
and improvements with respect thereto.
(f)
Records and Accounts; Inspections. The Borrower covenants and agrees that it
shall keep accurate records and accounts for its Environmental Infrastructure System (the
"System Records"), separate and distinct from its other records and accounts (the "General
Records"), which shall be audited annually by an independent registered municipal accountant
and shall be made available for inspection by the Trust upon prior written notice. The Borrower
shall permit the Trust to inspect the Environmental Infrastructure System.
(g)
Insurance. The Borrower covenants and agrees that it shall maintain insurance
policies providing against risk of direct physical loss, damage or destruction of its Environmental
Infrastructure System, in an amount that will satisfy all applicable regulatory requirements. The
Borrower covenants and agrees that it shall include, or cause to be included, the Trust as an
additional "named insured" on any certificate of liability insurance procured by the Borrower
and by any contractor or subcontractor for the Project.
(h)
Reliance. The Borrower hereby acknowledges that the Trust is making the Loan
to the Borrower pursuant to the terms hereof in reliance upon each of the covenants of the
Borrower set forth in this Section 3.
SECTION 4. Disbursement of the Loan Proceeds; Amounts Pay able; Prepay ment;
and Late Fee. The Trust shall effectuate the Loan to the Borrower by making one or more
disbursements to the Borrower promptly after receipt by the Trust of a Loan Disbursement
Requisition, each such disbursement and the date thereof to be recorded by an Authorized
Officer of the Trust on the table attached as Exhibit A hereto. The latest date upon which the
Borrower may submit to the Trust a Loan Disbursement Requisition is 30 days prior to the
Maturity Date. On the Maturity Date, the Borrower shall repay the Loan to the Trust in an
amount equal to: (i) the Principal; (ii) the Interest; (iii) the Administrative Fee, if any; and (iv)
any other amounts due and owing pursuant to the provisions of this Note. The Borrower may
prepay the Loan Authorized Officer of the Trust. Each payment made to the Trust shall be
applied to the payment of, jirst, the Interest then due and payable, second, the Principal, third,
the Administrative Fee, if obligations hereunder, in whole or in part, upon receipt of the prior
written consent of an any,jourth, any late charges, and,jinally, any other amount due pursuant to
the provisions of this Note. In the event that the repayment obligation set forth in this Note is
received by the Trust later than the Maturity Date, a late fee shall be payable to the Trust in an
amount equal to the greater of twelve percent (12%) per annum or the prime rate as published in
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the Wall Street Journal on the Maturity Date plus one half of one percent per annum on such late
payment from the Maturity Date to the date it is actually paid; provided, however, that any late
payment charges incurred hereunder shall not exceed the maximum interest rate permitted by
law.
SECTION 5. Unconditional Obligations. The direct, general obligation of the
Borrower to make the Loan repayments and all other payments required hereunder and the
obligation to perform and observe the other duties, covenants, obligations and agreements on its
part contained herein shall be absolute and unconditional, and shall not be abated, rebated,
set-off, reduced, abrogated, terminated, waived, diminished, postponed or otherwise modified in
any manner whatsoever while any Loan repayments, or any other payments due hereunder,
remain unpaid, regardless of any contingency, act of God, event or cause whatsoever, including
(without limitation) any acts or circumstances that may constitute failure of consideration,
eviction or constructive eviction, the taking by eminent domain or destruction of or damage to
the Project or Environmental Infrastructure System, commercial frustration of the purpose, any
change in the laws of the United States of America or of the State or any political subdivision of
either or in the rules or regulations of any governmental authority, any failure of the Trust to
perform and observe any agreement or any duty, liability or obligation arising out of this Note, or
any rights of set-off, recoupment, abatement or counterclaim that the Borrower might have
against the Trust or any other party; provided, however, that payments hereunder shall not
constitute a waiver of any such rights.
SECTION 6. Events of Default. The following events shall constitute an "Event of
Default" hereunder: (i) failure by the Borrower to pay, when due, any and all of its Loan
repayment obligations hereunder, and any other payment obligations due hereunder; (ii) failure
by the Borrower to observe and perform any duty, covenant, obligation or agreement on its part
to be observed or performed pursuant to the terms of this Note; (iii) any representation made by
the Borrower contained in this Note or in any instrument furnished in compliance with or with
reference to this Note is false or misleading in any material respect; and (iv) a petition is filed by
or against the Borrower under any federal or state bankruptcy or insolvency law or other similar
law in effect on the date of this Note or thereafter enacted, unless in the case of any such petition
filed against the Borrower such petition shall be dismissed within thirty (30) days after such
filing and such dismissal shall be final and not subject to appeal, or the Borrower shall become
insolvent or bankrupt or shall make an assignment for the benefit of its creditors, or a custodian
of the Borrower or any of its property shall be appointed by court order or take possession of the
Borrower or its property or assets if such order remains in effect or such possession continues for
more than thirty (30) days.
SECTION 7. Remedies upon Event of Default. Whenever an Event of Default shall
have occurred and be continuing pursuant to the terms hereof, the Borrower hereby
acknowledges and agrees to the rights of the Trust to take any action permitted or required at law
or in equity to collect the amounts then due and thereafter to become due hereunder or to enforce
the observance and performance of any duty, covenant, obligation or agreement of the Borrower
hereunder. If an Event of Default shall have occurred, the Borrower hereby acknowledges and
agrees that the Trust shall have the right to declare all Loan repayments and all other amounts
due hereunder to be due and payable immediately without further notice or demand. The
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Borrower hereby acknowledges and agrees that no remedy herein is intended to be exclusive,
and every remedy shall be cumulative and in addition to every other remedy given under this
Note or now or hereafter existing at law or in equity. The Borrower hereby further
acknowledges and agrees that no delay or omission by the Trust to exercise any remedy or right
accruing upon any Event of Default shall impair any such remedy or right or shall be construed
to be a waiver thereof, but any such remedy or right may be exercised as often as may be deemed
expedient. The Borrower hereby agrees that upon demand it shall pay to the Trust the reasonable
fees and expenses of attorneys and other reasonable expenses (including, without limitation, the
reasonably allocated costs of in-house counsel and legal staff) incurred in the collection of Loan
repayments or any sum due hereunder or in the enforcement of the observation or performance
of any obligations or agreements of the Borrower upon an Event of Default. Any moneys
collected by the Trust pursuant to this Section 7 shall be applied first to pay any attorneys' fees
or other fees and expenses owed by the Borrower.
SECTION 8. Certain Miscellaneous Provisions. The Borrower hereby acknowledges
and agrees as follows: (a) all notices hereunder shall be deemed given when hand delivered or
when mailed by registered or certified mail, postage prepaid, to the Borrower at the following
address: [Name and Address of Borrower, Attention: Name of Authorized Officer]; and to the
Trust at the following address: New Jersey Environmental Infrastructure Trust, 3131 Princeton
Pike, Building 6, Suite 201, Lawrenceville, New Jersey 08648, Attention: Executive Director;
(b) this Note shall be binding upon the Borrower and its successors and assigns; (c) in the event
any provision of this Note is held illegal, invalid or unenforceable by any court of competent
jurisdiction, such holding shall not invalidate, render unenforceable or otherwise affect any other
provision hereof; (d) the obligations of the Borrower pursuant to the terms of this Note may not
be assigned by the Borrower for any reason, unless the Trust shall have approved said
assignment in writing; (e) this Note may not be amended, supplemented or modified without the
prior written consent of the Trust; (f) this Note shall be governed by and construed in accordance
with the laws of the State; (g) the Borrower shall, at the request of the Trust, execute and deliver
such further instruments as may be necessary or desirable for better assuring, conveying,
granting, assigning and confirming the rights, security interests and agreements granted or
intended to be granted by this Note; and (h) whenever the Borrower is required to obtain the
determination, approval or consent of the Trust pursuant to the terms hereof, such determination,
approval or consent may be either granted or withheld by the Trust in its sole and absolute
discretion.

[The remainder of this page has been left blank intentionally.]
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IN WITNESS WHEREOF, the Borrower has caused this Note to be duly executed,
sealed and delivered on the date first above written.
[NAME OF BORROWER]

[SEAL]
By :
ATTEST :

May or

By:
Clerk

__________

Chief Financial Officer
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__________

EXHIBIT A
Loan Disbursements

Amount of Loan Disbursement

Date of Loan Disbursement
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[NAME OF AUTHORITY]
NOTE
RELATING TO :
THE SUPPLEMENTAL FINANCING PROGRAM
OF THE NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST
$_-----

____,___ 20_

SFP-_-_

FOR VALUE RECEIVED,
a
[municipal][county] [utilities][sewerage] authority, acting as a public body corporate and politic
with corporate succession duly created and validly existing pursuant to the laws of the State (as
hereinafter defined), including, without limitation, the Borrower Enabling Act (as hereinafter
defined), and its successors and assigns (the "Borrower"), hereby promises to pay to the order of
the NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST, a public body
corporate and politic with corporate succession, duly created and validly existing under and by
virtue of the Act (as hereinafter defined) (the "Trust"), the Principal (as hereinafter defined),
together with all unpaid accrued Interest (as hereinafter defined), fees, late charges and other
sums due hereunder, if any, in lawful money of the United States of America, on the Maturity
Date (as hereinafter defined) or the date of any optional prepayment or acceleration in
accordance with the provisions of this note (this "Note").
SECTION 1. Definitions. As used in this Note, unless the context requires otherwise,
the following terms shall have the following meanings:
"Act" means the "New Jersey Environmental Infrastructure Trust Act", constituting
Chapter 334 of the Pamphlet Laws of 1985 of the State (codified at NJ.S.A. 58:11B-1 et seq.),
as the same may from time to time be amended and supplemented.
"Administrative Fee" means a fee of up to four-tenths of one percent (.40%) of that
portion of the Principal identified in clause (i) of the definition thereof (as set forth in this
Section 1), or such lesser amount, if any, as the Trust may determine from time to time.
"Anticipated Financing Program" means the financing program of the Trust, pursuant
to which the Trust will issue, not later than June 30, __, its Trust Bonds for the purpose of
financing, on a long term basis, the Project and other projects of certain qualifying borrowers.
"Anticipated Long Term Loan" means the long term loan made by the Trust to the
Borrower from the proceeds of its Trust Bonds, as part of the Anticipated Financing Program.
"Authorized Officer" means any person authorized by the Borrower or the Trust, as the
case may be, to perform any act or execute any document relating to the Loan or this Note.
"Borrower Note Resolution" means the [resolution][indenture] of the Borrower entitled
], as amended and
"[
]", adopted on [
supplemented from time to time, pursuant to which this Note has been issued.
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"Borrower Enabling Act" means the ["Sewerage Authorities Law", constituting
Chapter 138 of the Pamphlet Laws of 1946 of the State (codified at NJ.S.A. 40:14A-l et seq.),
as the same may from time to time be amended and supplemented,][the "Municipal and County
Utilities Authority Law", constituting Chapter 183 of the Pamphlet Laws of 1957 of the State
(codified at N.J.S.A. 40:14B-l et seq., as the same may from time to time be amended and
supplemented). ]
"Code" means the Internal Revenue Code of 1986, as the same may from time to time be
amended and supplemented, including any regulations promUlgated thereunder, any successor
code thereto and any administrative or judicial interpretations thereof.
"Cost" means those costs that are allocable to the Project, as shall be determined on a
project-specific basis in accordance with the Regulations, as the same may be amended by
subsequent eligible costs as evidenced by a certificate of an Authorized Officer of the Trust.
"Environmental Infrastructure Facilities" means Wastewater Treatment Facilities,
Stormwater Management Facilities or Water Supply Facilities (as such terms are defined in the
Regulations).
"Environmental Infrastructure Sy stem" means the Environmental Infrastructure
Facilities of the Borrower, including the Project, for which the Borrower is receiving the Loan.
"Event of Default" means any occurrence or event specified in Section 6 hereof.
"Interest" means the interest charged on the Loan at a rate of
% per annum and
payable by the Borrower to the Trust (i) on the Maturity Date or (ii) with respect to any optional
prepayment or acceleration of the Loan, on the date of such optional prepayment or acceleration,
as the case may be.
_

"Loan" means the loan of the Principal, made by the Trust to the Borrower to finance or
refinance a portion of the Cost of the Project, as evidenced by this Note.
"Loan Disbursement Requisition" means the requisition, to be executed by an
Authorized Officer of the Borrower and approved by the New Jersey Department of
Environmental Protection, in a form to be determined by. the Trust and the New Jersey
Department of Environmental Protection.
"Local Authority Fiscal Control Law" means the "Local Authorities Fiscal Control
Law", constituting Chapter 313 of the Pamphlet Laws of 1983 of the State (codified at N.J.S.A.
40A:5A-l et seq.), as the same may from time to time be amended and supplemented.
"Maturity Date" means the earlier of (i)
closing for the Anticipated Financing Program.
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, 201_, and (ii) the date of

_____

"Principal" means the principal amount of the Loan, at any time being the lesser of (i)
), or (ii) the aggregate
Dollars ($
outstanding amount as shall actually be disbursed to the Borrower by the Trust pursuant to one or
more Loan Disbursement Requisitions, which Principal shall be payable by the Borrower to the
Trust (i) on the Maturity Date or (ii) with respect to any optional prepayment or acceleration of
the Loan, on the date of such optional prepayment or acceleration, as the case may be.
___

__

"Project" means the Environmental Infrastructure Facilities of the Borrower which
constitutes a project for which the Trust is making the Loan to the Borrower.
"Regulations" means the rules and regulations, as applicable, now or hereafter
promulgated pursuant to NJ.A.C. 7:22-3 et seq., 7:22-4 et seq., 7:22-5 et seq., 7:22-6 et seq.,
7:22-7 et seq., 7:22-8 et seq., 7:22-9 et seq. and 7:22-10 et seq., as the same may from time to
time be amended and supplemented.
"Revenues" means "[
Resolution.

Revenues" as defined In the Borrower Note

__--'
_

"State" means the State of New Jersey.
"Trust Bonds" means the revenue bonds of the Trust to be issued, as part of the
Anticipated Financing Program.
SECTION 2. Representations of the Borrower.
warrants to the Trust:

The Borrower represents and

(a)
Organization. The Borrower: (i) is a [municipal][county] [utilities] [sewerage]
authority, acting as a public body corporate and politic with corporate succession, duly created
and validly existing under and pursuant to the Constitution and laws of the State, including,
without limitation, the Borrower Enabling Act, and is subject to the Local Authorities Fiscal
Control Law; (ii) has full legal right and authority to execute, attest and deliver this Note, to
authorize the authentication of this Note, to sell this Note to the Trust, and to perform its
obligations hereunder, and (iii) has duly authorized, approved and consented to all necessary
action to be taken by the Borrower for: (A) the issuance of this Note, the authentication of this
Note, the sale thereof to the Trust and the due performance of its obligations hereunder and (B)
the execution, delivery and due performance of all certificates and other instruments that may be
required to be executed, delivered and performed by the Borrower in order to carry out and give
effect to this Note.
(b)
Authority. This Note has been duly authorized by the Borrower, duly executed,
attested and delivered by Authorized Officers of the Borrower, and duly authenticated by the
trustee or the paying agent pursuant to the Borrower Note Resolution. This Note has been duly
sold by the Borrower to the Trust and duly issued by the Borrower and constitutes a legal, valid
and binding obligation of the Borrower, enforceable against the Borrower in accordance with its
terms, except as the enforcement thereof may be affected by bankruptcy, insolvency or other
laws or the application by a court of legal or equitable principles affecting creditors' rights.
3
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(c)
Pending Litigation. There are no proceedings pending or, to the knowledge of the
Borrower, threatened against or affecting the Borrower that, if adversely determined, would
adversely affect (i) the condition (financial or otherwise) of the Borrower, (ii) the adoption of the
Borrower Note Resolution, (iii) the ability of the Borrower to satisfy all of its Loan repayment
obligations hereunder, (iv) the authorization, execution, attestation, authentication or delivery of
this Note, (v) the issuance of this Note and the sale thereof to the Trust, and (vi) the Borrower's
ability otherwise to observe and perform its duties, covenants, obligations and agreements under
this Note.
(d)
Compliance with Existing Laws and Agreements; Governmental Consent. (i) The
authorization, execution, attestation and delivery of this Note by the Borrower, (ii) the
authentication of this Note by the trustee or paying pursuant to the Borrower Note Resolution,
(iii) the adoption of the Borrower Note Resolution, (iv) the sale of this Note to the Trust, (v) the
observation and performance by the Borrower of its duties, covenants, obligations and
agreements hereunder, including, without limitation, the repayment of the Loan and all other
amounts due hereunder, and (vi) the undertaking and completion of the Project, will not (A)
other than the lien, charge or encumbrance created by this Note and by any other outstanding
debt obligations of the Borrower that are at parity with this Note as to lien on, and source and
security for payment thereon from, the Revenues of the Borrower's Environmental Infrastructure
System, result in the creation or imposition of any lien, charge or encumbrance upon any
properties or assets of the Borrower pursuant to, (B) result in any breach of any of the terms,
conditions or provisions of, or (C) constitute a default under, any existing ordinance or
. resolution, outstanding debt or lease obligation, trust agreement, indenture, mortgage, deed of
trust, loan agreement or other instrument to which the Borrower is a party or by which the
Borrower, its Environmental Infrastructure System or any of its properties or assets may be
bound, nor will such action result in any violation of the provisions of the charter or other
document pursuant to which the Borrower was established or any laws, ordinances, injunctions,
judgments, decrees, rules, regulations or existing orders of any court or governmental or
administrative agency, authority or person to which the Borrower, its Environmental
Infrastructure System or its properties or operations are subject. The Borrower has obtained all
permits and approvals required to date by any governmental body or officer for the authorization,
execution, attestation, authentication and delivery of this Note, for the sale of this Note to the
Trust, for the making, observance and performance by the Borrower of its duties, covenants,
obligations and agreements under this Note, and for the undertaking and completion of the
Project.
(e)
Reliance. The Borrower hereby acknowledges that the Trust is making the Loan
to the Borrower pursuant to the terms hereof in reliance upon each of the representations of the
Borrower set forth in this Section 2.
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SECTION 3. Covenants of the Borrower.

(a)
Participation in the Anticipated Financing Program. The Borrower covenants and
agrees that it shall undertake and complete in a timely manner all conditions precedent identified
by the Trust relating to (i) the participation by the Borrower in the Anticipated Financing
Program and (ii) the qualification by the Borrower for receipt of the Anticipated Long Term
Loan.
(b)
Full Faith and Credit Pledge. The Borrower irrevocably pledges the Revenues in
accordance with the terms of, and to the extent provided in, the Borrower Note Resolution, for
the punctual payment of any and all obligations and amounts due under this Note. The Borrower
acknowledges that, to assure the continued operation and solvency of the Trust, the Trust may,
pursuant to and in accordance with Section 12a of the Act, require that if the Borrower fails or is
unable to pay promptly to the Trust in full any Loan repayments, any Interest or any other
amounts due pursuant to this Note, an amount sufficient to satisfy such deficiency shall be paid
by the State Treasurer to the Trust from State-aid otherwise payable to any municipality or
county to which the Borrower provides services pursuant to a contractual arrangement.
(c)
Disposition of Environmental Infrastructure System. The Borrower covenants
and agrees that it shall not sell, lease, abandon or otherwise dispose of all or substantially all of
its Environmental Infrastructure System without the express written consent of the Trust, which
consent may or may not be granted by the Trust in its sole discretion.
(d)
Financing With Tax-Exempt Bonds. The Borrower acknowledges, covenants and
agrees that it is the intention of the Borrower to finance the Project on a long term basis with
proceeds of Trust Bonds now or hereinafter issued, the interest on which is excluded from gross
income for purposes of federal income taxation pursuant to Section 103(a) of the Code
("tax-exempt bonds"). In furtherance of such long term financing with tax-exempt bonds, the
Borrower covenants that, except to the extent expressly permitted in writing by the Trust, the
Borrower will not take any action or permit any action to be taken which would result in any of
the proceeds of the Loan being used (directly or indirectly) (i) in any "private business use"
within the meaning of Section 141(b)(6) of the Code, (ii) to make or finance loans to persons
other than the Borrower, or (iii) to acquire any "nongovernmental output property" within the
meaning of Section 141 (d)(2) of the Code. In addition, the Borrower covenants and agrees that
no portion of the Project will be investment property, within the meaning of Section 148(b) of
the Code. The Borrower covenants and agrees that any Costs of the Borrower's Project to be
paid or reimbursed with proceeds of the Loan will result in the expenditure of proceeds under
Treasury Regulations § 1. 148-6(d) and Treasury Regulations § 1.150-2.
(e)
Operation and Maintenance of Environmental Infrastructure System.
The
Borrower covenants and agrees that it shall maintain its Environmental Infrastructure System in
good repair, working order and operating condition, and make all necessary and proper repairs
and improvements with respect thereto.
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(f)
Records and Accounts; Inspections. The Borrower covenants and agrees that it
shall keep accurate records and accounts for its Environmental Infrastructure System, separate
and distinct from its other records and accounts, which shall be audited annually by an
independent registered municipal accountant and shall be made available for inspection by the
Trust upon prior written notice.
The Borrower shall permit the Trust to inspect the
Environmental Infrastructure System.
(g)
Insurance. The Borrower covenants and agrees that it shall maintain insurance
policies providing against risk of direct physical loss, damage or destruction of its Environmental
Infrastructure System, in an amount that will satisfy all applicable regulatory requirements. The
Borrower covenants and agrees that it shall include, or cause to be included, the Trust as an
additional "named insured" on any certificate of liability insurance procured by the Borrower
and by any contractor or subcontractor for the Project.
(h)
Reliance. The Borrower hereby acknowledges that the Trust is making the Loan
to the Borrower pursuant to the terms hereof in reliance upon each of the covenants of the
Borrower set forth in this Section 3.
SECTION 4. Disbursement of the Loan Proceeds; Amounts Pay able; Prepay ment;
and Late Fee. The Trust shall effectuate the Loan to the Borrower by making one or more
disbursements to the Borrower promptly after receipt by the Trust of a Loan Disbursement
Requisition, each such disbursement and the date thereof to be recorded by an Authorized
Officer of the Trust on the table attached as Exhibit A hereto. The latest date upon which the
Borrower may submit to the Trust a Loan Disbursement Requisition is 30 days prior to the
Maturity Date. On the Maturity Date, the Borrower shall repay the Loan to the Trust in an
amount equal to: (i) the Principal; (ii) the Interest; (iii) the Administrative Fee, if any; and (iv)
any other amounts due and owing pursuant to the provisions of this Note. The Borrower may
prepay the Loan obligations hereunder, in whole or in part, upon receipt of the prior written
consent of an Authorized Officer of the Trust. Each payment made to the Trust shall be applied
to the payment of, jirst, the Interest then due and payable, second, the Principal, third, the
Administrative Fee, if any, fourth, any late charges, and jinally, any other amount due pursuant
to the provisions of this Note. In the event that the repayment obligation set forth in this Note is
received by the Trust later than the Maturity Date, a late fee shall be payable to the Trust in an
amount equal to the greater of twelve percent (12%) per annum or the prime rate as published in
the Wall Street Journal on the Maturity Date plus one half of one percent per annum on such late
payment from the Maturity Date to the date it is actually paid; provided, however, that any late
payment charges incurred hereunder shall not exceed the maximum interest rate permitted by
law.
SECTION 5. Unconditional Obligations. The obligation of the Borrower to make the
Loan repayments and all other payments required hereunder and the obligation to perform and
observe the other duties, covenants, obligations and agreements on its part contained herein shall
be absolute and unconditional, and shall not be abated, rebated, set-off, reduced, abrogated,
terminated, waived, diminished, postponed or otherwise modified in any manner whatsoever
while any Loan repayments, or any other payments due hereunder, remain unpaid, regardless of
any contingency, act of God, event or cause whatsoever, including (without limitation) any acts
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or circumstances that may constitute failure of consideration, eviction or constructive eviction,
the taking by eminent domain or destruction of or damage to the Project or Environmental
Infrastructure System, commercial frustration of the purpose, any change in the laws of the
United States of America or of the State or any political subdivision of either or in the rules or
regulations of any governmental authority, any failure of the Trust to perform and observe any
agreement or any duty, liability or obligation arising out of this Note, or any rights of set-off,
recoupment, abatement or counterclaim that the Borrower might have · against the Trust or any
other party; provided, however, that payments hereunder shall not constitute a waiver of any
such rights.
SECTION 6. Events of Default. The following events shall constitute an "Event of
Default" hereunder: (i) failure by the Borrower to pay, when due, any and all of its Loan
repayment obligations hereunder, and any other payment obligations due hereunder; (ii) failure
by the Borrower to observe and perform any duty, covenant, obligation or agreement on its part
to be observed or performed pursuant to the terms of this Note; (iii) any representation made by
the Borrower contained in this Note or in any instrument furnished in compliance with or with
reference to this Note is false or misleading in any material respect; and (iv) a petition is filed by
or against the Borrower under any federal or state bankruptcy or insolvency law or other similar
law in effect on the date of this Note or thereafter enacted, unless in the case of any such petition
filed against the Borrower such petition shall be dismissed within thirty (30) days after such
filing and such dismissal shall be final and not subject to appeal, or the Borrower shall become
insolvent or bankrupt or shall make an assignment for the benefit of its creditors, or a custodian
of the Borrower or any of its property shall be appointed by court order or take possession of the
Borrower or its property or assets if such order remains in effect or such possession continues for
more than thirty (30) days.
SECTION 7. Remedies upon Event of Default. Whenever an Event of Default shall
have occurred and be continuing pursuant to the terms hereof, the Borrower hereby
acknowledges and agrees to the rights of the Trust to take any action permitted or required at law
or in equity to collect the amounts then due and thereafter to become due hereunder or to enforce
the observance and performance of any duty, covenant, obligation or agreement of the Borrower
hereunder. If an Event of Default shall have occurred, the Borrower hereby acknowledges and
agrees that the Trust shall have the right to declare all Loan repayments and all other amounts
due hereunder to be due and payable immediately without further notice or demand. The
Borrower hereby acknowledges and agrees that no remedy herein is intended to be exclusive,
and every remedy shall be cumulative and in addition to every other remedy given under this
Note or now or hereafter existing at law or in equity. The Borrower hereby further
acknowledges and agrees that no delay or omission by the Trust to exercise any remedy or right
accruing upon any Event of Default shall impair any such remedy or right or shall be construed
to be a waiver thereof, but any such remedy or right may be exercised as often as may be deemed
expedient. The Borrower hereby agrees that upon demand it shall pay to the Trust the reasonable
fees and expenses of attorneys and other reasonable expenses (including, without limitation, the
reasonably allocated costs of in-house counsel and legal staff) incurred in the collection of Loan
repayments or any sum due hereunder or in the enforcement of the observation or performance
of any obligations or agreements of the Borrower upon an Event of Default. Any moneys
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collected by the Trust pursuant to this Section 7 shall be applied first to pay any attorneys' fees
or other fees and expenses owed by the Borrower.
SECTION 8. Certain Miscellaneous Provisions. The Borrower hereby agrees as
follows: (a) all notices hereunder shall be deemed given when hand delivered or when mailed by
registered or certified mail, postage prepaid, to the Borrower at the following address: [Name
and Address of Borrower, Attention: Name of Authorized Officer]; and to the Trust at the
following address: New Jersey Environmental Infrastructure Trust, 3131 Princeton Pike,
Building 6, Suite 201, Lawrenceville, New Jersey 08648, Attention: Executive Director; (b) this
Note shall be binding upon the Borrower and its successors and assigns; (c) in the event any
provision of this Note is held illegal, invalid or unenforceable by any court of competent
jurisdiction, such holding shall not invalidate, render unenforceable or otherwise affect any other
provision hereof; (d) the obligations of the Borrower pursuant to the terms of this Note may not
be assigned by the Borrower for any reason, unless the Trust shall have approved said
assignment in writing; (e) this Note may not be amended, supplemented or modified without the
prior written consent of the Trust; (f) this Note shall be governed by and construed in accordance
with the laws of the State; (g) the Borrower shall, at the request of the Trust, execute and deliver
such further instruments as may be necessary or desirable for better assuring, conveying,
granting, assigning and confirming the rights, security interests and agreements granted or
intended to be granted by this Note; and (h) whenever the Borrower is required to obtain the
determination, approval or consent of the Trust pursuant to the terms hereof, such determination,
approval or consent may be either granted or withheld by the Trust in its sole and absolute
discretion.

[The remainder of this page has been left blank intentionally.]
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IN WITNESS WHEREOF, the Borrower has caused this Note to be duly executed,
sealed and delivered on the date first above written.
[NAME OF BORROWER]

[SEAL]
By :
ATTEST :

_________

Authorized Officer

Authorized Officer

\
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TRUSTEE'S CERTIFICATE OF AUTHENTICATION

This Note is delivered pursuant to the within-mentioned Borrower Note Resolution.

as Trustee

By :

___
__
__
__
__
__
__
__
__
__
__
__
__
__
__

Authorized Signatory
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EXHIBIT A
Loan Disbursements

Amount of Loan Disbursement

Date of Loan Disbursement
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NJEIT BOARD MEETING

JANUARY 10, 2013

SUMMARY OF ANNOUNCEMENTS:
Mr. Zimmer reported on the events since the last Trust Board meeting:
●

Senior staff at the DEP and EIT have had a number of meetings to discuss
emergency financing for Hurricane Sandy and related legislation that may be
required.

●

On December 13, 2012, John Hansbury attended a Stormwater Basin Assessment
and Evaluation for Engineers Workshop at the Ocean County College.

●

On December 21, 2012, the Trust executed the purchase of SLGS for the purpose
of defeasance of the Bayonne MUA and Bayonne LRA associated financing
Program loans.

●

On January 3, 2013, Executive Director Zimmer attended the BRIT meeting held
at the NJ Institute of Technology (NJIT) held in Newark, NJ. Also in attendance
were representatives from the NJDEP, USEPA, NJ Department of State, Brick
City Development Corp, and Elizabeth Development Corp., City of Paterson and
the Elizabeth Limbrick to discuss how NJIT Tab and USEPA will support the
Program (NJIT/EPA).

●

On January 7, 2013, a conference call was held to discuss SFY2013 applicant’s
credit issues.

●

On January 8, 2013, a conference call was held to discuss a draft RFP for Bank
Credit Support for a Commercial Paper Program to assist in repairing damages
resulting from Superstorm Sandy.

●

The SFY2014 Project Priority List and Financial Strategy (January Report), will
be submitted to legislature on January 14, 2013 pursuant to N.J.S.A. 58:11B20(a).

●

The Trust’s annual Financing Seminars will be held on January 29, 2013 at the
Camden County Community College and on January 30, 2013 at the Raritan
Valley Community College. The agenda and directions will be emailed to
registered attendees within the next week.

●

The next Trust Board meeting is scheduled for Thursday, February 14, 2013 as
noted in the original 2013 Public Notice meeting schedule. An official Public
Notice will be distributed notifying Board members, staff and the public of the
Trust’s decision

A copy of these announcements are available in the minutes on the Trust’s website.

SUMMARY OF CORRESPONDENCE:
During the past month, the Trust received or sent the following noteworthy
correspondence. Pursuant to the Trust’s Green Initiative, the agenda package does
not include copies of the following correspondence. Board members should contact the
Trust Secretary if they wish to receive copies.
●

On December 13, 2012, a letter was received from Mr. Warren Broudy, the
Engagement Partner responsible for outside financial auditing services at The
Mercadien Group.

●

On December 31, 2012, a letter was sent to State Treasurer Sidamon-Eristoff
returning the $11,853,000 of unused volume cap allocated funds relating to the
Trust Private Activity Bonds.

●

Also on December 31, 2012, a letter was sent to Mr. Anthony Longo, Manager of
the NJ Office of Public Finance, transmitting the 2012 State Volume Cap usage
survey for the NJ Environmental Infrastructure Trust and notifying that the Trust
is not requesting to carry forward any of the unused portion of the 2012 allocated
amount.

●

5.02 Certificates were sent for the following projects:
-2005 Bergen County UA, Project No. S340-768-05
-2007 Atlantic County UA, Project No. S340-809-15/16
-2007 Bergen County, Project No. S340-110-02
-2007 Edgewater Borough, Project No. S340-446-08
-2007 Jefferson Township, Project No. S340-747-06
-2007 Kearny MUA, Project No. S340-259-05
-2007 Maple Shade Twp., Project No. W0319001-002
-2007 Ocean Township SA, Project No. S340-750-06

