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the relationship being continued, and p0551b1y an opinion
of apphcant’s management; .

6. Contact with appllcant s bank(s) to ascertain credit - - v

' history and an opinion of the applicant’s management;

7. An analysis of collateral available to secure the
requested financing as to ‘adequacy of amount, quahty,
condmon and marketability;

8. Independent credit investigations of the applicant

and its principals, which may include real estate searches,
financing statement . searches, and Judgment and lien
searches; and

9. For projects ﬁinded under the Film Industry Produc-
tion Assistance Guarantee Program, the Authority may
utilize a consultant or subject matter experts such as the
staff of the New Jersey Motion Picture and Television
Commission to review each application and its technical
elements for the purpose of assisting the Authority in an
investigation and analysis of the financial soundness of the
film project or film production company. This review will
be considered by the Authority in addition to its own credit
evaluation based on the criteria in (a)1 through 8 above.

(b) After completing (a) above, a determination is made as
to the merits of the request, the likelihood of repayment, and
the adequacy of the collateral available to secure the
requested financing.

(¢) If a positive determination is made, the requested

financing is presented to the Members for approval.
Amended by R.2004 d.139, effective April 5, 2004.

See: 36 N.J.R. 143(a), 36 N.J.R. 1787(b).
Added (a)9.

19:31-2.5 Approval process

(a) Only the Members can approve a guarantee, either

- directly or through delegation.

(b) When the Members approve a request the minutes of
the meeting at which such approval occurs are submltted to
the Governor.

(c) The Members’ approval is effective 10 working days
after the Governor’s receipt of the minutes, provided no
gubernatorial veto of this action has occurred.

(d) If there has been no veto, a formal commitment letter is

issued to the applicant and the bank which will be prov1dmg :

he loan.

1. The commitment letter incorp_orates the bank’s
commitment, and contains all terms,
collateral required by the Authority.

2. Except for the Angel Investor Program guarantee

and the Structured Finance Program, usually, life insurance -

on the applicant’s principal officer(s) is required in an

amount equal to the Authority’s guarantee. The life

insurance must name the Authority as collateral assignee.
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conditions and -

3. Except for the Angel Investor Program guarantee
and the Structured Finance Program, personal guarantees
of owners of 10 percent or more of the applicant are
usually required, and there may be a requirement for
collateral apart from the applicant’s collateral to secure the
personal guarantees.

(e) When the commitment letter has been accepted by the

apphcant and the bank, and returned to the Authority, a list of

closing - instructions is mailed to the attorneys for the

applicant and bank.

(f) When all required documentation is prepared, in form
and content satisfactory to the Authority, a loan closing is
scheduled and the guarantee is delivered to the lender.

Amended by R.1995 d.435, effective August 21, 1995.
See: 27 N.J.R. 2377(a), 27 N.J.R. 3216(a).
Amended by R.2005 d.274, effective August 15, 2005.
See: 37 N.J.R. 1714(a), 37 N.J.R. 3058(a).

Rewrote (a) and (d). -

19:31-2.6  Attorney General review

All financing documents, including the Application, are

. subject to review by the Attorney General’s Office.

Amended by R.1995 d.435, effective August 21, 1995.
See: 27 N.JR. 2377(a), 27 N.J.R. 3216(a).

i

'SUBCHAPTER 3. DIRECT LOAN PROGRAM

19:31-3.1 Program description

(a) The Authority is empowei'ed 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 $750,000 for
fixed asset financing and $500,000 for working capital.

1. For - the  Smart ‘Growth - Pre-development Loan
Program 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 financing for the New
Jersey Growth Fund Program shall be $1 million per
transaction.

5. The maximum amount of total financing for a New
Markets Credit program transaction may be $10 million but
shall not exceed 50 percent of the total project cost.

(c) Proceeds of fixed asset loans can be used for the
acquisition of land buildings, machinery and equipment, the

Supp. 9-19-05



1_9:31-3.1

expansion of. an existing building or the renovatlon of -

' machlnery, equipment, and buildings.

" (d)y Proceeds of working capital loans can be used for

refinancing of existing debt, purchase of mventory, or
: operatmg 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, . o

removal of materials and debris and engrneermg costs.

® Proceeds of Brownﬁeld Redevelopment loans shall be

used for financing those remediation costs deemed eligible by

the New Jersey Department of Environmental Protection
pursuant to the Municipal Landfill Site Closure, Remediation

and Redevelopment Agreement that has been entered into by
the -applicant with the New Jersey Department(s) of

- Environmental Protection and Treasury, and the New Jersey
Commerce and Economlc Growth Commission.

(g) For the Authorlty s Direct Loan Program, the applrcant |
* shall elect in writing, at or prior to the time of closing; a fixed

" interest rate as set forth in (g)1 below ora variable interest
- rate as provrded in (g)2 below

v 1. Fixed Rate Interest

i, Interest on Smart Growth Predevelopment
‘Brownfield Redevelopment, fixed asset or working capi-

| *  tal loans will be fixed at the time of closing and shall be -
" indexed to the United States Treasury Bill of like term .

- plus any additional basis points to be determined by the
Authority pursuant to the criteria set forth herein; with a

‘floor of four percent and no more than a maximum of -

the highest Prime Rate as published in the Wall Street
Journal plus three percent. Factors to. be considered
when calculating the additional interest basis points may

include the apphcant’s -creditworthiness, - quality of

~ collateral, the project’s location-municipality, whether
" the applicant is locating to a former brownfield site, the

industry type, the leveraging of total project costs to

public dollars, whether the business is new to the State
or expanding operation in the State, and the increase in
o tax ratable values.

ii. The Loans to Lenders 'component of the Fund for

~ Community and Economic Development will charge an
interest rate to be fixed at three percent for the first five
years. For those loans. that extend beyond five years, the

rate will adjust to four. percent on the first day of the
sixth year. For those loans that extend beyond seven -

- years, the rate will adjust to five percent on the first day
of the eighth year. The maximum term of a Loans to
Lenders Loan will be 10 years. oo

iii. The rate to be charged for ‘the New Jersey

Growth Fund Program is fixed at four percent plus any
additional basis points to be determined by the Authority
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pursuant to the crrterla set forth herein; with a floor of

four percent and no more than two times the highest
Prime Rate as publlshed in the Wall Street Journal. -

~ Factors to be considered when calculating the additional

interest basis points may include the spe01al criteria

‘ detalled inN.J.A.C. 19: 31-3 2(f).

“The rate for loans under the New Markets Tax -

’ Credlt program will be fixed at three percent and will be
interest only for the term of the loan.

2. Variable Rate Interest:. Interest on fixed asset and -
workmg capital loans is at a rate no less than three percent

oor the Federal Discount Rate, ‘whichever is greater, and no
~ more than one percent below the highest Prime Rate as
_published i in the Wall Street Journal at the time of closing.

The interest rate will be variable, adJusted on the first

business day of each calendar quarter in accordance with

the relatlonshlp of the orlgmal calculated interest rate to the
Prime Rate or the Federal Discount rate. The maximum = -
increase in the variable interest rate over a five year period .

will ‘be five percentage points greater than the original
calculated -interest rate. Factors to be considered when
calculating the interest rate are as set forth in (g)1 above.

3. In addition to any interest charged on a New Jersey

Growth Fund loan, the Authority may also require the -
* payment of additional fees, including, but not limited to, -
warrants, stock, stock options, a percentage of royaltles,

and a percentage of sales proceeds.

(h) The term -of a fixed asset or working capital loanisa -

maximum of 10 years, although the repayment schedule is

usually for a shorter time based on the applicant’s ability to.
repay. Smart Growth Predevelopment and - Brownfield - -
Redevelopment loans will have a maximum term of three -
years. The New Jersey Growth Fund term is a maximum of
‘10 years, and may allow for interest only payments for a

portion of the term, or for interest and payment deferrals with
the repayment schedule to be determined on revenue and

‘operational milestone achievement. New Markets Tax Credit

loans will have terms ‘of no less than seven years

(i) The Authorrty ‘may make drrect loans in ’errcess of |

$750,000 and up to $2 million for fixed assets. An apphcant
for a direct loan in excess of $750,000 shall: : '

-1 Be i in an industry or municipality that is targeted by -
~ the Authority as set forth in N.J. A .C. 19 30- 5 or located in-
~ the Port District;

2. Demonstrate to the Authorlty that it has v1able

options to vacate the State, has been offered economic. =
incentives by the competing state and, without the special
guarantee, the applicant shall not undertake the relocanon ’

. or expans1on 1n the State, and .

3. Create or maintain.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.
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() Notwithstanding (i) above, an existing New Jersey

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

N.JA.C. 19:30-5, but can meet the criteria set forth in (i)2 above
shall be eligible for a direct loan in excess of $750,000 if it can
demonstrate that at least 400 permanent full-time jobs shall be
maintained in New Jersey and the Authority’s exposure shall be
maintained in New Jersey and the Authority’s exposure shall not
exceed $50,000 per job maintained.

(k) For purposes of (i) and (j) above, the dlrect loan term
shall not exceed 10 years.

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

Revised ().

Amended by R.1995 d.435, effective August 21, 1995.
See: 27 N.J.R. 2377(a), 27 N.J.R. 3216(a).

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), 32 N.J.R. 2602(c).

In (g)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.L.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), 34 N.J.R. 2469(a).
Rewrote ().
Amended by R.2002 d.333, effective October 7, 2002.
See: 34 N.J.R. 2412(a), 34 N.J.R. 3531(a). '
Rewrote (e).
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 (€).

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.

19:31-3.2 Eligibility standards

(a) Generally, preference for direct loans is given to
projects which:

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

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

4. Represent an important 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.

(c) 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.
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(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,
Remediation and ‘Redevelopment Agreement that has been
entered into by the applicant with the New Jersey Depart-
ments of Environmental Protection, Treasury and the New
Jersey Commerce; Economic Growth and Tourism Commis-
sion. -

(t) For New Jersey Growth Fund loans, projects will be
considered eligible if they have the following characteristics:

1. Technology that has a strong likelihood and clear
_ timeline to achieve commercialization;

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
advisory or consultant services;

4. A -meaningful customer base, partners, strategic
alliances 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 future milestones;

7. A current and complete business plan including a
detailed financial model; and v

8. 'Location of the business in either an Innovation
Zone, Urban Enterprise Zone or area targeted for smart
growth redevelopment as determined by the New Jersey
Development and Redevelopment Plan; or

9. A Business that is located in a targeted industry.

(g) For New Markets Tax Credit loans, the projects must
be located within areas designated for smart growth land use
development and designated by the New Jersey Development
and Redevelopment Plan as in Planning Areas One or Two or

" is a designated center. Additionally, projects must be located

in communities and census tracks as approved by the

.Community Development Financial Institutions Fund (CDFI)

as described in (g)1 through 3 below and must have at least
one of the characteristics described in (h) below.

1. A poverty rate of at least 20 percent;

2. In the case of a tract not located within a Metropolitan
area as defined by the United States Census, where the median
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© income famllyb income for such tract does not exceed 80
~ - percent of the Statewide median family income; or :

3 In the case of a tract located within a Metropohtan area,
where the median family income for such tract does not
exceed 80 percent of the greater of Statewide median family.

- income or the Metropolitan area median family i income.

(h) Additionally, New Markets Tax Credit projects must be
located inat least one of the followmg types of des1gnated areas:

L CDFI Hot Zone, Empowerment Zone, Renewal
Community, HOPE VI. Redevelopment area, or- Small
Business Admmlstratlon HUB Zone;

2. A brownfield redevelopment area, locally designated
redevelopment area, or New J ersey Urban Enterprlse Zone;

3. A census tract with an unemployment rate of 15 '

. times the national average; or

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

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

Added (d) and (e). -
Amended by R.2005 d.274, effectlve August 15 2005.
See: 37 NJ.R. 1714(a), 37 N.J.R. 3058(a). =~ -

In (e) substituted “,” for “and” following “Commer
Tourism” following “Growth” added (f).
‘Amended by R. 2005 d.319, effective September 19, 2005.
See: 37 N.IR. 2153(a), 37 N.J.R. 3722(a)

Added (g) and(h). .

>, added “and

19:31-3.3 Appllcatlon procedures
(a) The prospective applicant should consult with the

Authority to determine if the project is ehglble for con-

s1derat10n

(b) To apply, a completed Apphcatlon for Fmanclal'

‘Assistance (Application) concermng ‘the project must be
“submitted to the Authorlty for review, together with the
vApphcatlon fee. -

-(c) A completed Apphcatlon mcludes

1. A history and description of the apphcant’s busmess, :

" 2. A description of the proposed project and a detalled
breakdown of the use of the loan proceeds;

3. Annual financial statements for the three most recent
"years, ‘including the balance sheets, operating.statements

-and reconciliations of the source and application of funds;

* 4, A current interim - statement, if the most recent
,annual financlal statement is more than six months old;

5. Three years of prOJectlons, mcludmg the balance
sheets, operating statements, reconciliation of the. source

and apphcatlon of funds, and a detailing of the assumptlons -

~ usedin prepanng the pro_lectlons

~ Supp. 9-19-05
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6. A llSt of the apphcant’s five largest customers,

mcludmg the customer name, address, telephone number
: and contact person; :

7. A list of the apphcant s five largest supphers -
- including: the supplier name, address, telephone number,

and contact person and

8. A schedule of all officers dlrectors and stockholders

(owning 10 percent or more of the stock), including
resumes and signed, dated personal financial statements.

(d) The Authority may also require:.

1. Appraisal(s) on real property and/or machlnery and
. equipment; . -

- 2. Agmg of accounts'receivable'

3. Agmg of accounts payable; and/or

4. Any addltlonal lnformatlon deemed necessary to

evaluate the Apphcatlon

) Apphcatlons are processed through several layers of staff

_ rev1ew, and may then be recommended for consideration and
~ official action of the Members at a public meeting. The applicant - -
v has no right to have its Apphcatlon presented to the Members.

19 31-3.4 Evaluatnon process:

(a) When all of the required information is recelved the -
* Authority wrll perform its own credit evaluatlon based on the
. followmg

1. Visitation to the apphcant’s place of busmess, which
may take place prior to the Application as part of the
‘meeting to determine eligibility;

2. An analysis of- historic " and projected ﬁnancial

statements and a comparison to industry peers;.

3. An mdependent industry study using source material

such as the U.S. Department of Commerce’s Industrial "

Outlook and the Standard & Poor’s Industry survey,

comparing the applicant’s pro;ectlons to the study, and

considering the short term and long term outlook for the
mdustry,

-4 Contact with apphcant’s customers to ascertain the
quality -of the product or service provided, the com-

_ petitiveness of the pricing, - reliability and- timeliness . of
delivery, length of the relationship, hkellhood of the -
relatlonshlp being continued, and the customers opmlons

- ofthe applicant’s management; '

~ 5. Contact with applicant’s suppliers to ascertain the

length of the relationship, the amount of credit extended,

the amount of purchases, payment history, the likelihood of
the relationship being contmued and possﬂ:ly an oplmon'

of applicant’s management

6. Contact with apphcant s bank(s) to ascertain credit
hlstory and an opinion of the applicant’s management;

© Nextpageis 31-12.1 -
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