ECONOMIC DEVELOPMENT AUTHORITY

19:31-3.1

SUBCHAPTER 3. DIRECT LOAN PROGRAM

19:31-3.1 Program description

(a) The Authority is empowered to make direct loans to
applicants which are unable to obtain funding from conven-
tional sources even with the help of an Authority guarantee.

(b) Except as otherwise provided in this subsection, direct
loans are available in a maximum amount of $1,250,000 for
fixed asset financing and $750,000 foxj working capital.

1. For the Smart Growth Pre-development Loan Pro-
gram, the maximum loan amount will be $1 million.

2. For the Brownfields Redevelopment Loan Program,
the maximum loan amount will be $750,000.

3. The maximum amount of combined total financing
under the Smart Growth Pre-development.and Brownfield
Redevelopment loan program(s) is $1.0 million.

" 4. The maximum amount of total ﬁnanclng for the New '

Jersey Growth Fund Program shall be $1 million per trans-
action.

5. For the urban loan product, the maximum loan
amount will be $3 million, not to exceed 50 percent of the
total project costs, for those projects wherein the tenant or

owner will provide from non-Authority sources a capital -

investment of under $70 million; and $5 million for those
projects wherein the tenant or owner will provide from
non-Authority sources a capltal investment of over $70
million.

6. For the Edison Innovation Angel Growth Fund, the
Authority may award up to $250,000 in convertible debt
financing to leverage private angel investments, on a two to
one angel matchmg fund requirement, to a business that
has generated a minimum of $500,000 in prior 12-month

~commercial revenues; for the Edison : Innovation VC
Growth Fund, the Authority may award up to $500,000 in
convertible debt financing to leverage institutional venture
backed investments, on a one to cne matchmg fund
requirement, to a business that has generated a minimum of
$500,000 in prior 12-month commercial revenues; and, for
the Edison Innovation Growth Stars Fund, the Authority

. may award up to $500,000 in convertible debt financing;
on a one to one matchmg fund requirement, to a business

~ that has generated a minimum of $2 miilion in pnor 12-
month commerclal revenues.

7. For the Loans to Lenders component of the Fund for
Community Economic. Development, the maximum: loan
amount will not exceed $750,000, except that Loans to
Lenders may be used to develop grocery stores and super-
markets with a maximum loan amount of $3 million, pro-
vided that no more than $4 million will be used for this
purpose. For the pre-development assistance component of
the Fund for Community Economic Development, the
maximum loan amount will not exceed $50,000 per
project.
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(c) Proceeds of fixed asset loans can be used for the ac- -
quisition of land, buildings, machinery and equipment, the
expansion of an existing building or the renovation of ma-
chinery, equipment, and buildings.

(d) Proceeds of working capital loans can be used for refi-
nancing of existing debt, purchase of inventory, or operating
expenses.

(e) Proceeds of Smart Growth Pre-development loans shall
be used for the purposes of pre-development site preparation
costs to be determined by the Authority. Such costs may
include, but are not limited to, land assemblage, demolition,
removal of matenals and debris and engineering costs.

® Proceeds of Brownfield Redevelopment loans shall be
used for financing those remediation costs deemed eligible by
the New Jersey Department of Environmental Protection pur-
suant to the Municipal Landfill Site Closure, Remedlatlon
and Redevelopment Agreement that has been entered into by
the applicant with the New Jersey Department(s) of Environ-
mental Protection and Treasury, and the New Jersey Com-
merce and Economic Growth Commission.

(g) Proceeds of urban loans shall be used for fixed asset

~ financing as set forth in (c) above, not to exceed 50 percent of
" total project costs, in the nine urban centers designated in the
" New Jersey State Development and Redevelopment Plan

(Atlantic City, Camden, East Orange, Elizabeth, Jersey City,
New Bnmswnck, Newark, Paterson and Trenton).

(h) The Authority: shall determine the term, and fixed
and/or variable rates of interest, including interest rate floors,
to be charged for each loan product through consideration and
official action of the Members at a public hearing. The appli-
cant shall elect in writing, at or prior to the time of closing, a
fixed interest rate or at a variable interest rate.

1. Fixed Rate Interest: Interest on fixed asset or work-
ing capital loans will be fixed at the time of closing, with a
floor that shall be indexed to a nationally recognized finan-
cial index, such as the five-year United States Treasury
Bond of like term, plus or minus any additional basis
points to be determined by the Authority. During the term
of any loan, a scheduled rate reset shall not result in an
increase of more than five percentage points greater than

" the original calculated interest rate.

2. Variable Rate Interest: Interest on fixed asset and
working capital loans will be set with a floor that shall be
indexed to a nationally recognized rate, such as the Prime
Rate as pubhshed in the Wall Street Journal at the time of '
closing, plus or minus any basis points to be determined by
the Authority. The interest rate will be variable, adjusted
on the first business day of each calendar quarter in
‘accordance with the’ relatlonshlp of the original calculated
interest rate. The maximum increase in the variable interest
rate during the term of the loan will be no more than five
percentage points greater than the original calculated in- -
terest rate.
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OTHER AGENCIES

* 3. For fixed and variable rate loans, factors to be con-
sidered in establishing additional interest rate basis points
above the floor previously estabhshed by the Board may
include, among others:

i An apphcant’ creditwqrﬂﬁness; :
ii. Amortization schedules; |
iii. The quality of collateral;

- iv,  The number of jobs malntamed or expanded in
New Jersey, v .

\'A "I'he location/municipality of project;
vi. The industry type;
vii. The increase in tax ratable values, o

vm Leveragmg of total project costs to public dol-

o ix, Whether the busmess is new to the State or ex-
R pandmg operatnon in the State, and -

X. Whether the apphcant is locatmg to a former

. brownfield site. ,
‘4, For loans offered under the Edison Innovation Fund,

“the criteria for determmmg the rate of interest and addi-

tional basis points above the floor previously ‘established

by the Board may include the ehgibrhty standards con-

tained in N.J.A.C. 19: 31-32(@

5. -In addition to any interest. charged on an Edison
Innovation Angel Growth Fund loan, an Edison Innovation
VC Growth Fund loan, and an Edison Innovation Growth
- Stars Fund loan, the Authority may also require the pay-
. ment of additional fees and charges, including, but not

limited to, warrants, stock, stock options, a percentage of
~ royalties, and a percentage of sales proceeds.

6. The Authority shall provide public notice of the loan
terms and interest rates, including interest rate floors, to be
charged for all loan products as authorized by the Members
through, among other methods, listing on the agency s

website at www.njeda.com.

(i) The Authority may make dlrect loans in. excess of
$1,250,000 and up to $2 million for fixed assets. An apphcant
for a direct loan in excess of $1,250,000 shall:

1. Be in an industry or mumclpallty that is targeted by :

the Authorlty as set forth in N.J. A.C 19: 30—5 or located in
" the Poxt District; ‘

2. Demonstrate to the Authority that it has v1able op-
tions to' vacate the State, has been offered economic incen-
tives by the competing state and, without the special guar-
antee, the apphcant shall not undertake the relocation or
expansron in the State; and
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3. Create or nraintain a .minimum of 200 permanent
full-time jobs in the State. The Authority’s assistance shall
not exceed $50, 000 per job created and/or maintained.

§)) Notw1thstand1ng (i) above, an existing New Jersey ‘

company that is not targeted by the Authority as set forth in

N.J.A.C. 19:30-5, but can meet the criteria set forth in (i)2

above shall be ellglble for a direct loan in excess of
$1,250,000 if it can demonstrate that at least 400 permanent

full-time jobs shall be maintained in New Jersey and the

Authority’s exposure shall not exceed $50, 000 per job main-

tained.

(k) For purposes of (1) and (§) above, the direct loan term
shall not exceed 10 years. .

(l) For New Markets Loans:

1. The maxlmum amount of total ﬁnancmg for a New
Markets loan is $10 million, except for projects that pro-
vide extraordmary economlc development benefits when
the maximum amount of total financing for a New Markets
loan is $25 million.

2. For New Market Loans, the projects must be located
within areas designated for smart growth land use devel-

opment and designated by the New Jersey Development |

and Redevelopment Plan as in Planning Areas One or Two
or in a designated center or endorsed plan. Addltlonally,
projects must be located in communities and census tracts
as approved by the Community Development Financial
‘Institutions Fund (CDFI) as described in (/)2i through iii
below and must have at least one of the charactenstxcs
described in (/)3 below

i A poverty rate of at least 20 percent;

ii. Inthe case of a tract not located within a Metro-
politan area as d‘eﬁned by the United States Census,
- where the median income family income for such tract

does not exceed 80 percent of the Statewrde ‘median -

famrly income; or’

iii. In the case of a tract located within a Metropol-
itan area, where the median family income for such tract

does not exceed 80 percent of the greater of Statewide

median income ori the Metropohtan area medlan fam11y
income. :

3. Additionally, New Markets loans must be loeated in
at least one of the following‘ types of designated areas:

i. CDFI Hot Zone, 'Empowerment Zone, Renewal
Community, HOPE VI Redevelopment area or Small
‘Business Admmlstratlon HUB Zone;

ii. A brownfield redevelopment area, locally desig-
nated redevelopment area, or New Jersey Urban Enter-
prise Zone; :
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iii. A census tract with an unemployment rate of 1.5
times the national average; or .

iv. A census area with a poverty rate greater than 30
percent or with median incomes of less than 60 percent
of the area median income.

4. In addition to any interest charges on a New Markets
loan, the Authority shall also require the payment of addi-
tional fees, including a one-time monitoring fee of $1,000
and a management fee of five percent of the loan amount,

with the exception of non-profit borrowers that will be

charged a 3.5 percent management fee.

(m) For Small Businesses, Minorities’ and 'Women’ s En-
terprises loans:

1. Of the financial assistance allocated by the Authority
from the funds made available pursuant to the provisions of
N.J.S.A. 5:12-181, 50 percent shall be made available to
women, and 50 percent shall be made available to minori-
ties and all such funds shall be invested in accordance with
the geographic restrictions established by N.J.S.A. 5:12-
181; :

2. Of the financial assistance allocated by the Authority

from sources other than those funds. made available -

pursuant to the provisions of N.J.S.A. 5:12-181, 50 percent
shall be made available to small businesses, 25 percent
shall be made available to minorities, and 25 percent shail
be made available to women;

3. For the purposes of ﬁnancial assistance provided by
the Authority pursuant to this subsection:

i. A small business is a business which has its
principal place of business in the State, is independently
owned and operated, has 100 or fewer full-time em-
ployees, and at least 51 percent of the beneficial own-
ership of the business is held by persons other than
minorities or women and the majority of the manage-
‘ment of which is other than minerities or women;

ii. A,‘minority business is a businéss in which at
least 51 percent of the beneficial ownership of the
business is held by minorities and the majority of the
management are minorities; and

iii. A women’s business is a business in which at
least 51 percent of the beneficial -ownership of the
business is held by women, and the majority of the
management are women; and i

4. Each application for a loan shall ‘be accompanied by
any proof of certification by a public entity which certifies
that the business is beneficially owned by, and that the
majority of the management are, minorities or women.

Amended by R.1992 d. 126 effective March 16, 1992
See: 24 NJR. 177(b), 24 N. JR. 970(b).

Revised ().
Amended by R.1995 d.435, effective August 21, 1995.
See: 27 N.J R. 2377(a), 27NJR. 3216(a).
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Amended by R.1997 d.270, effective July 7, 1997.
See: 29 NLJ.R. 1485(b), 29 N.J.R. 2844(b).
Added (g) through (i).
Amended by R.2000 d.297, effective July 17, 2000.
See: 32 N.J.R: 1705(a), 32NJR. 2602(c). :

In ()1, substituted “or” for “and” following “industry”.

Amended by R.2001 d.242, effective July.16; 2001.
See: 33 N.J.R. 1567(a), 33 N.J.R. 2495(b). -

In (b), substituted “$750, 000” for “$500,000” and “$500,000” for
“$250,000”; in (g) and (h), substituted “$750,000” for “$500,000”.
Amended by R.2002 d.223, effective July 15, 2002.

See: 34 N.J.R. 1247(a), 34NJR. 2469(a).
Rewrote (e)..
Amended by R.2002 d.333, effective October 7, 2002.
See: 34 N.J.R.2412(a), 34 N.J.R. 3531(a).
Rewrote (€).
Amended by R.2004 d.94, effective March 1, 2004.
See: 35 N.J.R. 5047(a), 35 N.J.R. 5369(a), 36 N.J.R. 1198(b).

Rewrote (e).

Amended by R.2004 d.346, effective September 20, 2004.
See: 36 N.J.R. 2305(a), 36 N.J.R. 4321(a). -

Rewrote the section.

Amended by R.2005 d.274, effective August 15, 2005.
See: 37 N.J.R. 1714(a), 37 N.J.R. 3058(a).
In (b), added 4; rewrote (g) and (h).
Amended by R.2005 d.319, effective September 19, 2005.
See: 37 N.J.R. 2153(a), 37 N.J.R. 3722(a).
In (b), added 4; in (g)1 added iv.
Amended by R. 2006 d.242, effective July 3, 2006.
See: 38 N.J.R.-1563(a), 38 N.J.R. 2887(c).

Inserted “at least the first seven years of” in (g)liv.
Amended by R.2006 d.369, effective October 16, 2006.
See: 38 N.J.R. 3001(a), 38 N.J.R. 4503(a).

Deleted (b)5 and (g)liv; deleted the last sentence of (h); and added (I)
Amended by R.2008 d.89, effective April 7, 2008.

See: 39 NJ.R. 5071(a), 40 N.J.R. 1927(b).

In the introductory paragraph of (b), substituted “$1,250,000” for
“$750,000” and -“$750,000” for “$500,000”; -in the introductory para-
graph of (i), substituted “$1,250,000” for “$750,000” twice; and in (),
substituted “$1,250,000” for “$750,000”.

Amended by R.2008 d.90, effective April 7, 2008.
See: 40 N.J.R. 110(a), 40 N.J.R. 1928(a).
Added (b)5 and (b)6 added new (g); recodified former (g) through (I)
as (h) through (m); in the introductory paragraph of (h), substituted
“(h)1” for “(g)1” and “(h)2” for “(g)2”; added (h)liv and (h)1v; in (h)2,
substituted “(h)1” for “(g)1”; in (h)3 inserted “or Edison Innovation
R&D Fund” and “and meentlves”, in (1), substituted “amortization may
be” for “repayment schedule is usually” and “longer” for “shorter”, and
inserted “the use of proceeds and”; in (k), substituted “(j)” for “(1)” and
“(§)2” for “(i)2”; in (/); substituted “(j) and (k)” for (i) and (j)”; and in
the introductory paragraph of (m)4, substituted “(m)4i” for “())4i” and
“(m)sse for “(1)5” . )
Amended by R.2008 d.271, effective September 15, 2008.
See: 40 N.J.R. 2659(a), 40NJR. 5247(a).

Rewrote (h); deleted former (i); recodified former (j) through (m) as
(i) through'(/); in (j), substituted “(i)” for “(j)” and “(1)2” for “(j)2; in
(k), substituted “(i) and (j)” for “(j) and (k)”; deleted (/)2 and (/)3 and
recodified former (/)4 through (/)6 as (/)2 through (/)4; in the intro-
ductory paragraph of .(/)2, substituted “Loans” for “loans”, “in™ for “is”
following “Two or”, “tracts™ for “tracks”, “(/)2i” for “(m)4i” and “(/)3”
for “(m)5”.

Amended by R.2008 d. 294 effective October 6, 2008.
See: 40 NLJ.R. 3980(a), 40 N.J.R. 5845(c).

Rewrote (b)5.

Amended by R.2009 d.139, effective April 20, 2009.
See: 41 N.J.R. 394(a), 41 N.JR. 1891(a).

Added (b)7. :

Amended by R.2010 d.178, effective August 16, 2010.
See: 42 NJ.R. 904(a), 42 N.J R. 1900(b).

Added new (h)3ii; and recodified former (h)3ii through (h)3ix as
(h)3iii through (h)3x.

Amended by R.2010 d.285, effective December 6, 2010.
See: 42 N.J.R. 2019(a), 42 N.J.R. 2969(a).
Added (m).
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Amended by R.2011 d.195, effective July 18, 2011.
See: 43 N.J.R. 955(a), 43 N.I.R. 1602(b).
Rewrote (b)6 and (h)1; and in (h)5, substituted “Edison Innovation
Angel Growth Fund loan, an Edison Innovation VC Growth Fund loan,
- and an Edison Innovation Growth Stars Fund loan” for “Edlson Inno-
vation R&D Fund loan,”.
. Amended by R.2012 d.101, effective May 21, 2012.
See: 44 N.J.R. 433(a), 44 NJR. 1644(a).
In (b)7, substituted “$750,000” for “$500,000”.

19:31-3.2 Eligibility standards

(a) Generally, preference for direct loans is given to pro_]-
- ects which:

1. Are Joo intensive;
2. Will create or maintain tax ratables;

3. Are located in an economically-distressed area; and/
or ‘ .

4. Represent an impdftant economic sector of the State.

(b) For fixed asset loans, the applicant will be required to
invest at least 10 percent equity into the project.

() The applicant must demonstrate to the Authority that it
is unable to obtain conventional, affordable financing on its
own or with the availability of an Authority guarantee.

(d) For Smart Growth Pre-development loans, projects
must be located in Planning Areas 1 and 2, designated centers
or in municipalities with endorsed plans as defined by the
State Redevelopment Plan, must evidence municipal support
and be part of a local redevelopment plan.

(e) For Brownfield Redevelopment Loans, project sites
must be the subject of a Municipal Landfill Site Closure, Re-
mediation and Redevelopment Agreement that has been en-
tered into by the applicant with the New Jersey Departments

_ of Environmental Protection, Treasury and the New Jersey
Commerce, Economic Growth and Tourism Commission.

(® For Edison Innovation Fund loans, projects will be
considered eligible if they have the following characteristics:'

1. A commercially available product which meets the

Authority’s programmatic requirements in revenue thresh-

~ olds, that is, for the Edison Innovation Angel Growth Fund

and the Edison Innovation VC Growth Fund, a minimum

$500,000 in prior 12-month commercial revenues; and, for

the Edison Innovation Growth Stars Fund, a minimum of
$2 million in prior 12-month commercial revenues;

2. A meaningful and defined market and customer base
_ for the technology;

3. A management team possessing appropriate skill
sets, capacity and financial resources and willingness to
strengthen management through other means such as-advi-
sory or consultant services;

4. ' A meaningful customer base, partners, strategic alli-
ances and professional relationships;

/!

5. An ability to leverage the Authority’s resources by
evidence of other fund raising and need for future capital
requirements;

6. A clear record of specific operational and research
milestones achieved to date. and proposed schedule and

means to achieve ﬁiture milestones; and

7. A current and complete business plan mcludmg a
detailed ﬁnanclal model

(g) For Edison Innovation Fund loans, a busmess shall not
be eligible as follows:,

1. A business that has received assistance under the
Edison Innovation Fund from the Authority or similar
assistance prov1ded by any other State agency, shall not be
eligible for the Edison Innovation Angel Growth Fund.

2. A business shall not be eligible for assistance under
the Edison Innovation Angel Growth Fund, the Edison
Innovation VC Growth Fund, or the Edlson Innovation
Growth Stars Fund, 1f

i. The business has received assistance under the
New. Jersey Board of Public Utilities’ Edison Clean
Energy Manufactunng Fund and/or the Edison Innova-
tion Green Growth Fund; or

ii. The total: amount of assistance to be received
from the fund(s); when combined with all total assis-
tance received under the Edison Innovation Fund from
the Authority or similar assistance provnded by any other
State agency, exceeds $1 million.

Amended by R.2004 d.346‘ effective September 20, 2004.
See: 36 N. J R. 2305(a), 36 N.J.R. 4321(a).
Added (d) and (e). !
Amended by R.2005 d.274, effective August 15, 2005.
See: 37 N.J.R. 1714(a), 37 N.LR. 3058(a).
In (e) substituted ,” for “and” following “Commerce”, added “and
Tourism” following “Growth” added (f).
Amended by R.2005 d.319, effectwe September 19, 2005.
See: 37 N.J.R. 2153(a), 37 N J.R. 3722(a).
Added (g) and (h).
Amended by R.2006 d.369, effective October 16, 2006.
See: 38 N.J.R. 3001(a), 38 \N.J R. 4503(a).
Deleted (g) and (h). ‘
Amended by R.2008 d.271, effecnve September 15, 2008.
See: 40 N.J.R. 2659(a), 40 N.JR. 5247(a).
In the introductory paragraph of (f), substltuted “Edison Innovation”
for “New Jersey
Amended by R:2011 d. 195 effective July 18, 2011.
See: 43N.J R. 955(a), 43 NJR. 1602(b).
‘Rewrote ()1; in ()6, inserted “and” at the end; in (f)7, substituted a
period for ; and” at the end; deleted ()8 and (f)9; and added (g).

19:31-3.3 Applicatiop procedures

(@) The prospective applicant should consult with the Au-
thority to determine if the project is eligible for consideration.

®) To apply, a completed Application for Financial Ass1s-
tance (Application) concermng the project must be submitted
to the Authority for review, together with the Application fee.
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