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New Jersey ECONoMIC DEVELOPMENT AUTHORITY

MEMORANDUM

TO: Members of the Authority

FROM: Caren S. Franzini
Chief Executive Officer

DATE: September 9, 2008

SUBJECT:  Agenda for Board Meeting of the Authority September 9, 2008

1. Notice of Public Meeting

2. Roll Call

3. Approval of Previous Month’s Minutes

4. Chief Executive Officer’s Monthly Report to the Board
5. Authority Matters

6. Bond Projects

7. Loans/Grants/Guarantees
8. BEIP
9. Board Memorandums

10. Real Estate

11. Commerce Division

12. Public Comment

13. Adjournment



NEW JERSEY ECONOMIC DEVELOPMENT AUTHORITY
August 12, 2008

MINUTES OF THE MEETING

Members of the Authority present: Carl Van Horn, Chairman; James Kelly, representing
the State Treasurer; Angie McGuire representing the Governor’s Office; Eric Wachter
representing the Commissioner of the Department of Environment Protection; Michael
Sheridan representing the Commissioner of the Department of Banking and Insurance;
Marilyn Davis representing the Commissioner of the Department of Labor and
Workforce Development; Steve Plofker, Timothy Carden, Thomas Manning and Philip
Kirschner, Public Members; Raymond Burke, First Alternate Public Member; Elliot M.
Kosoffsky, Second Alternate Public Member, and Rodney Sadier Non-Voting Member.

Absent from the meeting: Joseph McNamara, Vice Chairman; and Public Members:
Richard Tolson, and Charles Sarlo.

Also present: Caren Franzini, Chief Executive Officer of the Authority; bond counsel for
the Authority; Bette Renaud, Deputy Attorney General, James Petrino, Office of Public
Finance; Robert Shane, Governor’s Authorities Unit; and guests.

Chairman Van Horn called the meeting to order at 10 a.m.

Pursuant to the Internal Revenue Code of 1986, Ms. Franzini announced that this was a
public hearing and comments are invited on any Private Activity bond projects presented

today.

In accordance with the Open Public Meetings Act, Ms. Franzini announced that notice of
this meeting has been sent to the Srar Ledger and the Trenton Times at least 48 hours
prior to the meeting, and that a meeting notice has been duly posted on the Secretary of
State’s bulletin board at the State House.

MINUTES OF AUTHORITY MEETING

The next item of business was the approval of the July &, 2008 meeting minutes of the
Board. A motion was made to approve the minutes by Mr. Plofker, seconded by Mr.
Manning and was approved by the 11 voting members present.

The next item of business was the approval of the August 1, 2008 special meeting
minutes of the Board. A motion was made to approve the minutes by Mr. Carden,
seconded by Mr. Sheridan and was approved by the 11 voting members present.

The next item was the presentation of the Chief Executive Officer’s Monthly Report to
the Board. (Fer Informational Purposes Only)



AUTHORITY MATTERS

The next item was to approve the Edison Innovation Clean Energy Manufacturing Fund
(“CEMF), a new Clean Energy program offering funded by the New Jersey Board of
Public Utilities Office of Clean Energy and to be administered by the New Jersey
Economic Development Authority; and the enabling Memorandum of Understanding.

MOTION TO APPROVE: Mr. Carden SECOND: Plofker AYES:11
RESOLUTION ATTACHED AND MARKED EXHIBIT:1

The next item was to approve the New Jersey Economic Development Authority’s
participation in the New Jersey State Employees Deferred Compensation Plan.

MOTION TO APPROVE: Mr. Sheridan SECOND Mr. Plofker AYES:11
RESOLUTION ATTACHED AND MARKED EXHIBIT:2

The next item was to designate Marcus Saldutti, Legislative Officer in the Governance
and Communications Division, as the Authority’s “Records Custodian.”

MOTION TO APPROVE: Mr. Manning SECOND: Mr. Carden AYES:11
RESOLUTION ATTACHED AND MARKED EXHIBIT:3

The next item was to adopt on an interim basis the operating authorities for
administrative, fiscal, and programmatic functions previously approved by the NJ
Commerce Commission to provide business continuity during this organizational
transition period.

MOTION TO APPROVE: Ms. Davis SECOND: Ms. McGuire AYES:11
RESOLUTION ATTACHED AND MARKED EXHIBIT:4

The next item was o approve a contract with UCEDC for delivery of technical assistance
to support the growth and expansion of small businesses throughout New Jersey. The
contract is $300,000 per year and can be extended for two years (at the sole discretion of
the EDA) for a total expense of $900,000.

MOTION TO APPROVE: Ms.Davis  SECOND: Mr. Manning AYES:11
RESOLUTION ATTACHED AND MARKED EXHIBIT:5

BOND RESOLUTIONS

The next item was a report by the Office of Public Finance providing an update of the
restructuring of the Authority’s portfolio of auction rate securities. Jim Petrino of the
Office of Public Finance was present to update the board on the restructuring of the
EDA’s auction rate portfolio, including the Business Employment Incentive Program
bonds and the NJ Transit Light Rail Transit System project.

The next item was a request from the Office of Public Finance seeking approval of six
supplemental bond resolutions authorizing the application of certain available funds in
the Long Term Funding Obligation and Capital Expenditure Fund for the purpose of
paying and defeasing certain outstanding bonds issued by the Authority whose debt
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service is paid from the general fund pursuant to a lease or contract, subject to annual
appropriation, and other actions detailed in the board memo. The EDA State
Appropriation/Contract Bonds subject to defeasance under this program are:

New Jersey Economic Development Authority (School Facilities Construction Bonds)
MOTION TO APPROVE: Mr. Carden SECOND: Ms. Davis AYES: 11
RESOLUTION ATTACHED AND MARKED EXHIBIT:6

New Jersey Economic Development Authority (Business Employment Incentive
Program)

MOTION TO APPROVE: Mr. Manning SECOND: Mr. Carden AYES: 11
RESOLUTION ATTACHED AND MARKED EXHIBIT:7

New Jersey Economic Development Authority (Designated Industries Economic Growth
& Development Program)

MOTION TO APPROVE: Mr. Plofker SECOND: Mr. Carden AYES: 11
RESOLUTION ATTACHED AND MARKED EXHIBIT:S

New Jersey Economic Development Authority, State Lease Revenue bonds (Green
Lights Conservation Project)

MOTION TO APPROVE: Mr. Carden SECOND: Mr. Sheridan AYES: 11
RESOLUTION ATTACHED AND MARKED EXHIBIT:9

New Jersey Economic Development Authority, Pooled Financing Program Bonds
(Department of Human Services Pooled Financing Program)

MOTION TO APPROVE: Mr. Manning SECOND: Mr. Plofker AYES: 11
RESOLUTION ATTACHED AND MARKED EXHIBIT:10

New Jersey Economic Development Authority, Lease Rental Bonds (Liberty State Park
Project)
MOTION TO APPROVE: Mr. Carden SECOND: Ms. Davis AYES: 11

RESOLUTION ATTACHED AND MARKED EXHIBIT:11

PROJECT: Mark Rea Real Estate LLC APPL.#20321
LOCATION: Newark/Essex Cty.

PROCEEDS FOR: bldg acquisition and renovation

FINANCING: $1,717,950 Tax-Exempt Bond

MOTION TO APPROVE: Ms. Davis SECOND: Mr. Sheridan AYES:11
RESOLUTION ATTACHED AND MARKED EXHIBIT:12

PUBLIC HEARING: No

PUBLIC COMMENT:None

PROJECT: Newco Associates, LIL.C &
National Electric Wire Company, Inc. APPL.#22733

LOCATION: Plumsted Twp./Ocean Cty.
PROCEEDS FOR: building acquisition and renovation
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FINANCING: $4,000,000 Tax-Exempt Bond

MOTION TO APPROVE: Mr. Plofker SECOND: Mr. Sheridan AYES:11
RESOLUTION ATTACHED AND MARKED EXHIBIT13

PUBLIC HEARING: Yes

PUBLIC COMMENT:None

PROJECT: The Peddie School APPL.#22637
LOCATION: Hightstown/Mercer Cty.
PROCEEDS FOR: renovations

FINANCING: $27,000,000 Tax-Exempt Bond

MOTION TO APPROVE: Mr. Carden SECOND: Mr. Sheridan AYES:11
RESOLUTION ATTACHED AND MARKED EXHIBIT:14

PUBLIC HEARING: Yes

PUBLIC COMMENT:None

PROJECT: Tompkins Point Industrial Park, LLC APPL#22351

LOCATION: Newark/Essex Cty.
PROCEEDS FOR: facility repairs
FINANCING: $150,000 Tax-Exempt Bond

PUBLIC HEARING: No
PUBLIC COMMENT:None

PROJECT: Tompkins Point Industrial Park, LLC APPL.#22346

LOCATION: Newark/Essex Cty.
PROCEEDS FOR: refinance existing debt

FINANCING: $1,225,000 Tax-Exempt Bond

MOTION TO APPROVE: Mr. Carden SECOND: Mr. Sheridan AYES:11
RESOLUTION ATTACHED AND MARKED EXHIBIT:15

PUBLIC HEARING: No

PUBLIC COMMENT:None

COMBINATION PRELIMINARY AND BOND RESOLUTIONS

PROJECT: NewPoint Behavioral Care, Inc. APPL.#22085
LOCATION: Washington Twp./Gloucester Cty.
PROCEEDS FOR: refinance existing debt

FINANCING: $1,450,000 Tax-Exempt Bond
PUBLIC HEARING: Yes
PUBLIC COMMENT:None

PROJECT: NewPoint Behavioral Care, Inc. APPL #22483
LOCATION: Various/Gloucester Cty.

4



PROCEEDS FOR: refinance existing debt

FINANCING: $540,000 Tax-Exempt Bond

MOTION TO APPROVE: Mr. Carden SECOND: Mr. Manning AYES:11
RESOLUTION ATTACHED AND MARKED EXHIBIT:16

PUBLIC HEARING: Yes

PUBLIC COMMENT:None

PRELIMINARY RESOLUTIONS

PROJECT: The Atlantic City Sewage Company APPL . #22952
LOCATION: Atlantic City/Atlantic Cty.

PROCEEDS FOR: project implementation

MOTION TO APPROVE: Mr. Manning SECOND: Ms. Davis AYES:11
RESOLUTION ATTACHED AND MARKED EXHIBIT:17

PUBLIC HEARING: No

PUBLIC COMMENT:None

BOND RESOLUTIONS WITH AUTHORITY EXPOSURE

PROJECT: 633 Nassau Reaity, LLC APPL.#23047
LOCATION: North Brunswick/Middiesex Cty.
PROCEEDS FOR: building acquisition

FINANCING: $2,225,000 Tax-Exempt Bond

RESOLUTION ATTACHED AND MARKED EXHIBIT:18
PUBLIC HEARING: Yes

PUBLIC COMMENT:None

PROJECT: 633 Nassau Realty, LLC APPL.#23037
LOCATION: North Brunswick/Middlesex Cty.
PROCEEDS FOR: building acquisition

FINANCING: $742,000 Direct Loan

MOTION TO APPROVE: Mr. Plofker SECOND: Ms. Davis AYES:11
RESOLUTION ATTACHED AND MARKED EXHIBIT:19

PUBLIC HEARING: No

PUBLIC COMMENT:None

Mr. Kirschner entered the meeting at this time.

STATEWIDE LOAN POOL

PROJECT: Green Horse Media, LL.C and

Green Horse Properties, LI.C APPL.#21636
LOCATION: Bellmawr/Camden Cty.
PROCEEDS FOR: building acquisition & machinery purchase

FINANCING: $1,250,000 participation in $4,250,000 bank loan
5



MOTION TO APPROVE: Mr. Carden SECOND: Mr. Kirschner AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:20

PROJECT: Total Turf Experience, LLC APPL.#21915
LOCATION: Pitman/Gloucester Cty.
PROCEEDS FOR: building construction

FINANCING: $1,250,000 participation in $5,645,000 bank loan
MOTION TO APPROVE: Mr. Manning SECOND: Mr. Carden  AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:20

NEW MARKETS LOAN PROGRAM

PROJECT: Landis Theater Properties, LL.C APPL.#22125
LOCATION: Vineland/Cumberland Cty.
PROCEEDS FOR: building renovation

FINANCING: $8,000,000 New Market Tax Credit Allocation
MOTION TO APPROVE: Mr. Carden SECOND: Mr. Sheridan AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:21

CAMDEN ECONOMIC RECOVERY BOARD

PROJECT: M&M Development, LLC APPL.#20891
LOCATION: Camden/Camden Cty.
FINANCING: $3,584,260 ERB Soft Loan

REQUEST: modify the scope of the project, increase the ERB soft loan by $611.428 to a
total of $3,584,260 to M&M Development, LLC, and allow the exception to exceed the
$60,000 per unit maximum by $7,628 pursuant to Section 7 of the ERB Guide to
Program Funds.

MOTION TO APPROVE: Mr. Manning SECOND: Mr. Sheridan AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:22

PETROLEUM UNDERGROUND STORAGE TANK PROGRAM

PROJECT: Lucy Johnson APPL.#22404
LOCATION: Shrewsbury/Monmouth Cty.

PROCEEDS FOR: site remediation
FINANCING: $120,390 Petroleum UST Remediation, Upgrade, & Closure Fund Grant

MOTION TO APPROVE: Mr. Carden SECOND: Mr. Sheridan AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:23

PROJECT: Estate of Jeaneite Brain APPL.#23014
LOCATION: Maple Shade/Burlington Cty.

PROCEEDS FOR: site remediation
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FINANCING: $80,038 Petroleum UST Remediation, Upgrade, & Closure Fund Loan

PROJECT: West Milford Board of Education APPL#22735
LOCATION: West Milford/Passaic Cty.

PROCEEDS FOR: site remediation
FINANCING: $45,585 Petroleum UST Remediation, Upgrade, & Closure Fund loan

The next item was a summary of all Petroleum Underground Storage Tank Program
Delegated Authority Approvals for the month of July 2008. (For Informational

Purposes Only)
HAZARDOUS DISCHARGE SITE REMEDIATION FUND PROGRAM

The following projects presented under the Hazardous Discharge Site Remediation Fund
Program (municipal projects).

PROJECT: Camden Redevelopment Agency (Sycamore Street Housing) APPL.#23306
LOCATION: Camden/Camden Cty.

PROCEEDS FOR: remedial action

FINANCING: $186,753 Hazardous Discharge Site Remediation Fund

MOTION TO APPROVE: Ms. Davis SECOND: Mr. Carden AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:24

PROJECT: Township of Haddon (Spadea Manufacturing Property)  APPL.#22915
LOCATION: Haddon Twp./Camden Cty.

PROCEEDS FOR: remedial and site investigation

FINANCING: $225,650 Hazardous Discharge Site Remediation Fund

PROJECT: Township of Montgomery (North Princeton Development) APPL#23067
LOCATION: Montgomery Twp./Somerset Cty.

PROCEEDS FOR: remedial investigation

FINANCING: $1,517,521 Hazardous Discharge Site Remediation Fund

PROJECT: City of Paterson (Columbia Textile Mill) APPL.#22718

LOCATION: Paterson/Passaic Cty.
PROCEEDS FOR: remedial investigation
FINANCING: $168,142 Hazardous Discharge Site Remediation Fund



PROJECT: Sayreville Economic Redevelopment Agency APPL#23276
LOCATION: Sayreville/Middlesex Cty.

PROCEEDS FOR: remedial investigation

FINANCING: $1,242.103 Hazardous Discharge Site Remediation Fund

PROJECT: South Amboy Redevelopment Agency (Conrail Property) APPL.#22850
LOCATION: South Amboy/Middlesex Cty.

PROCEEDS FOR: remedial investigation

FINANCING: $215,677 Hazardous Discharge Site Remediation Fund

The next item was a summary of the Hazardous Discharge Site Remediation Fund
Program Delegated Authority Approvals for the month of July 2008. (For Informational

Purposes Only}

EDISON INNOVATION FUND
PROJECT: WorldExtend, LLC APPL.#22276
LOCATION: Camden/Camden Cty. BUSINESS: software developer

PROCEEDS FOR: growth capital
FINANCING: $1,000,000 Edison Innovation Fund investment

MOTION TO APPROVE: Mr. Carden SECOND: Ms. Davis AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:25

PROJECT: WorldExtend, LLC APPL.#23156
LOCATION: Camden/Camden Cty. BUSINESS: software developer

PROCEEDS FOR: lease payments
FINANCING: $30,795 Business Lease Incentive Grant

BUSINESS EMPLOYMENT INCENTIVE PROGRAM

PROJECT: Axcan Pharma US, Inc. APPL.#23062
LOCATION: TBD BUSINESS: pharmaceuticals

GRANT AWARD: 40% Business Employment Incentive grant, 10 years

MOTION TO APPROVE: Mr. Carden SECOND: Mr. Kirschner AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:26

PROJECT: Cecilware Corporation and Affiliates APPL.#23035
LOCATION: Moonachie/Bergen Cty. BUSINESS: industrial/electrical equipment
GRANT AWARD: 50% Business Employment Incentive grant, 10 years

MOTION TO APPROVE: Mr. Manning SECOND: Mr. Sheridan AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:26
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PROJECT: Integrated Packaging Corporation and Affiliates APPL.#22908
LOCATION: New Brunswick/Middlesex Cty. BUSINESS: paper/wood
GRANT AWARD: 80% Business Employment Incentive grant, 10 years

MOTION TO APPROVE: Mr. Carden SECOND: Mr. Kirschner AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:26

PROJECT: NUCRYST Pharmaceuticals, Inc. APPL.#22635
LOCATION: TBD. BUSINESS: pharmaceuticals

GRANT AWARD: 35% Business Employment Incentive grant, 10 years

MOTION TO APPROVE: Ms. Davis SECOND: Ms. McGuire AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:26

PROJECT: Soft Tissue Regeneration, LLC APPL.#23070
LOCATION: Newark/Essex Cty. BUSINESS: medical device technology
GRANT AWARD: 80% Business Employment Incentive grant, 10 years

MOTION TO APPROVE: Mr. Sheridan SECOND  Mr. Manning AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:26

BOARD MEMORANDUMS

The next item was to approve the Technology Venture Fund and Urban Development

Fund Investment Guidelines.
MOTION TO APPROVE: Mr. Sheridan SECOND: Mr. Carden AYES:12

RESOLUTION ATTACHED AND MARKED EXHIBIT:27

PROJECT: Pivotal Utlity Holdings, Inc. APPL.#08623

LOCATION: Various
FINANCING: $39,000,000 Tax-Exempt Bond

MODIFICATION: As the Modification Request allows the Borrower to remarket the
1996 Bonds with a direct-pay letter of credit, similar to the other series of Bonds, staff
recommends the approval of the Modification Request.

MOTION TO APPROVE: Mr. Carden SECOND: Mr. Manning AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:28

PROJECT: MEPT Journal Square Urban Renewal, L1.C APPL.#19569

LOCATION: Jersey City/Hudson Cty.
FINANCING: $15,522,500 New Markets Tax Credits Loan

MODIFICATION: remove three closing requirements from the Authority’s NMTC
loan approval. Approval is also requested to allow for a change to the project scope, in
the event that the project as originally approved is deemed not viable.

MOTION TO APPROVE: Mr. Carden SECOND: Mr. Sheridan AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:29



PROJECT: Agilence, Inc. APPL.#18390
LOCATION: Camden/Camden Cty.
FINANCING: $1,000,000 Edison Innovation Fund investment

MODIFICATION: consent to bridge a loan of up to $400,000 from Next Stage Capital
to be pari passu in collateral with the EDA.

MOTION TO APPROVE: Mr. Plofker SECOND: Mr. Sheridan  AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:30

PROJECT: AT&T Corp. APPL#09731
LOCATION: Middletown/Monmouth Cty.
FINANCING: $1,313,940 Business Employment Incentive Program Grant

MODIFICATION: 1.)approval of the acquisition of AT&T Corp. by SBC
Communications, Inc. resulting in a subsequent name change to AT&T Corp. 2.) addition

of several entities to the AT&T Corp. BEIP grant.

MOTION TO APPROVE: Mr. Sheridan SECOND: Mr. Carden AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:31

PROJECT: Daiichi Pharmaceutical Corporation/
Daiichi Medical Research, Inc. APPL.#16117

LOCATION: Madison/Morris Cty.

FINANCING: $1,330,304 Business Employment Incentive Program Grant
MODIFICATION: 1.) Merger of Daiichi Pharmaceutical Corporation (“DPC”)/Daiichi
Medical Research, Inc. (“DMR”) with Sankyo Pharma, Inc. 2.) Resulting name change

from Daiichi Pharmaceutical Corporation/Daiichi Medical Research, Inc. to Daiichi
Sankyo, Inc. 3.) Resulting location change from 3 Giralda Farms, Madison Boro to Two

Hilton Court, Parsippany.

MOTION TO APPROVE: Mr, Plofker SECOND: Mr. Carden AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:32

PROJECT: Morgan/Stanley & Co./Morgan Stanley Dean Witter Trust/Morgan Stanley
Services, Inc/Morgan Stanley Investment Advisors, Inc./Morgan Stanley DW,
Inc./Morgan Stanley Management Services II, Inc.

LOCATION: Jersey City/Hudson Cty. APPL.#11321
FINANCING: $2,314,360 Business Employment Incentive Program Grant

MODIFICATION: 1.) Name change from Morgan Stanley Dean Witter to Morgan
Stanley Trust 2.) Addition of several entities to the Morgan Stanley & Co. Grant
Agreement 3.) Continuation of the BEIP grant without disqualification.

MOTION TO APPROVE: Mr. Plofker SECOND: Mr. Carden AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:33

10



The next item was a list of all BEIP modifications that were approved in the quarter
ending JTune 30, 2008. (For Informational Purposes Only).

'The next item was a summary of projects approved under Delegated Authority for July
2008. (For Informational Purposes Only).

New Jersey Business Growth Fund: Eastern Properties, LLC and Eastern Sign Tech,
LLC, Entity to be formed and Center for Adult Medicine, Gulton, Incorporation, Klarr
Transport Services, Inc.Vineland Realty Holdings, LLC

Preferred Lender Program: Harold L. Heinrich, Inc., Patham Real Estate Holdings,
LLC.

PNC Business Growth Fund - Modification: Nicholson Properties, LLC

FastStart Direct Loan Program: Uni-Serv Associates, Inc.

URBAN & SITE DEVELOPMENT/REAL ESTATE

The next item was approval for the Authority’s CEO to enter into the Development
Assistance Agreement with the Bayonne Local Redevelopment Authority (BLRA) to
provide technical assistance for financing and development of the Peninsula at Bayonne
Harbor Project.

MOTION TO APPROVE: Mr. Plofker SECOND: Mr. Carden  AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:34

COMMERCE DIVISION

The next item was to approve Urban Enterprise Zone (UEZ) Energy Sales Tax
Exemption Renewal Application of Church & Dwight, Inc., which continues the
exemption through September 4, 2009.

MOTION TO APPROVE: Mr. Plofker SECOND: Mr. Carden  AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:35

The next itemn was to approve Urban Enterprise Zone (UEZ) Energy Sales Tax
Exemption Renewal Application of Gerresheimer Glass, Inc., which continues the
exemption through September 30, 2009.

MOTION TO APPROVE: Mr. Manning SECOND: Mr. Carden AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:36

The next item was approval of the Application Amendment Request, amending the
original BRRAG application submitted by Deloitte to the Commerce Commission and
approved by the Commission.

MOTION TO APPROVE: Mr. Carden SECOND: Mr. Sheridan AYES:12
RESOLUTION ATTACHED AND MARKED EXHIBIT:37
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PUBLIC COMMENT

There was no comment from the public.

There being no further business, on a motion by Mr. Plotker, and seconded by Mr.
Kirschner, the meeting was adjourned at 11:22 a.m.

Certification: The foregoing and attachments represent a true and complete
summary of the actions taken by the New Jersey Economic
Development Authority at its meetmg.

Maureen Hassett, Assistant Secretary
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Mew Jersey EcoMonmic DEVELOPMENT AUTHORITY

MEMORANDUM
TO: Members of the Authority
FROM: Caren S. Franzini
Chief Executive Officer
DATE: September 9, 2008
RE: Chief Executive Officer’s Report to the Board

EDISON INNOVATION FUND

The EDA closed financing on 20 Edison Innovation Fund projects through the end of
August totaling more than $12.4 million. This assistance is expected to result in total
project investments of just under $56 million in New Jersey, as well as the creation of an
estimated 604 new jobs and support for 4,678 existing jobs. Seven of the projects involve
direct, equity-like investments totaling $2.8 million.

The first two low-interest $100,000 loans under the Edison Innovation R&D Fund
Wraparound Program were finalized in August with Aestus Therapeutics, Inc. of North
Brunswick and TreadStone Technologies, Inc. of Princeton. This supplemental financing
for companies that have received Edison R&D Fund grants from the New Jersey
Commission on Science and Technology enhances the state’s commitment to grow
technology and life sciences companies in New Jersey and can be used for non-research
and development costs such as rent, construction and utilities.

The most recent Business Employment Incentive Program grants to be executed were
with IBM Corporation, for the creation of 100 new jobs in its IBM Lender Business
Process Services unit in Englewood Cliffs (10 years/$3.5 million), and with Novel
Laboratories, for the creation of 100 new research and development jobs at its generic
pharmaceutical development and manufacturing facility in Franklin Township, Somerset
County (10 years/$602,000).

NEW JERSEY URBAN FUND

Through the end of August, the EDA closed 41 financings totaling just over $61 million
in the urban centers of Camden, Elizabeth, Jersey City, Newark and Paterson under the
New Jersey Urban Fund. These projects, in which more than $152 million will be
invested, are expected to create 1,922 new jobs.



Atalanta Corporation, a multinational food importer specializing in meat, cheese,
groceries, fruit juice concentrates and fish product, closed a $5.5-million New Markets
Tax Credits loan and a $2-million Urban Plus direct loan with the EDA in August to
construct and equip a 73,000-square-foot building in Elizabeth that will accommodate
future growth and help the company centralize storage capacity. The company expects to
create 65 new jobs.

OTHER URBAN ACTIVITY

Through August, the EDA closed 49 projects in other Urban Aid cities, providing nearly
$39.5 million in bonds, loans, loan guarantees and environmental assistance grants for
borrowers investing almost $100 million in the state’s economy. This support is expected
to result in the creation of 624 jobs and the maintenance of 983 existing jobs.

Included in this activity was a $70,000 FastStart for Small Business loan to Uni-Serv

Associates, a specialty advertising services business located in Neptune. The company is
using the loan to refinance a line of credit that was used to purchase equipment.

CORE ACTIVITY

Through the first eight months of the year, core financing totaling $75.6 million was
finalized with 77 other projects that plan to make total investments of nearly $120
million, create 436 new jobs and maintain 1,488 jobs.

Core financing closing in August included an $8 million in tax-exempt bond that will
help the Count Basie Theatre in Red Bank to continue major renovation and to refinance
existing debt.

Speaking Engagements:

Throughout the month of July, EDA representatives participated as speakers at three New
Jersey events. | joined Governor Corzine and other state and local officials on August 13
to participate in a celebratory event hosted by Amicus Therapeutics in Cranbury marking
the hiring of its 100" employee. Amicus represents a notable example of the success
businesses can achieve when they take advantage of the resources available to companies
looking to grow in New Jersey. The company was the first graduate of the EDA’s
Commercialization Center for Innovative Technologies in North Brunswick, and has
benefited from the state’s Technology Business Tax Certificate Transfer Program and the
Garden State Life Sciences Venture Fund, which was created by the EDA and Quaker
BioVentures to invest in emerging life sciences companies in New Jersey. Additionally,
on Aug. 28, Senior Vice President Tim Lizura addressed attendees at the New Jersey
State Association of Pipe Trades Conference in Jersey City. And Business Development
Officer Derrick Benns made a presentation at the U.S. Small Business Administration’s
“Building and Financing Your Small Business” program in Vineland.
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AUTHORITY MATTERS



New Jersey Economic DeviLopMENT AUTHORITY

MEMORANDUM
To: Members of the Authority
From: Carl Van Hom
Chairman
Date: September 9, 2008
Subject: Annual Meeting

The New Jersey Economic Development Authority’s By Laws provide that an annual
recrganization meeting be held in September of each year. The purpose of this meeting is to elect
the officers of the Authority for the coming vear, including the Treasurer and Vice Chair. As has
traditionally been recommended, the position of Board Treasurer will be held by State Treasurer
R. David Rousseau. The position of Vice Chairman is currently held by Joe McNamara, who is
interested in continuing to serve in this role, subject to confirmation by the Members.

The appointment of Assistant Secretaries to the Board to support the Secretary in her absence is
also required. I am recommending that Stanley Kosierowski, Maureen Hassett, Kathleen Stucy,

Gregory Ritz and John Rosenfeld serve as Assistant Secretaries.

The Members are also asked to approve several changes to the By Laws, regarding Board
membership and committee structure, necessitated by the Commerce Commission’s merger with
the Authority in accordance with P.L. 2008 ¢ 27. The changes reflect that an officer or employee
of the Executive Branch of State government appointed by the Governor will now serve on the
Authority’s Board, as an ex officio member, as well as the Commissioner of the Department of
Environmental Protection.  The Commussioner of the Department of Education will no longer

serve on the Authonity’s Board.

The By Laws also provide for the formation and appointment of the Members to the various
commiltees charged with advising the Authority in its operations. I am recommending changes
as follows to the By Laws as a result of P.L. 2008, ¢ 27: 1) The Executive Branch designee will
serve on the Policy Committee; 2) The Commissioner of the Department of Environmental
Protection and the State Treasurer will serve on the Real Estate Committee; and 3) the
Commissioner of the Department of Labor and Workforce Development will serve on the
Director’s Loan Review Committee. The By Law changes are included as an attachment.



The Authority has four commitiees that meet throughout the year. Tam requesting that the
named Members or their Ex Officio designees participate in the following committees and
recommend the appointment of individual Members to Chair each committee as so ndicated:

Director’s Loan Review Committee - Chair: Ray Burke, Tim Carden, Steven Plofker,
the Executive Branch Designee, Commissioner of the Department of Banking and
Insurance, and the Commissioner of the Departiment of Labor and Workforce

Development

The DLRC will meet monthly to review all non real estate development Authority exposure
requests, including, but not limited to, direct and loan guarantee requests.

Audit Committee — Chair: Tim Carden, Carl Van Hom, Ray Burke, the State Treasurer,
and the Commissioner of the Department of Banking and Insurance

The Audit Committee monitors the financial operations of the Authority including the review of
the annual operating budget and those responsibilities outlined in the committee Charter. The
committee will meet quarterly and at such other times as determined by the Chair.

Policy Committee - Chair: Joe McNamara, Carl Van Horn, Philip Kirshner, Executive
Branch Designee, and the Commissioner of the Department of Labor and Workforce

Development.

The Policy Committee provides advice on policy matters, the formulation of the Authority’s
annual strategic business plan and marketing strategy and meets at times determined by the Chief
Executive Officer (CEQ) in consultation with the Chair,

Real Estate Committee - Chair: Charles Sarlo, Richard Tolson, Tom Manning. Elliott
Kosoffsky, the Commissioner of the Department of Environmental Protection and the

State Treasurer.

The Real Estate Commttee will review all monthly real estate matters with Authority exposure
prior to the Board meeting and will meet quarterly and at such other times as determined by the

CEQ in consultation with the Chair.

Compensation Committee — Chairman Carl Van Horn, Joe McNamara and Tim Carden.

The Compensation Committee was formed at the direction of the Chairman in 2007 to advise on
compensation policies that enable the attraction and retention of staff and meets as determined by

the CEQ in consultation with the Chair.



Attached is a schedule of the monthly Board meetings and Director’s Loan Committee meetings
through September 2009. By resclution we will be adopting this schedule for the next year’s
Board meeting dates. [ am also seeking your approval for the following actions: 1) By Law
changes as attached; 2) committee appointments as noted above; 3) appointment of the Assistant
Secretaries: and 4) election of a Vice Chair and Treasurer.

§o e T

Cart Van Hom

Attachments



EXCERPTED AMENDMENTS TO BY-LAWS

NEW JERSEY ECONOMIC DEVELOPMENT AUTHORITY

Changes in BOLD
New Text
[Deleted text]

ARTICLE I
MEMBERS AND DESIGNEES

Section 1. Members. The Authority shall consist of the [Chief Executive Officer
of the New Jersey Commerce and Economic Growth Commission] Commaissioner of
Labor, the Commissioner of Banking and Insurance, {Commissioner of the Department
of Education] the Commissioner of Environmental Protection, an officer or emplovee
of the Executive Branch of State government appointed by the Governor, and the
State Treasurer, who shall be members ex-officio, eight public members and three
alternate members appointed by the Governer for terms of three years.

ARTICLE IV

OFFICERS

Section 6. The Secretary. The [Executive Director} Chief Executive Officer of
the Authority shall serve as Secretary of the Authority.

ARTICLEIX
PIRECTORS’ LOAN REVIEW COMMITTEE

Section 1. Members. The Chairperson of the Directors” Loan Review Committee
shall be appointed by the Chairperson of the Authority. The Directors’ Loan Review
Committee shall consist of the [Secretary of the Commerce and Economic Growth
Commission] Commissioner of Labor and Workforce Development, the
Commissioner of the Department of Banking and Insurance and from one to four
members of the Board appointed by the Chairperson for a minimum total of three
members and not more than six members.




ARTICLE X

REAL ESTATE COMMITTEE
Section 1. Members. The Chairperson of the Real Estate Committee shall be
appointed by the Chairperson of the Authority. The Real Estate Commuttee shall consist
of [members of the Board appointed by the Chairperson] the Commissioner of
Environmental Protection. the State Treasurer and from one to four members of the
Board appointed by the Chairperson for a minimum total of three members and not

more than six members,

ARTICLE X1
POLICY COMMITTEE

Section 1. Members. The Chairperson of the Policy Committee shall be
appointed by the Chairperson of the Authority. The Policy Committee shall consist of
[the Secretary of the Commerce, Economic Growth and Tourism Commission] the
Commissioner of the Department of Labor and Workforce Development and an officer
or emplovee of the Executive Branch of State government appointed by the
Governor and from one to four members of the Board appointed by the Charrperson for
a minimum total of three members and not more than six members.




NEW JERSEY ECONOMIC DEVELOPMENT AUTHORITY
BOARD MEETING DATES

The below meeting dates are on the second Tuesday of each month,
with the exception of November, which will be on Wednesday.

October 14, 2008
November 12, 2008
December 9, 2008
January 13, 2009
February 10, 2009
March 10, 2009
April 14, 2009
May 12, 2009
June 9, 2009

July 14, 2009
August 11, 2009

September 8, 2009



DIRECTOR'S LOAN REVIEW COMMITTEE

MEETING DATES

The below meeting dates are on the first Monday of each month,
except for September’s meeting which will be held on the fifth

Monday in August.

October 6, 2008
November 3, 2008
December 1, 2008
January 5, 2009
February 2, 2009
March 2, 2009
April 6, 2009
May 4, 2009
June 1, 2009

July 6, 2009
August 3, 2009

August 31, 2609



Sze

S
A
Bl

"m‘%w
gy

New Jersey Econonic DEVELOPRMENT AuTsoRnY

MEMORANDUM

To: Members of the Board

From: Caren Franzini
Chief Executive Officer

Date: September 9, 2008

Appointment of Executive Director of the New Jersey Motion Picture and
Television Commission

Subject:

Pursuant to P.L. 2008 ¢ 27. the Members are asked to reaffirm the appointment of Steven
Gorelick to the position of Executive Director by The New Jersey Motion Picture and Television
Commission (“Commission”}. The Commission appointed Mr. Gorelick Executive Director on

August 1, 2008,

Mr. Gorelick has been with the Commission since 1980 and has served in the capacity of
Associate Director since 1991, The Commission, which has a staff of four, promotes fiim and
television production in the state and assists fiimmakers in scouting and securing of location and
services. Last vear, the Commission attracted over 945 productions to New Jersey, including 95
feature films. Since its inception in 1977, the Commission has assisted on over 14,400 projects,
enriching the local economy by more than $1.2 billion. In addition, Mr. Gorelick has worked
closely with the Authority in the implementation of the Film Tax Credit Program and the Edison

Innovation Digital Media Tax Credit Program.

Recommendation:
Pursuant to P.L. 2008 ¢ 27, the Members are asked to reaffirm the appointment of Steven
Gorelick to the position of Executive Director by The New Jersey Motion Picture and Television

Commission. 7
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Prepared By: Maureen Hassett
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NEw Jersey Economic DEvELOPMENT AUTHORITY

MEMORANDUM
TO: Members of the Authority
FROM: Caren S. Franzini
Chief Executive Officer
DATE: September 9, 2008
RE: New Program — Urban Transit Hub Tax Credit Program
Request:

The Members are requested to approve the proposed regulations implementing the Urban
Transit Hub Tax Credit Program in accordance with the Urban Transit Hub Tax Credit
Act, signed into law by Governor Corzine in January 2008.

Background:

The Urban Transit Hub Tax Credit program is a new State tax credit program designed to
spur major private capital investment in urban areas served by heavy rail. The program
supports the Governor’s Economic Growth Strategy goals of urban revitalization,
reduction in green house gas emissions and leveraging our investments in mass transit by
providing tax credits for businesses that invest private capital in 9 designated urban
centers within %2 mile of transit hubs.

In accordance with the Urban Transit Hub Tax Credit Act, the Commerce Commission
published proposed regulations in the May 8, 2008 edition of the New Jersey Register.
Several substantive comments were received during the public comment period. Upon
further review of the comments as well as discussion with State agency partners, the
Governor’s Office of Economic Growth and the Division of Taxation, substantial
changes to the rule proposal have been suggested.

As such, staff recommends advancing a new proposal for promulgation in the NJ
Register.

Page 1



Program Description

Description: The Act established a tax credit program for businesses making at least $75

million in new capital investments in a qualified business facility in an
“urban transit hub” and employing at least 250 full-time employees at that
facility in order to catalyze economic development in those areas. Mixed
use projects, including residential elements, are eligible projects pursuant
to the capital investment criteria described in the attached draft
regulations.

Eligibility:

Locate in an Urban Transit Hub, defined as areas located within one-half mile of a
New Jersey Transit, PATH and PATCO commuter rail station in nine eligible
municipalities; Camden, East Orange, Elizabeth, Jersey City, Newark, New
Brunswick, Paterson, Trenton and Hoboken.

Make or acquire capital investments totaling not less than $75 million in a
qualified business facility.

Lease space in a qualified business facility totaling not less than $75 million and
represent at least $25 million of the capital investment in the facility

Employ not fewer than 250 full-time employees

Stay in the qualified business facility for a term of not less than 10 years.

Terms/Conditions:

Businesses may apply for the tax credits within five years of the Act’s January 13,
2008 effective date and satisfy the conditions for award of the credits within eight
years of that date.

The tax credits are equal to up t0100 percent of the claimants’ qualified capital
investments if at least 200 new jobs are created. For business relocating within
the state and creating less than 200 new full time jobs, the tax credits are equal to
80 percent of the claimant’s qualified capital investments.

Taxpayers may apply 10 percent of the total credit amount per year over a 10-year
period against their corporate business tax, insurance premium tax or gross
income tax liability.

Tax credits may not exceed the lease payments for a tenant in a qualified business
facility.

Penalties:

Companies reducing their total statewide employment by more than 10 percent in
one year would forfeit their tax credit for that year.

Companies reducing their employment at the qualified business facility to below
250 in one year would forfeit their tax credit for that year.

If the business in a tenant, it may not pass the credits through a sublease.

Page 2



EDA Fees:
e Application fee: $5,000 for developer or owner; $2,500 for tenants
e Servicing fee: 0.25% annually of credits taken, capped at $40,000 annually for
certain targeted industries

Approval Process:

A business may apply for tax credits by January 13, 2013, and the 10-year tax
credit period begins no later than 2016.

A developer may apply to have a building approved as a qualified business
facility by January 13, 2013.

The application is a two-stage process, with the first being the application for
eligibility of a hub project, and the second being a certification by the business
evidencing completion of the project and satisfaction of the conditions for
award of the hub tax credits. Board approval will be required for both
applications.

Reporting Requirements:
e A certified annual report is required 30 days prior to each anniversary of the date
the business has executed the project agreement and 30 days prior to each
anniversary of the date the business has been issued a tax credit certificate.

Other Notes:

Businesses shall not receive tax credits if they participate in BEIP grants for
the same capital and/or employees.

Businesses shall not receive tax credits if they participate in the BRRAG
program or the Municipal Rehabilitation and Economic Recovery Act for the
same site.

Eligible businesses may consist of members of a controlled group of
corporations or a group of organizations under common control.

The business satisfying the capital investment requirement does not need to be
the same as the business satisfying the employment requirement.

Tax credits may be allocated between participating affiliates on an annual
basis.
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Recommendation:

The Members are requested to approve the attached proposed rules for the Urban Transit
Hub Tax Credit Program in accordance with the Urban Transit Hub Tax Credit Act.

The Members are also requested to authorize staff to submit program rules for
promulgation and adoption in the NJ Register, subject to final review and approval by the
Office of the Attorney General and the Office of Administrative Law (OAL). The
Authority will operate with the proposed rules upon submission to OAL, with risk to the
applicant if changes are not adopted as proposed.
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Prepared by: Maureen Hassett
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DRAFT

Revised 9.08.08

OTHER AGENCIES
NEW JERSEY ECONOMIC DEVELOPMENT AUTHORITY

Authority Assistance Programs
Urban Transit Hub Tax Credit Program
Proposed New Rules: N.J.A.C. 19:31-9

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

Authority: P.L. 2007, c. 346.

Calendar Reference: See Summary below for explanation of exception to calendar requirement.
Proposal Number: PRN 2008-154. CHANGE

Submit written comments by December 19, 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
reproposing a new subchapter of rules to implement the Urban Transit Hub Tax Credit Act, P.L.
2007, c. 346 (the Act). Pursuant to P.L. 2008, c. 27, all powers, duties and functions relating to
the administration of the Act was transferred from the New Jersey Commerce Commission to the
Authority. The rules were originally proposed on May 5, 2008. The EDA has determined to
repropose the rules in order to incorporate references to the Authority and to make substantive

changes that have been suggested by commentors and by staff.



The Act establishes a tax credit program for businesses making at least $75 million in
new capital investments in a qualified business facility in an “urban transit hub” and employing
at least 250 full-time employees at that facility in order to catalyze economic development in
those urban areas. Businesses may apply for the tax credits within five years of the Act's January
13, 2008 effective date and satisfy the conditions for award of the credits within eight years of
that date. The tax credits are equal to 100 percent of the claimants' qualified capital investments
made, and taxpayers may apply 10 percent of the total credit amount per year over a 10-year
period against their corporation business tax, insurance premiums tax or gross income tax
liability. Tenants in qualified business facilities may also receive tax credits, if they occupy
space in a qualified business facility that proportionally represents at least $25 million of the
capital investment in the facility and employ at least 250 full-time employees in that facility.

The tax credits are reduced or forfeited if certain facility and statewide employment levels are
not maintained. The program is limited to municipalities that are eligible for urban aid, that have
at least 30 percent of their real property value exempt from property taxes, and that have a
specified commuter rail station, excluding any rail station located at an international airport and
all light rail stations. The Act further provides that the urban transit hub tax credit program is to
be administered by the EDA and that the Authority consult with the Director of Taxation when
adopting rules for the program.

The following summarizes the content of each section of the proposed new rules:

Subchapter 9. Urban Transit Hub Tax Credit Program

N.J.A.C. 19:31-9.1 Applicability and scope

This section addresses the statutory authority for the Urban Transit Hub Tax Credit

Program and summarizes the purpose and scope of the program.

N.J.A.C. 19:31-9.2 Definitions

This section defines certain terms used in this subchapter, incorporates terms defined in

the Act pertaining to the program, clarifies specified statutory terms (for example, “business,”



“capital investment,” “eligible municipality,” and “urban transit hub”), and provides additional
terms included in the implementation of the program (“leasable area,” “net leasable area,” “light

rail station,” and “site preparation”).

N.J.A.C. 19:31-9.3 Eligibility criteria

This section addresses the capital investment and employment eligibility criteria for
owners and lessees of qualified business facilities, as well as providing specific guidance on the
calculation of capital investment in a leasing context and on determining full-time employment

for an accounting or privilege period.

N.J.A.C. 19:31-9.4 Restrictions

This section provides for certain restrictions on program eligibility, such as ineligibility
with respect to the same capital investment, employees, and site that are included in a Business
Employment Incentive Program grant or a Business Retention and Relocation Assistance Grant

Program grant.

N.J.A.C. 19:31-9.5 Application submission requirements

This section includes a substantial number of application submission requirements

organized into business information, project information, and employee information.

N.J.A.C. 19:31-9.6 Application and servicing fees

This section addresses non-refundable application fees, with one amount if the business is
the owner of the proposed qualified business facility, and a lesser amount if the business is the
tenant of the proposed qualified business facility. The application fee also is intended to assist
the Authority in recouping the administrative costs in processing applications, including cost of a
survey performed by the New Jersey Transit Corporation to determine the location of a hub. An
annual servicing fee also is provided, based upon a fixed percentage of the tax credit taken.



N.J.A.C. 19:31-9.7 Review of application and certification of project completion

This section outlines a two-stage review process, with the first being a review to
determine eligibility of a hub project, and the second being a review to determine whether the
Authority accepts the business's certification of having met the capital investment and
employment requirements for issuance of the tax credits. The first stage of the review process,
focusing on project eligibility, entails a Board determination and notification of the business and
the Division of Taxation of the determination. The second stage entails a review of the business's
certification of having completed the project and having met the requirements for the Authority
to issue the tax credit certificate. If the Authority accepts the certification, it will notify the
business and the Director of the Division of Taxation. The regulations also outline a developer

application in order to pre-approve a site as a qualified business facility.

N.J.A.C. 19:31-9.8 Project agreement

This section requires that all applicants execute a project agreement with the Authority to
establish the terms and conditions for the tax credits. It sets forth a number of those terms and
conditions such as the requirement that the business agree that the applicable statute of
limitations for the collection and assessment of tax will be extended to the 10-year eligibility
period, the requirement that the project comply with prevailing wage law, and the allocation of

tax credits to a business and its affiliate or affiliates.

N.J.A.C. 19:31-9.9 Tax credit amount; application and allocation of the tax credit

This section addresses the total amount of tax credit allowed, the amount of tax credit that
may be applied each tax accounting or privilege period, the allocation of tax credits to owners of
a partnership, the allocation of tax credits to a business and its affiliate or affiliates for the
eligibility period, when a new entity may be allocated tax credit, the tax liabilities against which
the credit may be applied, and the limitation on the amount of credit for tenants such that the
amount of credit for a tax period may not exceed the business's total lease payments for
occupancy for the tax period.



N.J.A.C. 19:31-9.10 Reduction and forfeiture of tax credits

This section presents the circumstances prompting the reduction of the credit amount,
when the number of new full-time positions at the qualified business facility drops below 200.
Also addressed are several scenarios for a business to forfeit tax credits, such as a greater than 10
percent reduction in the number of full-time employees in its Statewide workforce, a drop in the
number of full-time employees at the qualified business facility below 250, or a sale of the
qualified business facility or a sublease of the business's tenancy. The section also provides for
the restoration of the jobs that would permit the availability of the full amount of tax credit for
subsequent tax periods.

N.J.A.C. 19:31-9.11 Reporting requirements

This section imposes the annual reporting requirements of the business during the term of
the project agreement, both before and during the eligibility period, and the sanction for failure
to submit a copy of an annual report to the Authority. It further requires that the Authority
annually report to the Governor and the Legislature the impact of the program on employment in
urban transit hubs.

N.J.A.C. 19:31-9.12 Events of default

This section sets forth the events of default, the process for curing a default, and the rule
that violation of the “events of default” provision in the project agreement shall be the cause for

immediate termination of the tax credit certificate as provided by law and repayment of State tax.

N.J.A.C. 19:31-9.13 Remedies

This section sets forth the broad range of remedies that the Authority may exercise in the
event of default. They include, but are not limited to, requiring the business to surrender the tax
credit certificate, recapturing all or a portion of tax credits based upon the proportional value of
the tax credits that corresponds to the amount and period of noncompliance (sometime referred



to as a “clawback”), recovering damages for the loss of a bargain, terminating the project
agreement, or proceeding by appropriate court action to enforce the terms of the project
agreement. The rights and remedies of the Authority are cumulative and not exclusive of other
rights or remedies of the Authority allowed by law with respect to any event of default under this

subchapter.

N.J.A.C. 19:31-9.14 Appeals

This section provides for several appeal procedures, a discretionary informal hearing
process, a formal hearing process, and the option in the event of a contested case, that the
Authority retain the matter for a hearing or transmit the matter for a hearing before the Office of

Administrative Law.

N.J.A.C. 19:31-9.1 Severability

This section states that if any portion of this subchapter is adjudged unconstitutional or
invalid by a court of competent jurisdiction, the remaining portions of the subchapter are
severable and shall not be affected by that determination.

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

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

Social Impact

The proposed new subchapter implements a tax credit program for capital investment and
increased employment in targeted urban rail transit hubs to catalyze economic development in
those transit hubs. The program is intended to have a positive social impact by providing the
Authority a new economic development tool to attract capital investment and jobs to transit hubs
in municipalities that are eligible for urban aid and that have at least 30 percent of their real

property value exempt from property taxes.



Economic Impact

The proposed new subchapter implements a tax credit program that will assist the
Authority in encouraging businesses to make substantial capital investments in the State of New
Jersey and create and retain full-time jobs to be housed in those newly acquired facilities located
in urban transit hubs in eligible municipalities. The direct fiscal impact of the program cannot be
gauged with precision because of the number of future credit applications, the amount of
creditable capital investments, and the tax liability against which the credits could be applied are
not known. Nonetheless, it may be noted that there may be a small number of claimants, but that
each applicant may each receive a significant tax credit. This is based upon the stringent capital
investment and employment eligibility criteria for the credit. There will also be an indeterminate
indirect fiscal impact to the State to offset the direct cost of awarding the credits. The indirect
revenue gain would result from behavior induced by the tax credits, encompassing purchases by
businesses from their suppliers to spending by employees of all impacted firms, as well as
payments entering the State's economy from constructing the qualified facilities and benefits if
recipient businesses maintain their credit-induced jobs beyond the 10-year eligibility period of
the credit.

Businesses participating in the new program can expect to incur a cost to comply with the
reporting requirements. The certification of having met the capital investment and employment
requirements and the annual reports of employment during the eligibility period are required to

determine compliance with the terms and conditions of the program.
The Authority is proposing reasonable application fees and annual servicing fees to
recoup some of the administrative costs in processing applications and monitoring the

compliance of projects with program requirements.

Federal Standards Statement

A Federal standards analysis is not required because the proposed new rules are not
subject to any Federal requirements or standards.



Jobs Impact

The Authority believes that the proposed new rules will result in retaining existing
private sector jobs and stimulating the creation of new private sector jobs in urban transit hubs,
as well as supporting job growth in the construction industry due to the capital investment

requirements of the program.

Agriculture Industry Impact

The proposed new rules will have no impact on the agriculture industry of the State of

New Jersey.

Requlatory Flexibility Statement

The proposed new rules do not impose reporting, recordkeeping, or other compliance
requirements on small business, as defined in the Regulatory Flexibility Act, N.J.S.A. 52:14B-16
et seq., because the Urban Transit Hub Tax Credit Program requires that a business house a
minimum of 250 full-time employees in a qualified business facility. Therefore, a regulatory

flexibility analysis is not required.

Smart Growth Impact

The proposed new rules are intended to achieve smart growth and implement the State

Development and Redevelopment Plan because program eligibility is restricted to urban areas.

Housing Affordability Impact

[TEXT TO FOLLOW]



Smart Growth Development Impact

[TEXT TO FOLLOW]

Full text of the proposed new rules follows:

SUBCHAPTER 9. URBAN TRANSIT HUB TAX CREDIT PROGRAM

19:31-9.1 Applicability and scope

These rules are promulgated by the New Jersey Economic Development Authority (the
"Authority") to implement the Urban Transit Hub Tax Credit Act, P.L. 2007, c. 346 (the "Act").
The Act establishes a tax credit program for capital investment and increased employment in
targeted urban rail transit hubs to catalyze economic development in those transit hubs. The Act
further provides that the Urban Transit Hub Tax Credit Program (the "program”) is to be
administered by the New Jersey Economic Development Authority and that the Authority
consult with the Director of the Division of Taxation in the Department of the Treasury when
adopting rules for the program. The program provides that businesses making at least $75
million in new capital investments in a qualified business facility in an "urban transit hub™ and
employing at least 250 full-time employees at that facility may be eligible for tax credits in order
to catalyze economic development in those urban areas. Businesses may apply for the tax credits
by January 13, 2013 and satisfy the capital investment and employment conditions for award of
the credits by January 13, 2016, subject to the rules in this subchapter. The tax credits are equal
to 100 percent of the claimants' qualified capital investments made, and taxpayers may apply 10
percent of the total credit amount per year over a 10-year period against their corporation
business tax, insurance premiums tax or gross income tax liability. Tenants in qualified business
facilities may also receive tax credits, if they occupy space in a qualified business facility that
proportionally represents at least $25 million of the capital investment in the facility and employ
at least 250 full-time employees in that facility. The tax credits are reduced or forfeited if certain
facility and statewide employment levels are not maintained. The program is limited to
municipalities that are eligible for urban aid, that have a least 30 percent of their real property



value exempt from property taxes, and that have a specified commuter rail station, excluding any

rail station located at an international airport and all light rail stations.

19:31-9.2 Definitions

The following words and terms, when used in this subchapter, shall have the following

meanings, unless the context clearly indicates otherwise.

“Acquisition” means the purchase of a qualified business facility between unrelated parties
pursuant to an arm's length transaction. The value of the land shall be appraised as vacant and
subtracted from the purchase price to determine the amount of the capital improvement. If the
acquisition is of a facility that existed prior to the January 13, 2008 effective date of the Act, the
buyer shall undertake capital investments of a value not less than 50 percent of the total cost to

acquire the facility in order for the acquisition of such facility to be included in this program.

“Act” means the Urban Transit Hub Tax Credit Act, P.L. 2007, c. 346.

“Affiliate” means an entity that directly or indirectly controls or is controlled by the business.
Evidence of such control shall include whether the entity is a member of a controlled group of
corporations as defined pursuant to Section 1563 of the Internal Revenue Code of 1986, as
amended, 26 U.S.C. 81563 or the entity being an organization in a group of organizations under
common control as defined in Section 414(b) or (c) of the Internal Revenue Code of 1986, as
amended, 26 U.S.C. 8414(b), (c). An affiliate is an entity that contributes to meeting either the

capital investment or employment requirements or both for the project.

“Agreement” or “project agreement” means an agreement between a business and the
Authority that sets the forecasted schedule for completion and occupancy of the project, the date
the 10-year eligibility period is scheduled to commence, the estimated amount of tax credits, and

other such provisions which further the purposes of P.L. 2007, c. 346.

“Authority” means the New Jersey Economic Development Authority.



“Board” means the Board of the New Jersey Economic Development Authority.

“Business” means a corporation that is subject to the tax imposed pursuant to section 5 of
P.L. 1945, c. 162 (N.J.S.A. 54:10A-5), a corporation that is subject to the tax imposed pursuant
to sections 2 and 3 of P.L. 1945, c. 132 (N.J.S.A. 54:18A-2 and 54:18A-3), section 1 of P.L.
1950, c. 231 (N.J.S.A. 17:32-15) or N.J.S.A. 17B:23-5, or is an entity classified as a partnership
for Federal income tax purposes. If a business is using an affiliate to satisfy the employment or
capital investment requirements, or both of the program, a business shall include such affiliate or
affiliates. For purposes of identifying full-time employees of a business, any such employees
hired by or taxes paid by a professional employer organization (PEO) with which the business

has entered into an employee leasing agreement shall be allocable to the business.

“Capital investment” in commercial development means the site preparation and
construction, repair, renovation, improvement, equipping, or furnishing of a building, structure,
facility or improvement to real property. Capital investment includes 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, site-related utility and transportation
infrastructure improvements, plantings or other environmental components required to attain the
level of silver rating or above in the LEED (R) building rating system, except that it does not
include soft costs such as financing and design, furniture or decorative items such as artwork or
plants, or office equipment with a useful life of under five years. (The United States Green
Building Council has developed the Leadership in Energy & Environmental Design (LEED)
Green Building Rating System for measuring the energy efficiency and environmental
sustainability of buildings. The LEED Rating System is a third party certification program and
the nationally accepted benchmark for the design, construction and operation of high
performance buildings.) Also included is remediation of the qualified business facility site, but
only to the extent that such remediation has not received financial assistance from any other
Federal, State, or local funding source. In residential development, only core and shell elements
of the project shall constitute capital investment, for example all finishes, furnishings, plumbing
and lighting fixtures, and tenant amenities shall be excluded. With respect to both commercial



and residential development, to be included the capital investment must be undertaken after the
January 13, 2008 effective date of the Act and completed by the eighth anniversary of that date.
To be considered, the project consisting of construction of a new building shall not have
progressed beyond site preparation prior to January 13, 2008; the project consisting of
acquisition of an existing building shall not have closed title prior to January 13, 2008; and the
project consisting of renovation or reconstruction of an existing building shall not have

commenced construction prior to January 13, 2008.

“Eligibility period” means the 10-year period in which a business may claim an urban transit
hub tax credit, beginning with the tax period in which the Authority accepts the certification of

the business that it has met the investment capital and employment qualifications of the program.

“Eligible municipality” means a municipality: which qualifies for State aid pursuant to P.L.
1978, c. 14 (N.J.A.C. 52:27D-178 et. seq.) or which was continued to be a qualified municipality
thereunder pursuant to P.L. 2007, ¢. 111; and in which 30 percent or more of the value of real
property is exempt from local property taxation. The percentage of exempt property shall be
calculated by dividing the total exempt value by the sum of the net valuation, which is taxable
and that which is tax exempt. For State fiscal year 2008, the eligible municipalities are: Camden,
East Orange, Elizabeth, Jersey City, Newark, New Brunswick, Paterson, Trenton and Hoboken.
For subsequent State fiscal years, the Authority, after consultation of the Department of

Community Affairs, shall annually publish at www.newjerseybusiness.gov a notice listing the

eligible municipalities.

“Full-time employee” means a person employed by the business for consideration for at least
35 hours a week, or who renders any other standard of service generally accepted by custom or
practice as full-time employment and whose wages are subject to withholding as provided in the
New Jersey Gross Income Tax Act, N.J.S.A. 54A:1-1 et seq., or who is a partner of a business
who works for the partnership for at least 35 hours a week, or who renders any other standard of
service generally accepted by custom or practice as determined by the Authority as full-time
employment, and whose distributive share of income, gain, loss, or deduction, or whose

guaranteed payments, or any combination thereof is subject to the payment of estimated taxes, as



provided in the New Jersey Gross Income Tax Act, N.J.S.A. 54A:1-1 et seq. "Full-time
employee” shall not include any person who works as an independent contractor or on a

consulting basis for the business.

“Leasable area” means rentable area of the building as calculated pursuant to the measuring
standards of the project. This standard will be defined in the lease for tenant applicants. The
rentable area measures the tenant's pro rata portion of the entire office floor, including public
corridors, restrooms, janitor closets, utility closets and machine rooms used in common with
other tenants, but excluding elements of the building that penetrate through the floor to areas
below. The rentable area of a floor is fixed for the life of a building and is not affected by

changes in corridor sizes or configuration..

“Light rail station” is a location where passengers board or alight River Line Light Rail, the
Hudson-Bergen Light Rail, the Newark Light Rail services, or any other light rail service in the
State of New Jersey. Light rail is a transit mode with a lighter volume traffic capacity compared
to commuter rail service and characterized by lighter vehicles operating in one or two-car trains
on fixed rails, powered by electric or diesel, and not regulated by the Federal Railroad
Administration unless covered by a waiver for shared-use operation of freight and light rail

passenger service.

“Net leasable area” means the usable area or actual occupiable area of a building, a floor or
an office suite. The amount of usable area can vary over the life of a building as corridors expand
and contract and as floors are remodeled, and thus is not fixed for the life of a building as would

be the case with leasable area.

“New full-time position” means a position created by the business at the qualified business
facility that did not previously exist in this State. New full time position shall also include new
full-time positions that a business creates after receipt of approval pursuant to N.J.A.C.19:31-97

that are transferred to the qualified business facility upon completion thereof.

“Partnership” means an entity classified as a partnership for Federal income tax purposes.



“Program” means the Urban Transit Hub Tax Credit Program created pursuant to P.L. 2007,

c. 346 and provided in this subchapter.

“Project” or “hub project” means employment by the business of a minimum of 250 full-time
employees at a facility that meets the capital investment criteria of the Act in a qualified business

facility located within a designated urban transit hub in an eligible municipality.

“Qualified business facility” means any building, complex of buildings or structural
components of buildings, and all machinery and equipment as defined under capital investment,
located within a designated urban transit hub in an eligible municipality, used in connection with

the operation of a business.

“Rail station” shall include a rail station of the New Jersey Transit Corporation, Port
Authority Transit Corporation or Port Authority Trans-Hudson Corporation, but shall not include

any rail station located at an international airport or any light rail station.

“Site preparation” means the clearing, excavation, or removal of existing buildings,
structures, vegetation, or facilities, and the site grading or other earthwork, which is necessary

for the construction of a qualified business facility.

"Tax accounting period” or “tax privilege period” or “tax period” shall mean tax year for
purposes of this chapter.

“Urban transit hub” means property located within a 1/2 mile radius surrounding the mid
point of a New Jersey Transit Corporation, Port Authority Transit Corporation or Port Authority
Trans-Hudson Corporation rail station platform area, delineated by the Authority pursuant to
subsection e. of section 3 of P.L. 2007, c. 346 (N.J.S.A. 34:1B-3e). A property which is partially
included within the radius shall only be considered part of the hub if over 50 percent of its land
area falls within the radius. In the case of a rail station with multiple rail lines, a separate
midpoint shall he determined for each such rail line. Once the hubs have been delineated, the



Authority will post eligible rail stations and corresponding midpoints on the website at
www.newjerseybusiness.gov. The posting will be updated if the eligible real stations change and

to reflect changes in station midpoints.

“Urban transit hub tax credit” or “tax credit” means the tax credit permitted under P.L. 2007,
c. 346 and this subchapter, which may be applied against the tax liability otherwise due for
corporation business tax, insurance premiums tax or gross income tax pursuant to section 5 of
P.L. 1945, c. 162 (N.J.S.A. 54:10A-5), pursuant to sections 2 and 3 of P.L. 1945, c. 132
(N.J.S.A. 54:18A-2 and 54:18A-3), pursuant to section 1 of P.L. 1950, c. 231 (N.J.S.A. 17:32-
15), pursuant to N.J.S.A. 17B:23-5, or pursuant to the New Jersey Gross Income Tax Act,
N.J.S.A. 54A:1-1 et seq.

19:31-9.3 Eligibility criteria

(a) To qualify for the tax credit, a business shall enter into a project agreement with the

Authority to undertake a project as follows:

1. If the business is other than a tenant, the business shall:

i. Make or acquire capital investments, or in a mixed-use facility capital and residential
capital investments totaling not less than $75,000,000 in a qualified business facility. The capital
improvements of the owner may include any tenant allowance provided by the owner in the lease
and any tenant improvements funded by a tenant(s), provided that the owner so indicate in his
application or certification and further provided that such tenant allowance or tenant
improvements meet the definition of capital investment; and

ii. Employ not fewer than 250 full-time employees at the qualified business facility.

2. If the business is a tenant in a qualified business facility:

i. The owner of the qualified business facility shall make or acquire capital investments, or in



a mixed-use facility capital and residential capital investments in the facility totaling not less
than $75,000,000. The capital improvements of the owner may include any tenant allowance
provided by the owner in the lease and any tenant improvements funded by a tenant(s) provided
that the owner so indicate in his application or certification and further provided that such tenant

allowance or tenant improvements meet the definition of capital investment;

ii. The tenant shall occupy a leased area of the qualified business facility that represents at
least $25,000,000 of the capital investment in the facility;

iii. The tenant business shall employ not fewer than 250 full-time employees at the qualified

business facility; and

iv. The business shall lease the qualified business facility for a term of not less than 10 years.

(b) In order to determine whether the tenant's leasable area of the qualified business facility
satisfies the capital investment eligibility threshold, the Authority shall multiply the owner’s
capital investment by the fraction the numerator of which is the leased net leasable area and the
denominator of which is the total net leaseable area.

(c) Full-time employment for an accounting or privilege period shall be determined as the

average of the monthly full-time employment for the period.

(d) A business that acquires a qualified business facility shall also be deemed to have
acquired the capital investment made or acquired by the seller. Any right by the seller to the tax
credits terminates upon sale of the qualified business facility and such tax credits may not be

transferred to the buyer.

(e) Because a business may include an affiliate or affiliates, the capital investment and
employment requirements may be met by the business or by one or more of its affiliates, and the
entity satisfying the capital investment requirement does not need to be the same as the entity
satisfying the employment requirement.



(f) A business shall be treated as owner of a qualified business facility if it holds title to the
facility, whether it ground leases the land underlying the facility for at least 50 years or holds

title to the land underlying the facility.

(9) In order to meet the employment eligibility requirement, the 250 full-time employees

shall be new to the site of the qualified business facility.

19:31-9.4 Restrictions

(@) A business shall not be allowed urban transit hub tax credits if:

1. The business participates in a Business Employment Incentive Program grant pursuant to
P.L. 1996, c. 26 (N.J.S.A. 34:1B-124 et seq.) relating to the same capital investment, employees,

and site that qualify the business for urban transit hub tax credits;

2. The business receives assistance from the Business Retention and Relocation Assistance
Grant Program pursuant to P.L. 1996, c. 25 (N.J.S.A. 34:1B-112 et seq.) for the same employees
and site that qualify the business for urban transit hub tax credits; or

3. The business is a casino as defined by licensee as pursuant to section 33 of P.L. 1977, c.
110 (N.J.S.A. 5:12-33).

(b) A business that is allowed a tax credit under this section shall not be eligible for
incentives authorized by the Municipal Rehabilitation and Economic Recovery Act pursuant to
P.L. 2002, c. 43 (N.J.S.A. 52:27BBB-1 et seq.).

(c) Capital investments in a qualified business facility must be incurred after the effective
date of P.L. 2007, c. 346, which is January 13, 2008, but before the end of the eighth-year after
the effective date, and thus, before the end of 2016. This eighth year limit is expected to afford
businesses applying toward the end of the five-year application period at least three years to



complete the project.

(d) If a business participating in a Business Employment Incentive Program grant or
receiving assistance from the Business Retention and Relocation Assistance Grant Program
seeks to qualify for urban transit hub tax credits for the same capital investment, employees, and
site, it shall first repay and terminate assistance pursuant to the rules governing the Business
Employment Incentive Program or Business Retention and Relocation Assistance Grant
Program, as applicable.

19:31-9.5 Application submission requirements

(a) Each application to the Authority made by an owner or a tenant shall include the

following information in an application format prescribed by the Authority:

1. Business information, including information on all affiliates contributing either full-time

employees or capital investment or both to the project, shall include the following:

i. The name of the business;

ii. The contact information of the business;

iii. Prospective future address of the business (if different);

iv. The type of the business;

v. Principal products and services and three-digit North American Industry Classification

System number;

vi. The New Jersey tax identification number;

vii. The Federal tax identification number;



viii. The total number of employees in New Jersey;

iX. The total list of New Jersey operations;

x. Certification that the business applying for the program is not in default with any other

program administered by the State of New Jersey;

xi. Disclosure of legal matters in accordance with the Authority debarment and
disqualification rules at N.J.A.C. 12A:4-12;

xii. Submission of a tax clearance certificate, pursuant to P.L. 2007, c. 101;

xiii. A list of all the development subsidies, as defined by P.L. 2007, c. 200, that the applicant
IS requesting or receiving, the name of the granting body, the value of each development subsidy,
and the aggregate value of all development subsidies requested or received. Examples of
development subsidizes are tax benefits from programs authorized under P.L. 2004, c. 65; P.L.
1996, c. 26; and P.L. 2002, c. 43;

xiv. In the event that the business is a partnership and chooses to allocate the amount of
credit other than as a proportion of the owners’ distributive share of income or gain of the
partnership, the business shall provide an agreement that sets forth the allocation among the
owners which at minimum must conform with N.J.A.C. 19:31-9.8(b)11. This agreement will be
submitted to the Director of the Division of Taxation in the Department of Treasury by such time

and with such information as the Director may require, and

xv. Any other necessary and relevant information as determined by the Authority for a

specific application;

2. Project information shall include the following:



i. An overall description of the proposed project;

ii. A description of the capital investments planned by the business, if other than a tenant at
the proposed qualified business facility, or, if the business is a tenant, represented by the leased

area of the business, at the proposed qualified business facility;

iii. The estimated value of the capital investment;

iv. Identification of the site of the proposed qualified business facility, including the block
and lot of the site as indicated upon the local tax map and evidence that the site is located wholly
or partially (over 50 percent) within an urban transit hub in the form of a survey or other

documentation acceptable to the Authority;

v. A project schedule that identifies projected move dates for the proposed qualified business

facility;

vi. A schedule of short-term and long-term employment projections of the business in the
State taking into account the proposed project;

vii. The terms of any lease agreements (including, but not limited to, information showing
net leasable area by the business if a tenant and total net leasable area; or if the business is an
owner, information showing net leasable area not leased to tenants and total net leasable area)
and/or details of the purchase or building of the proposed project facility;

viii. The total number of anticipated new full-time positions that would be created in New
Jersey and occupy the qualified business facility and the total number of full-time employees that
would occupy the qualified business facility, and the distribution of such totals identified by

business entity; and

iX. Any other necessary and relevant information as determined by the Authority for a
specific application; and



3. Employee information shall include the following:

i. A written certification that the employees that are the subject of this application are full-
time employees as defined in this chapter and are subject to withholding as provided in the New
Jersey Gross Income Tax Act;

ii. The average annual wage and benefit rates of full-time employees and new full-time

positions that would occupy the qualified business facility;

iii. Evidence that the applicant has provided the application information required by the State

Treasurer for a development subsidy such as the tax credits, pursuant to P.L. 2007, c. 200; and

iv. Any other necessary and relevant information as determined by the Authority for a

specific application.

(b) A developer may apply to have a building approved as a qualified business facility by
submitting the information required pursuant to subsection (a)2i-ix of this section. Any tenant
seeking an approval of tax credits for a qualified business facility so approved will be required to

submit the information required pursuant to subsections (a)1, 2v-ix and 3 of this section.

(c) The business or developer applying to the program shall submit an application fee set
forth at N.J.A.C. 19:31-2.7

19:31-9.6 Application and servicing fees
(@) A business applying for benefits under this program shall submit the following one-time
non-refundable application fee, with payment in the form of a check, payable to the "New Jersey

Economic Development Authority™:

1. If a business is an owner of the proposed qualified business facility, the application fee is



$5,000; or

2. If a business is a tenant of the proposed qualified business facility, the application fee is
$2,500.

3. If a business is a developer of the proposed qualified business facility, the application fee
of $5,000.

(b) A business shall pay to the Authority an annual servicing fee, beginning the tax
accounting or privilege period in which the Authority accepts the certification that the business
has met the investment capital and employment qualifications, and for the duration of the
eligibility period. The annual servicing fee shall be paid to the Authority by the business at the
time the business submits information to the Authority required for an annual review of full-time
employment at the qualified business facility. The annual servicing fee shall be .25 percent of the
amount of tax credit taken for each tax accounting or privilege period of the business. If the
tenant or owner is a business engaged in financial services, life sciences and technology,
communications, logistics, renewable energy and manufacturing, this fee shall not exceed

$40,000 per year, as adjusted pursuant to the consumer price index.

19:31-9.7 Review of application and certification of project completion

(a) A business may apply for tax credits within five years after January 13, 2008, the
effective date of the Act (that is, by January 13, 2013). The application is a two-stage process,
with the first being the application for eligibility of a hub project, and the second being a
certification by the business within the timeframe of (d) below evidencing completion of the
project and satisfaction of the conditions for award of the hub tax credits. A developer may apply
to have a building approved as a qualified business facility within five years after January 13,
2008, the effective date of the Act (that is, by January 13, 2013). Any tenant seeking an approval
of tax credits for a qualified business facility so approved may apply after this date provided its

application and certification are received by the date set forth in subsection (d)3 hereof.



(b) The Authority shall conduct a review of the applications commencing with the
application bearing the earliest submission date. The Authority may require the submission of
additional information to complete the application or may require the resubmission of the entire

application, if incomplete. The review will determine whether the applicant:

1. Complies with the eligibility criteria;

2. Satisfies the submission requirements; and

3. Adequately provides information for the subject application.

(c) Upon completion of the review of an application pursuant to (b) above, and receipt of a
recommendation from Authority staff on the application, the Board shall determine whether or
not to approve the application and promptly notify the applicant and the Director of the Division

of Taxation of the determination.

1. If the application is approved, the project approval is subject to the terms and conditions of
the project agreement, and any benefits under the program are subject to the completion of the
project and satisfaction of the investment capital and employment qualifications required for the

urban transit hub tax credits.

2. In the approval notice to the business, the Authority shall set a date by which its approval

will expire.

(d) Upon completion of the investment capital and employment requirements of the program,
the business shall submit a certification of a certified public accountant to the Authority
evidencing that it has satisfied such investment capital and employment requirements, and is

therefore eligible to be awarded the tax credits.

1. The certification with respect to the capital investment shall define the amount of the

benefit and shall not be increased regardless of additional capital investment in the qualified



business facility.

2. In general, this certification shall be submitted to the Authority no later than five years

after execution of the project agreement.

3. For project applications approved in the fifth year that the Act is in effect, the certification
shall be submitted no later than eight years after the effective date of the Act (that is, by January
13, 2016). For developer applications approved in the fifth year that the Act is in effect, any
tenant’s application and certification relating to a qualified business facility so approved shall be
submitted no later than eight years after the effective date of the Act (that is, by January 13,
2016).

4. The Authority may seek additional information from the business and or information from
the Department of Labor and Workforce Development to support the certification.

(e) Once the Authority accepts the certification of the business that it has satisfied the capital
investment and employment requirements of program, it shall notify the business, notify the
Director of the Division of Taxation, and issue a tax credit certificate to the business.

19:31-9.8 Project agreement

(a) Within one year following application approval by the Authority, all applicants shall
execute a project agreement to establish the terms and conditions of the tax credits.

(b) The project agreement shall include, but not be limited to, the following terms and

conditions as determined by the Authority:

1. Terms establishing the starting date, or event that will determine the starting date and

ending date, of the eligibility period;

2. An agreement by the applicant that the applicable statute of limitations for the collection



and assessment of corporation business tax, insurance premiums tax, and gross income tax will

be extended to the duration of the eligibility period;

3. Requirements and time period for undertaking the project;

4. Representations pertaining to the capital investment for the project;

5. Requirements for maintaining full-time employees and new full-time positions at the
qualified business facility and maintaining full-time employees in the business's Statewide

workforce;

6. Representations that the business is in good standing, the project complies with all
applicable law, and specifically, that the project complies with the Authority's prevailing wage
requirements (P.L. 2002, c. 78; N.J.S.A. 52:27C-73.1; and N.J.A.C. 19:31-3) and the project

does not violate any environmental law;

7. Indemnification and insurance requirements;

8. Limitations on the award of tax credits;

9. In the event that the Board has approved an application for a business using one or more
affiliates in order to satisfy the employment and or capital investment requirements of the
program, an agreement by the business to notify the Authority and the Division at least 30 days
prior to date of filing relating to each tax accounting or privilege period the proposed allocation
of tax credits by the business. Any affiliate that receives an allocation must have contributed
either capital improvements or employees to the business facility. In the event the business
allocates to an affiliate that was not included in the business’s initial application, the business
shall submit the name of the affiliate and the information required pursuant to N.J.A.C. 19:31-
9.5(a)1vi-xv to the Authority staff at least 30 days prior to the date of filing for its review. Upon
satisfactory review, the schedule to the project agreement that lists eligible affiliates shall be

amended;



10. Designation of the tax year in the event the business is using one or more affiliates in

order to satisfy the employment and or capital investment requirements of the program;

11. In the event that the business is a partnership and chooses to allocate the amount of credit
other than as a proportion of the owners’ distributive share of income or gain of the partnership,
the business shall notify the Authority and the Division at least 30 days prior to the date of filing

relating to each tax accounting or privilege period the proposed allocation of the tax credits;

12. Events that would trigger reduction and forfeiture of tax credit amounts;

13. Default and remedies; and

14. Reporting requirements, such as an annual report and an annual tax clearance certificate

issued by the Division of Taxation pursuant to P.L. 2007, c. 200.

19:31-9.9 Tax credit amount; application and allocation of the tax credit

(a) The amount of tax credit allowed shall be equal to the capital investment made by the
business or the capital investment represented by the business' leased area, subject to any

reduction or disqualification provided in the Act, this subchapter, or the project agreement.

(1) If the owner uses space in a qualified business facility, in order to determine the amount
of the owner’s capital investment that will be attributed toward the amount of its tax credit, the
Authority shall multiply the owner’s capital investment by a fraction, the numerator of which is
the net leaseable area of the qualified business facility not leased to tenants and the denominator
of which is the total net leaseable area. For purposes of this calculation, unless the business that
owns or operates the residential space qualifies under N.J.A.C. 19:31-9.3, residential space

leased or offered for lease or sale shall not be included in the numerator.

(2) In order to determine the amount of the tenant’s capital investment that will be attributed



toward the amount of its tax credits, the Authority shall add the amount of capital improvements
that results from the calculation in N.J.A.C. 19:31-9.3(b) to any tenant allowance provided by the
owner in the lease and any tenant improvements funded by a tenant, provided that the owner has
not included such tenant allowance or tenant improvements in its calculation of capital
improvements and further provided that such tenant allowance or tenant improvements meet the

definition of capital investment.

(b) For the 10 consecutive years following the satisfaction of the investment capital and
employment requirements of the program to be awarded the tax credit, a business may apply 10
percent of the total credit amount per each tax accounting or privilege period.

(c) A business that is a partnership shall not be allowed a credit under this program directly,
but the amount of credit of any owner of a business shall be determined by allocating to each
owner of the partnership that proportion of the credit of the business that is equal to the owner of
the partnership's share, whether or not distributed, of the total distributive income or gain of the
partnership for its tax period ending within or with the owner's tax period, or that proportion that
is allocated by an agreement, if any, among the owners of the partnership that has been provided
to the Director of the Division of Taxation in the Department of the Treasury pursuant to
N.J.A.C. 19:31-9.5(a)xiv.

19:31-9.10 Reduction and forfeiture of tax credits
() Unless excepted pursuant to (a)2 below, the amount of the credit otherwise determined
pursuant to final calculation of the award of tax credits shall be reduced by 20 percent for that tax

period if:

1. Fewer than 200 full-time employees of the business at the qualified business facility are

employed in new full-time positions in any tax period.

i. This reduction will remain for each subsequent tax period until the first period for which
documentation demonstrating the restoration of the 200 full-time employees employed in new



full-time positions at the qualified business facility has been reviewed and approved by the
Authority.

ii. Once documentation restoring the 200 full-time positions has been approved, for the

current tax period and each subsequent tax period the full amount of the credit shall be allowed.

2. There shall be no reduction if a business relocates to an urban transit hub from another

location or locations in the same municipality.

(b) If, in any tax period, the business reduces the total number of full-time employees in its
Statewide workforce by more than 10 percent from the number of full-time employees in its
Statewide workforce in the last tax accounting or privilege period prior to January 13, 2008,
which is the effective date of P.L. 2007, c. 346, or in the last tax accounting or privilege period
prior to the credit amount being approved, whichever is greater, then the business shall forfeit its
credit amount for that tax period and each subsequent tax period, until the first tax period for
which documentation demonstrating the restoration of the business' Statewide workforce to the
threshold levels required by this subsection has been reviewed and approved by the Authority,
for which tax period and each subsequent tax period the full amount of the credit shall be
allowed. For purposes of this section, “business” shall include any affiliate that has contributed
to the capital investment, received the tax credit or contributed to the 250 full time employees at

the qualified business facility.

(c) If, in any tax period, the number of full-time employees employed by the business at the
qualified business facility drops below 250, then the business shall forfeit its credit amount for
that tax period and each subsequent tax period, until the first tax period of which documentation
demonstrating the restoration of the number of full-time employees employed by the business at
the qualified business facility to 250 has been reviewed and approved by the Authority, for

which tax period and each subsequent tax period the full amount of the credit shall be allowed.

(d) The tax credit amount shall be forfeited in the event of sale of the qualified business
facility or sublease of the business's tenancy as follows:



1. If the qualified business facility is sold in whole or in part during the 10-year eligibility
period, the new owner shall not acquire the capital investment of the seller and the seller shall
forfeit all credits for the tax period in which the sale occurs and all subsequent tax periods,
except that any credits of tenants shall remain unaffected. The new owner may not apply for tax
credits based upon the seller's capital investment. If the business merges with or consolidates
with another entity, and the surviving, resulting or transferee entity assumes in writing the
obligations of the business under the project agreement, the surviving, resulting or transferee

entity shall not be considered the new owner.

2. If a tenant subleases its tenancy in whole or in part during the 10-year eligibility period,
the sublessee shall not acquire the credit of the sublessor, and the sublessor tenant shall forfeit all
credits for the tax period of its sublease and all subsequent tax periods, except that if the
sublessor tenant retains sufficient capital investment and employment to remain eligible for the
program, the forfeiture shall affect only the credits attributable to the subleased portion of the

facility.

19:31-9.11 Reporting requirements

(a) During the term of the project agreement, the business shall furnish to the Authority a
certified report in a format as may be determined by the Authority, which shall contain the

following information:

1. A certification indicating whether or not the business is aware of any condition, event or
act which constitutes a default or an event of default of the project agreement, of which would
constitute an event of default with the giving of notice or passage time, or both, under the project

agreement;

2. Prior to the submission of the certificate that the project is complete and the business has
satisfied the capital investment and employment requirements for the award of credit, a written
description of the present status of construction of the qualified business facility, a description of



any anticipated material change in the project or in the number of full-time employees and new
full-time positions employed at the qualified business facility, and information on any
anticipated change in the identity of the entities comprising the business elected to claim all or a

portion of the credit; and

3. After the submission of the certificate that the project is complete and that the business has
satisfied the capital investment and employment requirements for the award of credit, the number
of full-time employees and new full-time positions employed at the qualified business facility,
the number pertaining to the business's Statewide employment, and information on any change
or anticipated change in the identity of the entities comprising the business elected to claim all or

a portion of the credit.

(b) The certified report required under (a)2 above is due 30 days prior to each anniversary of
the date the business has executed the project agreement. The certified report required under (a)3
above is due 30 days prior to each anniversary of the date the business has been issued a tax

credit certificate.

(c) Failure to submit a copy of its annual report or submission of the annual report without
the information required above, may result in forfeiture of any tax credits to be received by the
business and the recapture of any tax credits issued to the business unless the Authority
determines that there are extenuating circumstances excusing the business from the timely filing

required.

(d) The project agreement may provide for additional reporting requirements.

(e) The Authority shall prepare and transmit to the Governor and the Legislature on or before
November 1st of each year, a report concerning the impact of the program on employment in

urban transit hubs.

19:31-9.12 Events of default



(a) The occurrence of any one or more of the following events (whether such event shall be
voluntary or involuntary or come about or be effected by operation of law or pursuant to or in
compliance with any judgment, decree or order of any court or any order, rule or regulation of
any administrative or governmental body) shall constitute an "event of default” under the project

agreement:

1. The business fails to strictly observe or comply with the limitations and conditions of the
use of the tax credits as set forth in this subchapter, the tax credit certificate and the project

agreement;

2. Any representation or warranty made by the business in its application or in the project

agreement that is false, misleading, or inaccurate in any material respect; or

3. The business fails to serve or perform in any other material respect any other term,
covenant or condition of the business under the project agreement and this subchapter and such
failure shall have continued for 30 days after the earlier of delivery to the business of written
notice thereof from the Authority or the business's actual or constructive knowledge of such
failure; provided, however, that if such failure is capable of cure, but cannot be cured by the
payment of money or by diligent efforts within such 30-day period, but diligent efforts are
properly commenced within the cure period and business is diligently pursuing, and shall
continue to pursue diligently, remedy of such failure, the cure period shall be extended for an
additional period of time, not to exceed an additional 45 days and in no case to extend beyond
the expiration of the project agreement. Violations of the "events of default™ provision of the
project agreement shall be cause for immediate termination of the tax credit certificate as

provided by law and repayment of State tax.
19:31-9.13 Remedies
(a) Upon the occurrence of any event of default as described in N.J.A.C. 19:31-9.12 and the

project agreement, the Authority may, so long as such event of default is continuing, do one or
more of the following as the Authority in its sole discretion shall determine, without limiting any



other right or remedy the Authority may have on account of such event of default:

1. The Authority may require the surrender by the business to the Authority of the tax credit

certificate for suspension or cancellation; and/or

2. The Authority may exercise any other right or remedy that may be available under

applicable law or under the project agreement, including, without limitation:

I. Recapturing all or a portion of the tax credits (for example, if a representation of the
business is false, misleading, or inaccurate in any material respect) by notifying the Director of
the Division of Taxation, who shall issue a recapture assessment which shall be based upon the
proportional value of the tax credits that corresponds to the amount and period of

noncompliance;

ii. Recovering damages for loss of a bargain for any default during the eligibility period;

ili. Terminating the project agreement; or

iv. Proceeding by appropriate court action (legal or equitable) to enforce the terms of the

project agreement.

(b) The rights and remedies of the Authority under this subchapter and the project agreement
shall be cumulative and shall not exclude any other rights and remedies of the Authority allowed

by law with respect to any event of default under this subchapter or the project agreement.

19:31-9.14 Appeals

() The procedure for an appeal of the Authority's action on an application to the program
shall be as follows. An applicant may appeal the Authority's action on an application to the
program by submitting in writing to the Authority, within 30 days from the date of the
Authority's action, an explanation as to how the applicant has met the program criteria and may



also request an informal hearing. In the event the application is reconsidered as eligible for the
program, such application shall be presented for action to the Board.

(b) In the event of an adverse decision after an informal hearing under (a) above, or if a
business determines not to seek an informal hearing, and providing further, that the dispute or
controversy is a contested case, as defined in N.J.S.A. 52:14B-2(b), a business may request,
within 45 days of the written decision resulting from the informal hearing or the determination of

the Authority if any informal hearing is not sought, a formal hearing.

(c) Upon filing of the initial pleading in a contested case, the Authority may either retain the
matter for hearing directly or transmit the matter for hearing before the Office of Administrative
Law. Such hearings shall be governed by the provisions of the Administrative Procedure Act,
N.J.S.A. 52:14B-1 et seq. and 52:14F-1 et seq., and the Uniform Administrative Procedure
Rules, N.J.A.C. 1:1.

(d) Every determination of a dispute or controversy arising from this subchapter by the
Authority, constituting final agency action by the Authority, shall be embodied in a written
decision, which shall set forth findings of fact and conclusions of law pursuant to the applicable
rules of the Office of Administrative Law.

19:31-9.15 Severability

If any section, subsection, provision, clause, or portion of this subchapter is adjudged

unconstitutional or invalid by a court of competent jurisdiction, the remaining portions of this

subchapter shall not be affected thereby.



New Jekscy ECONOMIC DEVELOPMENT AUTHORITY

MEMORANDUM

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

Recommendation to Make Siructural Correction in Fees on EDA Loan and

RE:

Guarantee Products and the Business Employment Incentive Program (BEIP)
DATE: September 9, 2008
Request:

The Members are requested to approve structural corrections in fees for our various loan,
guarantee and incentive programs. These changes will enhance EDA’s capacity to provide
services that support business development and encourage job creation and community
revitalization throughout the State. This initiative was reviewed by the EDA Policy Committee
at the meeting of July 24, 2008. The specific program recommendations are outlined below and

in the attached exhibits.

Background:

In 2007, staff first met with the Policy Commuttee of the Board to consider reconmmendations for
changes to our product pricing levels. At the request of the committee, staff has spent further
time reviewing our existing programs and conducting research to compare our fees with those of
several outside programs. Based on this analysis, we now propose changes to the current fee
structures of various loan, guarantee and incentive programs.

As background to our recommendations to follow, EDA research has found that while the
mumber, size, and exposure risk of the EDA loan and guarantee portfolio as well as the
complexity to administer same has increased significantly over the years, EDA has not
restructured fees on most of our loan programs, some dating back to our inception in 1974,
Additionally, coupling EDA’s lowered rates with increased exposure risk and operational
expenses, and loan fees unchanged over the years, 1t became apparent that current fee revenue

did not cover our true cost of business.
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Concurrently, EDA Business Development input from customers indicates a willingness and
ability to pay higher fees for a number of our programs to betier reflect the market value derived
from these programs. Other programs, specificaily those targeted to our small business segment,
are highly price elastic. We do not recommend restructuring fees for these customers.

From a competitive perspective, we have also noticed that other States are either beginning to
restructure their loan program fees, or their fees are already substantially higher than those of the
EDA. (Exhibit 1 1n the Appendix illustrates some examples of how other States are setting or

changing their comparable loan fees),

From a customer usage standpoint, as we have added new programs inio our portfolio over the
years, our fee structure has become increasingly complex and divergent, with some programs
charging percentage fees for various fee elements, others charging straight dollar amounts. A
corollary of this exercise is therefore to standardize and streamline our fee structure for our

CUstomers.
In April 2008, the EDA took action to reduce interest rate floors by 100 basis points on several
loan and guarantee programs. Although we are recommending changes to the fee structure, our

products will remain cost beneficial to our customers. The new APR (Interest rate + Proposed
fees) is stili considerably lower thap the interest rate floor prior to the reduction.

{(Reference: Table 2).

Lastly, we are also recommending changes to the BEIP fees, in line with internal analysis and
external stakeholder feedback.

Recommendations:

Recommendation 1: Restructure EDA Loan and Guarantee fees

In order to map efficiently to the market and competitive environment, and align with inherent
program Operational costs, we propose restructuring a number of the major fee components of
our loan and guaraniee programs. Table 1 below summarizes the general families of changes
along with the rationale for same while Exhibit 2 provides the specific change proposal data in
detail. This exhibit also includes, on a per program basis, examples of what the new fee structure
could cost the customer and shows the differences from current.

{Note that the changes recommended in this memo relate only to the major fee components of
EDA loan and guarantee programs — specifically, application fees, commitment fees, closing
fees, and guarantee fees. The secondary administrative fee elements — including extension fees,
modification fees, and late fees are currently being reviewed and may be addressed in a later

memo. )

In general, EDA s recommending to change program application fees from $500 10 $1000, and
modifying the other major fee components (Commitment, Closing, Guarantee) to 0.875% of loan
amounts, from a typical 0.5% at present. Exceptions are the bank pariner/participation programs
(New Jersey Business Growth Fund, Preferred Lender Program, Statewide Loan Pool) where
market and partner conditions will not support these alterations, the Edison portfolio of products,
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