


New Jersey Economic Development Authority
Auction Rate Bond Adjustment Update

School Facilities Construction Bonds

Prior to the collapse of the auction rate bond market in February 2008, the New Jersey
Economic Development Authority had issued $2.3 billion bonds for school construction
projects for which interest rates were set in the auction rate mode. As of March 15, 2008
$2.25 billion of these bonds were outstanding. During the period 9/1/04 to 1/1/08, while
the auction rate bonds were outstanding, the debt service paid on the auction rate bonds
was approximately $70 million less than it would have been, had fixed rate bonds been
issued in their place. Following the Board’s adoption of the Nineteenth Amended and
Restated Supplemental Bond Resolution on March 11, 2008, all of the bonds which had
previously been in the auction rate mode have been restructured and are no longer having
interest rates set through the auction process. The bonds affected by the restructuring of

the bond portfolio are:

2004 Sertes H
2004 Series J
2005 Series M
2005 Series Q and
2007 Series T

On April 2, 2008 the Authority remarketed $616,975,000 bonds that were previously
auction rate bonds as $236,460,000 fixed rate serial bonds and $380,515,000 ‘put” bonds.
[A put bond is a bond with a long final maturity, but has an interest rate that is fixed to a
date that is earlier than the final maturity. At the conclusion of the put period, the bonds
may be remarketed as variable rate bonds, put bonds or fixed rate bonds]. All of these
bonds had initially been, and remain, insured by FSA, one of the few insurers to largely
escape the sub-prime mortgage crisis and retain its Aaa/AAA/AAA ratings. The bonds
were all converted to these new interest rate periods on May 2, 2008.

On April 30, the Authority issued $455,940,000 Refunding Bonds, 2008 Series W, all as
fixed rate serial bonds and $1,132,025,000 Refunding Bonds, 2008 Series V, as letter of
credit-backed variable rate demand bonds. These bonds refunded the remaining auction
rate bonds which were not remarketed in the transaction described in the previous
paragraph. The bonds that were refunded had all lost at least one of their AAA ratings.
Series W bonds were issued without insurance and rated A1/AA-/A+ based upon the
obligation of the State to make payments under the state contract, subject to
appropriation. The Series V bonds, subseries V1-V5 were rated based upon the joint
credit ratings of the banks providing the letters of credit plus the state’s obligations under
the state contract. Each subseries were assigned separate ratings of AA+ or AAA for the
long term rating and P-1, A-1 or A-1+, VMIG 1 or F1 or F1+ by each of the rating

agencies.
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The table below summarizes the restructuring of the auction rate portfolio. In the table
you will see that after the exit from the auction rate market, there are fewer bonds
outstanding, $2.205 billion, than there were prior to the restructuring, due to use of bond
premium to reduce the amount of bonds issued.

Restructured Auction Rate Bonds

Fixed Rate Remarketed LOC backed Total
Serial Bonds ‘Put’ Bonds Variable Rate
Demand Bonds
Remarketed $236, 460,000 | $380,515,000 none
Bends
Refunding $455,940,000 none $1,132,025,000
Bonds
TOTAL $692,400,000 | $380,515,000 $1,132,025,000 | $2,204,940,000

Interest Rate Swaps
Nearly all of the auction rate school facilities bonds were hedged with interest rate swaps,

where the Authority paid a fixed rate to the counterparty in exchange for a floating rate.
The floating rate received was intended to be sufficient to pay the floating rate of interest
to the bondholders. Prior to the auction market collapse, the floating rate received from
the swap counterparties had generally been greater than the floating rate paid to
bondholders. During the period since February 2008, when auction rates increased
significantly, the floating rate received from the swap counterparty was well below that

paid to bondholders.

In order to adjust the swap portfolio to better match the restructured bond portfolio, a
number of adjustments were made. The adjustments made to swaps whose notional
would have hedged the bonds that were converted to fixed rate bonds, were terminated.
The value of the swap notional that was terminated was paid for by adjusting the floating
rate received on the remaining portion of those swaps from 75% of 1 month LIBOR to
the ratios shown in the table below. The floating rate receipts on the swaps will be lower
than in the past. In prior years, the floating rate receipts of the 75% of 1 month LIBOR
swaps exceeded the amount of variable rate debt service paid to bondholders, rather than
matching these amounts, In the future, while there is no guaranty that floating rate
receipts on the swaps with the revised ratios will exceed the variable rate debt service
paid to bondholders, the ratios in excess of 70% of 1 month LIBOR are still anticipated to

be in excess of these amounts.

Additionally, a new reversal swap, whereby the Authority will pay a floating rate and
receive a fixed rate, was executed in order to offset the majority of the payments to be
made under the existing swaps associated with the bonds that were converted to put
bonds, which will bear a fixed rate until the tender dates of 9/1/14 and 9/1/15. This
reversal swap effectively eliminates the floating rate risk until the put dates.

Office of Public Finance, Department of the Treasury, State of NJ 2
5/9/2008




The $1.1 billion of letter of credit-backed variable rate demand bonds are still ina
floating rate mode, and therefore no action was taken regarding swaps which continue to
provide a hedge against rising interest rates for these bonds.

See the table below for a description of the swaps before and after the restructuring of the
auction rate portfolio. Note that total swap notional has decreased in the aggregate even
after including the notional of the reversal swap due to the termination of more notional
relating to the fixed rate bonds than was added due to the reversal.

State of New Jersey
NJEDA-School Construction Coporation
Interest Rate Swap Valuation Summary

BEFORE May 1, 2008 Adjustments AFTER May 1, 2008 Adjustments
SGutstanding : Outstanding
Hational Effactive  Termination N NJ Nationat Effective Temization NJ 4]
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Business Employment Incentive Program (BEIP) Bonds

In the Amended and Restated Nineteenth Supplemental Resolution, the Authority also
approved the remarketing or refunding of the 2004 Series A and B Taxable BEIP bonds,
which were also in an auction rate mode. These bonds are scheduled to be remarketed as
fixed rate bonds on May 7" at which time the interest rate swap previously hedging the
floating auction rates, will be terminated. The fixed rate bonds were remarketed at a
premium and the premium will be used to pay the swap termination payment of §1.425
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million upon completion of the remarketing. These bonds will convert to fixed rate
bonds on the mandatory tender dates of May 15 and May 22.

NJ Economic Development Authority, Transportation Project Sublease Revenue
Bonds, (NJ Transit Light Rail Transit System Project), 2003 Series A and B

The $350mm Light Rail Bonds remain in auction rate mode. The Office of Public
Finance has not yet approached the Board for approval of a remarketing or refunding plan
yet. The Attorney General’s office is in the process of selecting bond counsel. We expect
to bring a request to the Board for approval of a remarketing and refunding bond
resolution at the June 2008 meeting and expect to be able to complete the financing in
early July after the budget is adopted. The bonds are insured by FSA and remain rated
A2a/AAA/AAA. Some of the bonds’ auctions are failing at the maximum rate of 175%
of LIBOR, while others periodically have successful auctions at rates lower than the fail
rate. On May 6, LIBOR was 2.67375% which would equate to a failed auction rate of
4.679%. Prior to February the interest rates were averaging approximately 3%. This will
be last transaction of all the state authorities with bonds backed by state appropriations, to
be taken out of the auction rate market.
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MEMORANDUM

TO: Members of the Authority

FROM: Caren S, Franzini
Chief Executive Officer

DATE: May 13, 2008

SUBJECT: Urban Plus Loan Program
Increased Maximum Lending Limit

Background:

On November 13, 2007, in further support of the Governor’s economic growth strategy for the
nine designated urban centers in the New Jersey State Development and Redevelopment Plan,
the Members approved the creation of a loan product under the Urban Fund Loan Program.
Urban Plus is a low-cost loan product designed to enhance the viability of projects in the nine
cities by allowing the Authority to provide up to $3 million in financing (not to exceed 50% of
the total project costs) to assist these projects. This product may be layered with the Local
Development Financing Fund (“LDFF”) to provide up to a total of $5 million and may also be
used with other Authority financial assistance such as New Markets Tax Credit Program and the
Fund for Community Economic Development.

Proposal:

In initially reviewing the Urban Plus with the Policy Committee and Board, there was some
discussion as to how successful the new product would be in meeting our goal of stimulating
new project activity in urban areas, and if $3 million dollars would be enough to cause projects
to happen. We also recognize the gap that will be created by the retirement of the New Markets
loan product, which generated market interest through the provision of higher loan limits. As
EDA does with any new program or product, we have been monitoring our pipeline to further

determine need and product fit.



Since inception of Urban Plus, the Authority has identified real estate development projects with
significant economic impact characteristics in the nine endorsed cities in need of funding above
the $5 million available through Urban Plus and LDFF. These projects can not proceed without
additional funding and meet the goals of the program in that the projects are initiated by and
supported by private developers and equity investors. Accordingly, approval is requested to
increase the maximum lending limit under the Urban Plus program to $5 million for projects
with significant economic impact that leverage substantial private sector investment. Said
economic impact shall be defined as projects with a capital investment of over $70 million made
by the business or the tenant of the business, as further defined in Exhibit I attached hereto. It is
expected that projects being considered for $5 million in assistance from the Urban Plus program
may also demonstrate the need for layering the LDFF loan so that our exposure will approximate

10% of the project costs.

This proposal does not impact projects that have under a $70 million capital investment, in that
these projects will remain eligible for up to $3 million from the Urban Plus program and will
remain eligible for additional financing through LDFF.

Recommendation:

The Members of the Authority are asked to approve an increase in the maximum lending limit
for the Urban Plus program to $5 million for real estate development projects with significant
economic impact as more particularly described in Exhibit 1, attached hereto. In addition, a draft
rule proposal amending the rules governing the program is attached for approval to promulgate
amendments. The rules will become effective upon mailing to the Office of Administrative Law;
however, applicants are at risk that the amendments may not be adopted as proposed. All other
terms and conditions of the Urban Plus program remain unchanged.

I Y

Prepared by: Margie Piliere



EXHIBIT 1
URBAN PLUS PROGRAM

MAXIMUM LENDING LIMITS

Amount up to $3.000,000 per project, not to exceed
50% of the project for projects with a capital
mvestment of under $70 million

up to $5,000,000 per project for projects with
a capital investment of over $70 million,
inclusive of NJEDA financing. Capital
investment is defined as (i) site preparation
and construction, repair, renovation,
improvement, equipping, or furnishing of a
building, structure, facility or improvement to
real property; and (11) obtaining and installing
furnishings and machinery, apparatus or
equipment for the operation of a business in a
building, structure, facility or improvement to
real property.

Rate 50% of the Federal Discount Rate, floor of
2%, fixed at closing

Lien Position generally subordinate to senior debt

LTV preferably less than 90%, however, may go to
100% based on the project specifics

Collateral fixed assets (real estate and/or equipment)

Term up to 10 years based on a 25-year

amortization, A 30 year amortization may be
approved. Amortization may be less,
depending on the collateral and project

Municipal Support must have the documented support of the
municipality
Economic Impact must create or maintain jobs, increase ratables

or leverage public financing by ratio of 1:1

Fees $300 application fee
Y2% of loan amount at commitment
Y2% of loan amount at closing




DRAFT

OTHER AGENCIES
NEW JERSEY ECONOMIC DEVELOPMENT AUTHORITY

Authority Assistance Programs
Direct Loan Program; New Jersey Urban Plus
Proposed Amendments: N.J.A.C. 19:31-3.1

Authorized By: New Jersey Economic Development Authority, Caren S. Franzini,
Chief Executive Officer.

Authority: N.LS.A. 34:1B-1 et seq.

Calendar Reference: See Summary below for explanation of exception to calendar requirement.

Proposal Number: PRN 2008-
Submit written comments by __, 2008

Maureen Hassett, SVP Governance & Communications
New Jersey Economic Development Authority
PO Box 990
Trenton, NJ 08625-0990
The agency proposal follows:

Summary

The New Jersey Economic Development Authority (EDA or Authority) is dedicated to
broadening New Jersey’s economic base by building vibrant, diverse communities, creating and

maintaining jobs and providing financing and technical assistance to help businesses and

nonprofits flourish.

The EDA works with municipalities, developers and community organizations in the

State’s urban and other older communities by offering financing and real estate development



expertise to spur the growth of businesses and nonprofit organizations, promote the investigation

and cleanup of brownfield sites, and foster smart growth redevelopment.

In support of Governor Jon S. Corzine’s Economic Growth Strategy to stimulate
investment in New Jersey’s urban communities, the EDA created the New Jersey Urban Fund to
leverage private funding to bring about economic growth through business creation and

expansion and the physical improvement of New Jersey’s distressed urban areas.

The EDA recently established the Urban Plus loan product to enhance the viability of
projects in the nine designated urban centers in the New Jersey State Development and
Redevelopment Plan — Atlantic City, Camden, East Orange, Elizabeth, Jersey City, New
Brunswick, Newark, Paterson and Trenton. The Urban Plus product offers maximum loans of $3
million for fixed asset financing not to exceed 50 percent of total project costs, to finance
medium-sized projects in the designated urban centers as well as advance important

redevelopment planning and commercial and mixed-use development.

Although funding under the Urban Plus loan product may be combined with up to $2
million in additional financing available under the Local Development Financing Fund (LDFF),
the EDA has identified real estate projects with significant economic impact characteristics in the

nine designated urban centers in need of funding above the total $5 million available through

Urban Plus and LDFF.

Accordingly, the EDA is proposing rule amendments to establish a maximum lending
limit of $5 million under the Urban Plus loan product for certain projects meeting minimum
capital investment requirements to be determined through official action of the EDA Board. The
increased funding available under the expanded Urban Plus loan product, particularly in possible
conjunction with financing under the LDFF, would serve to advance important large-sized

projects critical to redevelopment and commercial mixed-use development in the state’s urban

centers.

As the Authority has provided a 60-day comment period on this notice of proposal, this

notice is excepted from the rulemaking calendar requirement pursuant to N.J ALC. 1:30-3.3(a)5.



Social Impact

The Urban Plus loan product provides financial support to small, women- or minority-
owned businesses, manufacturers, redevelopers and non-profit organizations in the following
New Jersey municipalities: Atlantic City, Camden, East Orange, Elizabeth, Jersey City, New
Brunswick, Newark, Paterson and Trenton. The proposed rule amendments would have a
positive social impact by expanding available financing and enhancing the viability of

redevelopment projects in these designated urban centers.

Economic Impact

The proposed rule amendments would expand the amount of assistance offered to
projects of significant economic impact and eligible for EDA financing in designated urban
centers, which under Urban Plus, are required to create or maintain jobs, increase ratables or
leverage public financing by a ratio at least 1:1. The EDA will use its internal financial
resources to provide the higher levels of assistance the amended rules will allow. The
Authority’s assistance is anticipated to leverage significant private investment; and, Board action
shall determine the minimum investment requirements for program eligibility. The EDA’s

proposal therefore, would have a beneficial economic impact for designated urban centers and

their surrounding arcas.

Federal Standards Statement

The proposed rule amendments are not subject to any Federal standards or requirements;

therefore, a Federal standards analysis is not required.

Jobs Impact



Under the Urban Plus loan product, financing provided by the EDA must be used to
create or maintain jobs therefore the proposed rule amendments are anticipated to be positive and

result in job creation and retention focused in the designated urban centers in New Jersey.

Agriculture Industry Impact

The proposed amendments will not have an impact on the agriculture industry.

Regulatory Flexibility Analysis

The proposed amendments would not impose any additional compliance requirements on

small businesses as outlined in the Regulatory Flexibility Act, N.J.S.A. 52:14B-16 et seq.

Smart Growth Impact

The proposed amendments, in establishing increased financing to support economic
growth in the nine designated urban centers under the New Jersey State Development and

Redevelopment Plan, will have a positive impact on smart growth and the implementation of the

State Plan.

Full text of the proposal follows (additions indicated in boldface thus: deletions

indicated in brackets [thus]):
SUBCHAPTER 3. DIRECT LOAN PROGRAM
19:31-3.1 Program description

(a) (No change.)

(b) Except as otherwise provided in this subsection, direct loans are available in a maximum

amount of $1,250,000 for fixed asset financing and $750,000 for working capital.



1.-4. (No change.}

5 For the urban loan product, the maximum loan amount will be $3 mllion: however, for

those projects wherein the tenant or owner will provide from non-Authority sources a

capital investment in excess of an amount to be determined by the Members and posted on

the agency’s website, the maximum loan amount will be $5 million.

6. (No change.)

(c)-(m) (No change.)



. New JERSEY Economic DEVELOPMENT AUTHORITY

MEMORANDUM

TO: Members of the Authority

FROM: Caren S. Franzini
Chiefl Executive Officer

DATE: May 13, 2008

SUBJECT: Agilence Inc.
$1,000,000 Edison Innovation Investment with warrants

200 Federal Street
Camden, NJ

Modification Request:
Consent to an additional $100,000 in senior debt above the $250,000 currently permitted to be secured by

a senior lien on corporate assets and shared lien position on intellectual property. These actions are
required in order to obtain financing needed to bridge the company to a projected equity round in July

. 2008.

Background:

Agilence is a software company that delivers event based video analytics to the retail, transportation, and
gaming markets through a series of products marketed as the eVision Office Suite. Agilence purchased
its software technology from Controlled Access Technologies in 2006. Agilence financed the purchase
via seller financing in the amount of $488,000 and a royalty agreement that when paid will total
$1,100,000. The $488,000 note to the seller has been paid in full leaving just the royalty portion of the

purchase agreement.

In June 2007, EDA approved a $1,000,000 convertible subordinated loan with warrants to assist Agilence
with working capital and key employee hires. The investment closed August 14, 2007 and was fully
disbursed against achievement of milestones. The loan agreement provides for a $250,000 carve out for

senior debt to support the company’s working capital needs.

In November 2007, Agilence hired Russell Hawkins, an experienced technology CEO, to lead the
repositioning of the company and its products. The market seems to be validating these efforts as first
quarter 2008 sales are up 11% from the same time period in 2007. The repositioning of the company
took longer than expected causing a delay in obtaining venture capital, originally expected in April 2008.
Cash forecasts indicate a financing need until the company is able to close an equity round projected in
July. In order to fund working capital, Agilence obtained a $350,000 commitment from Vencore Capital.
The company is required to obtain the EDA’s consent for senior debt greater than $250,000 as well as to

. grant a collateral interest in intellectual property.



Recommendation:
Approval of the modification is recommended as the Vencore financing provides needed support to an

early stage technology company with 14 employees in the urban aid city of Camden NJ. Without the
additional debt the company projects insufficient cash to continue to operate to the next venture round.
While allowing an additional $100,000 of senior debt could reduce a potential recovery from the sale of
collateral, the EDA’s support increases the likelihood that that the comp ilf become successful and
the warrants the EDA holds will increase in value.

w

Prepared by: Glenn Anderson
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MEMORANDUM
TO: Members of the Authority
FROM: Caren S. Franzini
Chief Executive Otfficer

DATE: May 13, 2008

SUBJECT: International Battery, Inc.

Request:
The Members are asked o approve the reduction in interest rate from 6% to 4% based on a revised
review by staff which revealed the company to be operating within a targeted industry.

Background:
Intemational Battery, Inc. was approved for a $1 miltion Edison Innovation Fund investment at the April

. 8, 2008 meeting of the Members of the Aunthority.

The interest rate on investments by the Authority is determined by assessing ten different attributes ofthe
applicant and their project. Based upon further review by staff, we have concluded that International Battery
operates with an “Environmental Technology” (defined as assessing and preventing threats or damageto
Human hezlth or the environment, environmental cleanup, or the development of alternative energy sources).
Ag this technology is deemed to be clean energy and replaces the environmentally damaging lead acid
batteries the project should be considered operating within a targeted industry (which would garner three

additicnal points and make the project eligible for the 4% interest rate).

Recommendation:

Approval is recommended for a reduction in the interest rate on this investment from 6% to 4%.

Prepared by: M. Conte



New Jeasey Economic DEVELOPMENT AuTHORITY

MEMORANDUM
TO: Members of the Authority
FROM: Caren S. Franzini
Chief Executive Officer
DATE: May 13, 2008

SUBJECT: Nistica, Inc.
$1,000,000 Edison Innovation Investment with warrants

Bridgewater, New Jersey

Modification Request:

Consent to $3,000,000 in sentor debt to be secured by a first lien on all corporate assets including a
negative pledge on intellectual property.

Background:

Formed in January of 2005, Nistica, Inc., is an optical networking company that deploys and reconfigures
optical capacity between broadband access networks and optical core networks.

On November 14, 2006, the EDA approved a $1,000,000 convertible subordinated loan with warrants to
assist Nistica with working capital and product development funds. The investment was closed May 12,
2007 and is fully disbursed against milestones. The loan agreement permits up to $1,000,000 in senior
debt including $750,000 of existing senior debt at closing secured by corporate assets (not intellectual
property) to accommodate Nistica’s capital needs. In February 2008, Nistica closed a $9,000,000 equity
investment led by Battelle Ventures, a $255,000,000 venture fund in Princeton NJ, and by strategic

partner Fujikura.

Nistica has grown in sales from 3 customers to more than 15 large international companies. With strong
market acceptance, management plans to expand their manufacturing and office facilities in New Jersey
and will need additional working capital. Nistica recently obtained a commitment for a $2,500,000 term
loan and a $500,000 line of credit from RBC Bank to be secured by a first lien on all corporate assets and
a springing lien on intellectual property, and is requesting EDA consent to same. As part of the loan the
EDA will agree to a standstill provision in the event of a default. Absent our consent, EDA may lose its
opportunity to convert our investment to equity in a future venture round and benefit from the upside of
the company’s success. While RBC has been chosen, Nistica is receiving competitive offers from other
lenders. As such the approval will permit a change in senior lenders on terms acceptable to staff.



Recommendation:

Approval of the modification is recommended as the senior debt provides needed support to an early stage
technology company, which is showing strong potential and has the support of experienced venture
capital firm and a strategic business partner. EDA’s approval will support the expansion of
manufacturing in New Jersey and create additional jobs. While allowing an additional $3,000,000 of
senior debt could reduce a potential recovery from the sale of collateral, the EDA’s support increases the
likelihood that the company will succeed and the EDA’s warrants will increase in value.

()

Prepared by: Glenn Anderson
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Newr JERsEY ECONOMEC DEVELOPMENT AUTHORITY
MEMORANDUM
TO: Members of the Authority

FROM: Caren S. Franzini
Chief Executive Officer

DATE: May 13, 2008

SUBJECT: WebMD Corporation/WebMD, Inc./Envoy, Inc./WebMD Practice Services, Inc.
669 River Drive, Elmwood Park, New Jersey
BEIP Grant - P13101
Request to Approve Name Changes

Modification Reguest:

I. WebMD Corporation, et.al., are requesting approval for the name change from WebMD

Corporation to Emdeon Corporation.
II. In applying for approval of the above-noted name change, the grantee disclosed certain

criminal actions that are grounds for possible disqualification. This second action is a
recommendation that the Board does not disqualify the company based on the review by staff, in
consultation with the Attorney General’s office, of the details provided herein.

Background

In March 2001, the EDA approved a 65%/10-year BEIP grant to support the company’s
relocation and expansion efforts. The New Employment Commitment (NEC) was 100 and the
Minimum Efigibility Threshold was reached August 5, 2002.

On April 5, 2004 the EDA approved the requested name change of Medical Manager Health
Systems, Inc. to WebMD Practice Services, Inc.

On February 10, 2005 the EDA approved the reduction of the company’s NEC from 127 to 100,
and the award percentage from 65% to 60%.

To date $483,204 has been disbursed on this grant; an additional $289,204 is ready to be certified
by the Division of Taxation.



I. Name Change:
In 2006, the grantee requested a name change, as noted in Section I of the modification request.

Staff has reviewed said request and has determined that the name change is ministerial in nature
and will not atfect job growth.

1I. Grounds for disqualification:

As part of the Addition/Change of Name application subrnission, the company disclosed that
employees (including a Vice President and Accounting Executive) of a subsidiary of WebMD,
Medical Manager Health Systems, Inc. (acquired in 2000) have been charged with crimes
including receiving kickbacks, tax evasion and accounting and mail fraud. These alleged actions
took place from 1997 through, and after, Medical Manager Health Systems, Inc. (MMHS)
merged with WebMD Corporation, and ended no later than 2002.

Pursuant to the Authority’s regulations, N.JA.C. 19:30-2.2, “the Authority may decline to give
financial assistance... to any person, or may debar a person from Authority project contracting
for any of the following causes:”

Relevant grounds for disqualification:

A. Violation of the Federal Organized Crime Control Act of 1970, or commission of
embezzlement, theft, forgery, bribery, falsification or destruction of records, perjury, false
swearing, receiving stolen property, obstruction of justice, or any other offense indicating a
lack of business integrity or honesty;

B. Violation of Any law which may bear upon a lack of responsibility or moral integrity;

C. Any other cause of such serious or compelling nature as may be determined by the Authority
to warrant disqualification for assistance or debarment from contracting with the Authority or

from Authority project contracting;

The facts, as related below, could be cause for the Board to disqualify at its discretion.

Summary of Litication Matters

WebMD Corporation was informed in September 2003 that the United States Attorney,
District of South Carolina - Beaufort Division, was investigating claims of kickbacks, fraud
schemes and financial accounting improprieties involving several members of senior
management and independent dealers of MMHS, the predecessor to its subsidiary company,

WebMD Practice Services, Inc.

The alleged incidents include kickback payments made to involved members of MMHS as
part of the company’s acquisition of a series of its independent dealers. MMHS would pay
an increased purchase price for the dealership, then a portion of the overpayment would be
returned to the involved MMHS members by the acquired dealership. Allegations also



include fraudulent accounting practices that artificially inflated quarterly revenues and
eamings of MMHS.

To date, five employees of MMHS have pleaded guilty to charges including tax evasion and
accounting and mail fraud, and await sentencing upon the outcome of charges against nine
additionally indicted individuals. Incarceration is possible for the defendants. The U.S.
Attorney’s office does not expect to bring charges against WebMD Corporation, but 1t cannot

be ruled out at this time.

WebMD Corporation has presented the following mitigating factors for the Board’s
consideration:

1. Criminal activity of predecessor (MMHS) began 2 years before its acquisition by the
BEIP grantee. The merger occurred without any knowledge on the part of the grantee of
the offenses.

2. All employees of MMHS known to WebMD to be involved and/or charged in these
matters have terminated employment with the company.

3. WebMD’s Board of Directors formed a Special Committee comprised of independent
members with sole authority to direct the company’s responses to the allegations raised.
At the Committee’s recommendation, additional safeguards were added to MMHS’s
dealer acquisition policies.

4, MMHS was, and is based in Tampa, FI. At no time did it have any BEIP-eligible
employees, nor did it receive any portion of WebMD’s grant proceeds at any time.

5. WebMD Practice Services, Inc. (Formerly known as MMHS) was sold in 2006. (A
Delegated Authority memo will be forthcoming requesting removal of MMHS from the
grant)

6. The U.S. Attorney’s office has advised that WebMD has been cooperative and does not
appear to be implicated, or even negligent, in the criminal activity.

Recommendation:

The Members of the Authority are asked to approve:

I. Name Change
1. Continuation of the BEIP grant without disqualification based on the information presented

and strength of the mitigating factors provided. /
i

,?;

;o 2

Prepared by: Mary Correia
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New jersey Economic DEVELGPRENT AuTHGRITY

MEMORANDUM
TO: Mernbers of the Authority
FROM: Caren 8, Franzini
Chief Executive Officer

DATE: May 13, 2008

SUBJECT: Preferred Lender Program

Request:
The Members are asked to approve the addition of Columbia Financial, Inc. as a Preferred Lender.

Background:

Columbia Financial, Inc. ("Colwmnbia”) was founded in 1927 as a locally owned community bank
serving Northern, New Jersey. The Bank is headquartered in Fair Lawn, Bergen County and has a
es with $4.1 bilion in total assets as of September 30, 2007. In March of

. network of forty branch
1997, Columbia Bank completed a Plan of Mutual Holding Company Reorganization, utilizing the
three tier mutual holding company structure. In a series of steps, Columbia Bank formed Columbia
Financial, Inc., a Deleware Stock Corporation, which owns 100% of the common stock of the Bank,
the stock savings bank, and formed the Columbia Bank Mutual Holding Company, a New Jersey-
Chartered Mutual Holding Company which owns all the stock of the Columbia. Columbiz is a
Federal Savings Bank which is regulated by the Office of Thnft Supervision and as such The New

Jersey Department of Banking and Insurance has no opinion or oversight of this organization.

Columbia provided three commercial underwriting samples, which were consistent with the EDA’s

standards.

The Bank is an approved participant under the NJEDA Stetewide Loan Pool Program; however, we
have ot closed any transactions to date. An increase in deal flow is expected based upon the

Authority's focus on building relationships with banks in the State, our enhanced products and
Columbia's indication of a willingness to work with the EDA on small business projects.

Recommendation:

Based on the above, it is recommended that Columbia Financial, Inc. be added zs a Preferred Lender.

/[
;‘Q/f’

Prepared by: M. Conte
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Nrw Jersey Economic DEVELOPMENT AuTHOMTY

MEMORANDUM
TO: Members of the Authority
FROM: Caren S. Franzini
Chief Executive Officer

DATE: May 13, 2008

SUBJECT: Preferred Lender Program

Request:
The Members are asked to approve the addition of Peapack-Gladstone Bank as a Preferred Lender.

Buckground:

-Cladstone Bank (“PGB”} is a community banrk that was formed in 1921, The bank 15

Peapack
merset, Hunterdon, Morris and Union

headquartered in Gladstone and operates 22 branches in So
counties. PGB is a wholly-owned subsidiary of Peapack-Gladstone Financial Corporation, whichis

. a publicaily-traded company with 1.3 billion in total assets. The Corporation and PGB are subject
to various reguiatory requirements and both were classified as “well-capialized” at 12/31/07,

PGB provided its lending policy and several underwriting samples for review. The policy 1s
comprehensive and adheres to standard lending practices. The underwriting samples were for loans
ranging from $1 million to $2 milijon and covered a wide range of products (commercial mortgages,
construction loans, term loans, revolving lines of credit and letiers of credit). The analyses were

thorough and comparable to the other PLP lenders.

Recommendation;
Approval is recommended for PGB to be added as a Preferred Lender.

C i
Prepared by: S. Brady (f
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New Jeasey EcoNOMIC DEVELOPMENT AUTHORITY

MEMORANDUM

TO: Members of the Authority

FROM: Caren 8. Franzini
Chief Executive Officer

DATE: May 13, 2008

SUBJECT: Delegated Authority Approvals - January to April 2008
For Informational Purpeses Only

Below is a summary of the Delegated Authority approvals prepared by the Portfolio Services
Division for January to April 2008:

Project Name Balance Action

Light Solutions, Inc. §16,026 Extend loan maturity for one year to allow
the loan to fully amortize at the current
monthly payment.

Peter A. Drobach Co., Inc.  $250,000 Subordination of the EDA’s $250,000 third

mortgage to an increased first mortgage of
$1,475,000 {versus current first mortgage of
$1,000,000). LTV is 83% vs. 112% at

approval,

Prepared by: Daniel Weick
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New Jirsey Economic DEVELOPMENT AUTHORITY

MEMORANDUM
TO: Members of the Authority
FROM: Caren S. Franzini, Chief Executive Officer
DATE: May 13, 2008
SUBJECT: Projects Approved Under Delegated Authority - For Informational Purposes Only

The following projects were approved under delegated authority in April 2008:

New Jersey Business Growth Fund

1)

2)

3)

4)

Masisng ADDRESS! |

ShippinG Anpagss: |

Elite Audio, LLC (P21711)1s located in Gloucester City, Camden County. Elite Audig, LLC
was formed in 2001 to design and install audio sound systems for consumers. PNC Bank has
approved a $191,880 loan with a five-year, 25% guarantes, not to exceed $47,970. The loan
proceeds will be used to purchase the commercial building that the company currently leases.
Currently, the company has six employees and plans to create two new positions within the

nexi two years.

Gharibian Farms, Inc. (P21884) is located in Carlstadt Borough, Bergen County. Gharibian
Farms, Inc. was formed in 1998 as a manufacturer of hand-made cheeses. PNC Bank has
approved a $480,000 loan with a five-year, 25% guarantee, not to exceed $120,000. The
lpan proceeds will be used to refinance its mortgage. The company currently has two
employees and plans to create four new positions within the next two years.

HDH, LLC (P21923) is located in Egg Harbor Township, Atlantic County. 1400 WH Pike
LLC was formed 2004 and operates two businesses in Egg Harbor City: The Strike Zone
Lanes Bowling Center and The Harbor Pub Restzurant. HDH, LLC is the real estate
company that owns the project property. PNC Bank has approved-a $970,000 loan with 2
five-year, 25% guarantee, not to exceed $242,500. Loan procseds will be used to refinance
two existing mortgages. Currently, the company has four employees and plans to create five

new jobs within the next two years.

Nicholson Properties, LLC (P21881) is located in Mantua Township, Gloucester County.
Nicholson Properties, LLC is a real estate holding company that owns two properties
currently occupied by affiliated companies, Nicholson Enterprises, LLC and George
Nicholson t/a Rt. 45 Car Wash. PNC Bank has approved a $810,000 loan with a five-year,
25% guarsntee, not to exceed $202,500. The loan proceeds will be used to refinance three
mortgages. The company currently has three employees and anticipates creating five new

jobs within the next two years.

PO Box 990 | TRENTON, NI 085250990
35 Wiger STaTE STREET | Tutsiros, NI 3525 | 609.2921800 ! email: njeda®njedacom I wwvenjeda.com



5)

6)

7)

8)

N

Predator Tree Service, LLC {(P21879) is Jocated in Middlesex Borough, Middiesex County.
Predator Tree Service, LLC was formed in 1595 as an arborist serving large county and
municipal contracts. PNC Bank has approved a loan for $100,000 with a five-year, 25%
guarantee, not to exceed $25,000. Loan procecds will be used o purchase equipment.
Predator Tree Service, LLC currently has one emplovee and plans to create one new full-time

position over the next two years.

Specialized Storage Systems, Ine. (P21885) is Jocated in Fairfield Borough, Essex County.
The company was formed in 1990 as a custom manufacturer of high density mobile storage
systems and equipment. PNC Bank approved a $412,000 loan with a five-year, 25%
guarantee, not to exceed $103,000. The loan proceeds will be used to refinance existing debt
that was used to purchase the project location . The company currently has five employees
and plans to create two additional jobs within the next two years.

TILA Enterprises, LLC (P21778) is located in Mount Laurel Township, Burlington County.
Mid-Atlantic Diagnostics, Inc. was formed in 1989 as a2 manufacturer and wholesaler of
medical equipment and supplies. TJLA Enterprises, LLC is a real estate holding company
for the project property. PNC Bank approved a $430,000 Joan with a five-year, 25%
guarantee, not to exceed $107,500. Loan proceeds will be used to refinance an existing
mortgage. The company currently has 20 employees and anticipates creating siX new

positions within the next two years.

Vogel Bus Company. Inc. (P22017) is located in Roselle Borough, Union County. Vogel
Bus Company, Inc. was established in 1955 1o provide school bus transportation to several
area school districts, PNC Bank has approved a foan for $670,000 with a 50% guarantee, ot
to exceed $335,000. Loan proceeds will be used to purchase cight new buses. Currently, the
company has 258 employees and plans to create 14 new jobs over the next two years.

Volturno & Solopaca Enterprises, LLC (P22002) is located in Mount Laurel Township,
Burlington County. D’ Ambrosio’s Pizzeria & Ristorante was formed in 1935 and operates
as a pizzeria from the project property that is owned by a related real estate holding
company, Voltumo & Solopaca Enterprises, LLC. PNC Bank has approved a $280,900 foan
with a 25% guarantee, not to exceed $70,225. The loan proceeds will be used to refinance
an existing mortgage. The company currently has one employee and plans to create three

more positions within the next two years.

FastStart Direct Loan Program:

Y

Loida Development Center, LLC (P21509) is Jocated in Camden City, Camden County.
Formed in 2005, Loida Development Center, LLC provides day care services for traditionat
and autistic children up to age five. Currently they serve 22 children. Staff has approved
a $50,000 loan which will be used to purchase equipment and to renovate space in their
existing building to accommodate an additional 14 new children. Cugrently, the company
has two employees and plans to create two additional jobs within the next two years.



) Severna Operations, Inc. (P21487) is located in Parsippany-Troy Hiils Township, Morris
County. Formed in the 1950s. Severna Operations, Inc. is a manufacturer of precision
plastic components for application in the elecirical, mechanical, chemical, medical and
automotive markets. Staff has approved a $300,000 loan which will be used {0 purchase all
business assets of a competitor company. The company currently has 28 employees and
plans to create seven additional jobs over the next two years.

3) Stuyvesant Press, Inc. and Roeco Realty Corp., Inc. (P21016) are located in Trvington
Township, Essex County. Stuyvesant Press, Inc. was formed in 1977 by the current owner
as a commercial printer. Roeco Realty Corp., Inc. is a related real estate holding company.
Staff has approved a $132,000 loan which will be used fo refinance an existing loan. The
company currently has 19 employees and plans {o creale two new jobs within the pext two

vears.
PNC Business Growth Fund - Modification:

Jefferson Camden Property Pariners, LLC (P20862) is located m Camden City, Camden
County. In January 2008, a 50% guarantee {not to exceed $230,000) of a §460,000 PNC

Bank loan was epproved. At that time, PNC had included guaraniees of two related entities.
They have since agreed Dot to require those guarantees and have requested a change to the

original approval. Staff has reviewed this request and approved the change.
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Prepared by: S. Mania








