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THIS FINANCIAL AGREEMENT is made this day of , 2012
(hereinafter this “Agreement” or “Financial Agreement™) between Morristown Development
Urban Renewal Phase I, LLC (hereinafter referred to as the “Entity”) a New Jersey limited
liability company having its principal office at 135 Route 202/206, 3rd Floor, Bedminster,
County of Somerset and State of New Jersey 07921; and the Town of Morristown, a public
body corporate with offices located at 200 South Street, Morristown, New Jersey 07963 (the
“Town™; and together with the Entity, the “Parties” or “Party™).

WITNESSETH:

. WHEREAS, on February 10, 2004, pursuant to Resolution No. 31-04, the Morristown
Town Council (the “Governing Body”) designated the following parcels as “an area in need of
redevelopment™ (the “Redevelopment Area™) in accordance with the New Jersey Local
Redevelopment and Housing Law N.J.S.A. 40A:12A-1 et. seq., as amended and supplemented
(the “Redevelopment Law™): Tax Block 5803 Lots 1, 2, 3, 4, 5, 6, 7.01, 7.02, 7.03, 7.04, 7.05,
7.06,7.07, 7.08, 7.09, 29, 30, 31, 32, 33, 34, 35, 36, 37, 38, 39, 40, 41, 42, 43, 44, 44.01, 44.02
and 44.03; Tax Block 5702 Lots 19, 20, 21, 22, 23, 24, 25, 26, 27, 28 and 29 and Tax Block
5001 Lots 4, 5,6, 7, 7.01, 8,9, 10, 11 and 12, all as shown on the official Tax Maps of the Town
of Morristown; and

WHEREAS, on September 18, 2007, pursuant to Ordinance O-30-07, the Governing
Body adopted a redevelopment plan for the Redevelopment Area, which was amended by
adoption of Ordinance O-38-07 by the Governing Body on November 29, 2007 (the “Original

Redevelopment Plan™); and

WHEREAS, the Original Redevelopment Plan was further amended and restated by
adoption of Ordinance 0-19-11 by the Governing Body on October 13, 2011 (together with any
subsequent amendments thereto, the “Redevelopment Plan™); and

WHEREAS, on January 22, 2009, the Town and Morristown Development, LLC
(“Redeveloper”™) entered into a redevelopment agreement, which was approved by the Governing
Body on December 4, 2008 pursuant to Resolution R-177-08 (the “Original Redevelopment

Agreement”),

WHEREAS, the Original Redevelopment Agreement was amended and restated
pursuant to that certain Amended and Restated Redevelopment Agreement between the Town
and Redeveloper, dated January 12, 2012, which was approved by the Governing Body on
January 12, 2012 pursuant to Resolution R-27-2012 (together with any subsequent amendments
thereto, the “Redevelopment Agreement”); and

WHEREAS, the Redevelopment Agreement sets forth the terms and conditions by which
the Redeveloper will redevelop certain portions of the Redevelopment Area on a phased basis
(the “Project™); and

WHEREAS, subject to all applicable government approvals, the first phase (“Phase [”)
of the redevelopment will be located within the portion of the Redevelopment Area set forth on



Exhibit A annexed hereto (the “Phase 1 Premises™) and is contemplated to consist of the
construction of a maximum of Two Hundred Sixty Eight (268) residential units offered on a
rental basis, of which twenty six (26) will be affordable to low and moderate income households:
in accordance with the terms of the Redevelopment Plan and the Redevelopment Agreement; and

WHEREAS, the Redeveloper has formed the Entity, pursuant to the Exemption Law, to
own and develop Phase I; and

WHEREAS, the Entity applied to the Governing Body for a long term tax exemption
pursuant to the Exemption Law with respect to Phase 1 pursuant to the application annexed
hereto as Exhibit B (the “Application™); and

WHEREAS, by Resolution R 75-2012, dated May 22, 2012, the Governing Body
approved the Entity’s Application; and thereafter by Ordinance O , dated
, 2012 (the “Ordinance™), the Governing Body granted the long term tax
exemption requested by the Entity, subject to the terms and conditions of this Financial
Agreement, and '

WHEREAS, pursuant to this Financial Agreement, the Town and the Entity desire to set
forth in detail their mutual rights and obligations with respect to the long term tax exemption
applicable to Phase I; and '

WHEREAS, the Governing Body has reviewed the Application and has made the
following findings:

A. Benefits of Project v. Costs.

i The total real estate tax revenue for the Tax Year 2011 received by the Town
from those parcels of property upon which Phase I is anticipated to be constructed was
approximately $64,918.00.

ii. The development and construction of Phase I, including infrastructure
improvements as set forth in the Redevelopment Agreement and Redevelopment Plan will be
beneficial to the overall community; will achieve the goals and objectives of the Redevelopment
Plan; will help revitalize the Redevelopment Area; will improve the quality of life for the
community; will serve as a catalyst for further private investment in areas surrounding the
Redevelopment Area and will enhance the economic development of the Town.

iii. It is anticipated that Phase I will create a substantial number of full-time
equivalent construction jobs over the duration of the construction of Phase I, as well as other job
opportunities after the completion of same.

iv. Pursuant to this Financial Agreement, Phase I is projected to generate revenue for
the Town well in excess of the revenue generated by the existing ad valorum taxes received in
Tax Year 2011. The Town’s authorized officers and employees have determined that the
benefits to the Town accruing as a result of Phase I will substantially outweigh the costs to the
Town resulting from the long term tax exemption granted herein.



B. Importance of Long Term Tax Exemption.

The Governing Body’s approval of the long term tax exemption set forth herein is
essential to the success of this Project because:

i. The relative stability and predictability of the Annual Service Charge associated
with Phase I of the Project will make it more attractive to financial institutions whose
participation is necessary in order to finance Phase I of the Project. Without a long-term tax
exemption for Phase I of the Project, it will not be financially viable.

ii. The relative stability and predictability of the Annual Service Charge will allow
the Entity to provide a high level of maintenance for the Phase I Premises and will have a
positive impact on the surrounding area and community.

NOW, THEREFORE, in consideration of the mutual covenants and agreements set
forth herein, and for other good and valuable consideration, the Parties to this Agreement
mutually covenant and agree as follows:

ARTICLE I- GENERAL PROVISIONS
Section 1.1 Governing Law

This Financial Agreement shall be governed by the provisions of the Long Term Tax
Exemption Law, N.J.S.A. 40A:20-1 et seq., as amended and supplemented (the “Exemption
Law”), the Redevelopment Law, the Ordinance, and all other Applicable Laws. It is expressly
understood and agreed that the Town relied upon the facts, data, and representations contained in
the Application in its granting of the Long Term Tax Exemptlon and the Application is hereby
incorporated into this Financial Agreement by reference.

Section 1.2 General Definitions

Unless specifically provided otherwise or the context otherwise requires, when used in
this Agreement, the following terms and phrases shall have the following respective meanings:

1. Administrative Fee — The annual fee paid to the Town by the Entity, as set forth
in Section 4.4 of the Agreement.

il Agreement or Financial Agreement - Shall have the meaning specified in the
preamble hereof.

ii. Allowable Net Profit (also referred to as '"ANP") — The amount arrived at by
multiplying the Allowable Profit Rate by the Total Project Cost pursuant to the
Exemption Law.
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Xi.

X1,

Allowable Profit Rate (also referred to as the "APR") - The greater of twelve
(12%) percent or the percentage per annum arrived at by adding one and one-
quarter (1.25%) percent to the annual interest percentage rate payable on the
Entity's permanent mortgage financing for Phase I. If the initial permanent
mortgage is insured or guaranteed by a Governmental Agency, the mortgage
insurance premium or similar charge shall be considered as interest for this
purpose. If there is no permanent mortgage financing or if the financing is
internal or undertaken by a related party, the APR shall be the greater of twelve
(12%) percent or the percentage per annum arrived at by adding one and one-
quarter (1.25%) percent to the prevailing per annum interest rate on mortgage
financing on comparable mixed-use projects within Morris County.

Annual Gross Revenue (also referred to as the “AGR”) — Annual gross
revenue for Phase I, as determined pursuant to the Exemption Law and the terms
of this Financial Agreement.

Annual Service Charge (also referred to as the “ASC”) — The total annual
amount that the Entity has agreed to pay the Town for municipal services supplied
to Phase I, which sum is in lieu of any taxes on the Improvements pursuant to the
Exemption Law. The Annual Service Charge shall be calculated pursuant to
Article IV hereof.

Annual Audited Statement - Shall mean a complete financial statement
outlining the financial status of Phase I, which shall also include a computation of
the Total Project Cost, Net Profit, and Annual Gross Revenue, prepared annually
by the Entity’s certified public accountant. The contents of each Annual Audited
Statement shall be prepared in conformity with Generally Accepted Accounting
Principles and this Financial Agreement.

Applicable Law: Shall mean any and all federal, state and local laws, rules,
regulations, rulings, court orders, statutes and ordinances applicable to Phase I,
the Phase I Premises and the Long Term Tax Exemption.

Application — Shall have the meaning specified in the preamble of this Financial
Agreement.

ASC Commencement Date — The date of issuance of a Certificate of Occupancy
for Phase 1.

Certificate of Occupancy - A temporary or permanent certificate of occupancy
issued by the appropriate Town official, pursuant to N.J.S.A. 52:27D-133,
authorizing the occupancy of a building or any portion thereof.

Certificate of Completion — A written certificate issued by the Town, pursuant to
the Redevelopment Agreement, acknowledging that the Redeveloper has
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performed all of its duties and obligations pursuant to the Redevelopment
Agreement with regard to Phase 1, and the issuance of which shall release Phase I,
and the Phase I Premises, from the obligations, liabilities and covenants and
restrictions contained in the Redevelopment Agreement, the Redevelopment Plan
and Applicable Law.

Days- Whenever the word “Days” is used to denote time, it shall mean calendar
days.

Debt Service — The amount required to make annual payments of principal and
interest or the equivalent thereof on any construction mortgage, permanent
mortgage or other financing including returns on institutional equity financing and
market rate related party debt for Phase I for the Exemption Term.

Default - A breach or failure of the Town or the Entity to perform any obligation
imposed by the terms of this Financial Agreement, or under the Exemption Law,
beyond any applicable grace or cure periods set forth in this Financial Agreement.
Any Default declared to occur pursuant to this Agreement with regard to Phase 1
shall in no manner affect the validity or status of a long term tax exemption
granted for any other phase of the Project.

Effective Date — The Date of this Agreement.

Entity — Shall mean the entity specified in the preamble of this Financial
Agreement, which shall be qualified as an urban renewal entity under the
Exemption Law. Unless the context provides otherwise, it shall also include any
Transferee.

Excess Net Profits - The amount of Net Profits that exceeds the Allowable Net
Profits (ANP) for the applicable accounting period as determined in accordance
with the Exemption Law.

Exemption Law - Shall have the meaning specified in Section 1.1 of this
Financial Agreement.

Exemption Term — The period beginning on the ASC Commencement Date and
ending on the Termination Date.

Financial/Fiscal Plan — The statement attached and annexed hereto as Exhibit C,
which outlines the proposed sources of funding and capital contributions for
Phase 1.

Governing Body- Shall have the meaning specified in the preamble of this
Financial Agreement.
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Improvements - Shall mean any building, structure or fixture permanently
affixed to the Phase I Premises to be constructed and exempt under this
Agreement.

Land Taxes — Shall mean the amount of real estate taxes levied on the Phase |
Premises, exclusive of any Improvements related thereto.

Land Tax Payments — Quarterly payments made on the due dates, including
approved grace periods, if any, for the Land Taxes as determined by Apphcable
Law.

Long Term Tax Exemption — The long term tax exemption granted in
accordance with the Exemption Law pursuant to this Financial Agreement.

Minimum Annual Service Charges — Two Hundred and Sixty Thousand Dollars
($260,000.00).

Net Profit - Annual Gross Revenue (AGR) less all operating and non-operating
expenses and costs of the Entity, all determined in accordance with Generally
Accepted Accounting Principles and the provisions of the Exemption Law; where
such operating and non-operating expenses and costs shall include but not be
limited to the Debt Service and an annual amount sufficient to amortize (utilizing
straight line methodology), the Total Project Cost over the life of the long term
tax exemption granted herein but shall exclude depreciation and obsolescence,
income taxes, and salaries, bonuses and other compensation paid to directors,
officers and stockholders of the Entity as set forth in the Exemption Law.

Ordinance — Shall have the meaning specified in the preamble of this Financial
Agreement.

Original Redevelopment Agreement — Shall have the meaning defined in the
preamble of this Financial Agreement.

Original Redevelopment Plan — Shall have the meamng defined in the preamble
of this Financial Agreement.

Party or Parties — Shall have the meaning specified in the preamble of this
Financial Agreement.

Phase I - Shall have the meaning specified in the preamble of this Financial
Agreement.

Phase I Premises — Shall have the meaning specified in the preamble of this
Financial Agreement.
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Project - Shall have the meaning specified in the preamble of this Financial
Agreement.

Redeveloper — Shall have the meaning specified in the preamble of this Financial
Agreement. :

Redevelopment Agreement- Shall have the meaning specified in the preamble of
this Financial Agreement.

Redevelopment Area — Shall have the meaning defined in the preamble of this
Financial Agreement.

Redevelopment Area Bond Financing Law - The Redevelopment Area Bond
Financing Law, N.J.S.A. 40A:12A-64 et seq., as amended and supplemented.

Redevelopment Law — Shall have the meaning defined in the preamble of this
Financial Agreement.

Redevelopment Plan - Shall have the meaning defined in the preamble of this
Financial Agreement.

Rental Units — A unit of space within Phase I designed to be used as a home or

- residence and made available for rent to the public.

Reserve — Shall have the meaning defined in Section 6.2 of this Financial
Agreement.

Tenant — Any tenant of the Rental Units.

Termination Date — The earlier to occur of (i} the thirty-fifth (35™) anniversary
of the Effective Date; (ii) the thirtieth (30") anniversary date of the ASC
Commencement Date; or (iii) such other date as this Financial Agreement may
terminate pursuant to the terms hereof or pursuant to Applicable Law.

Total Project Cost (also referred to as “TPC”)- The total cost of developing
Phase I in accordance with the Exemption Law.

Town — Shall have the meaning specified in the preamble of this Financial

-Agreement.

Transfer — Shall have the meaning specified in Section 8.1 of this Financial
Agreement. ‘

Transferee — Shall have the meaning specified in Section 8.1 of this Financial
Agreement.



ARTICLE II- PROJECT AND PROJECT PREMISES
Section 2.1. Town’s Findings

Pursuant to the Exemption Law, the Town finds that the Long Term Tax Exemption
granted pursuant to this Financial Agreement will benefit the Town and the community by
assuring the success of the redevelopment of the Redevelopment Area, which has exhibited the
statutorily recognized redevelopment criteria for several years. The benefits of granting the
Long Term Tax Exemption will substantially outweigh the costs, if any, associated with the
Long Term Tax Exemption. The Long Term Tax Exemption is important to the Town, the
Entity and the Tenants because without the incentive of the Long Term Tax Exemption, it is
unlikely that Phase 1 or the Project would be undertaken. The Long Term Tax Exemption is
expected to attract future occupants to Phase I and it will help to offset the extraordinary costs of
developing and constructing Phase I. The high costs associated with the development and
construction of Phase 1 and the real estate taxes that would otherwise be levied upon Phase I
would operate as a disincentive to the redevelopment of the Redevelopment Area, and would
therefore frustrate the objectives and goals of the Redevelopment Plan and would make the
Phase I materially less competitive in the marketplace.

Section 2.2  Approval of Agreement

The Town hereby approves the Long Term Tax Exemption for Phase I, which is to be
constructed and maintained on the Phase I Premises in accordance with the terms and conditions
set forth herein and the provisions of the Exemption Law.

Section 2.3  Approval of the Entity

The Town hereby approves of the Entity based on the Entity’s representation that its
Certificate of Formation attached to the Application as Exhibit J contains all the requisite
provisions of law, has been reviewed and approved by the Commissioner of the Department of
Community Affairs, and has been filed with, as appropriate, the Department of Treasury, all in
accordance with N.J.S.A. 40A:20-5.

Section 2.4 Redevelopment of the Phase I Premises

The Entity represents that it will develop and construct Phase I in accordance with the
terms of the Redevelopment Agreement and the Redevelopment Plan.

Section 2.5  Entity’s Relationship to Phase I Premises

The parcels of property within the Phase I Premises are owned in fee simple by the Town
and by various third parties. The Redeveloper has negotiated the acquisition of each parcel with
the owners thereof in accordance with the terms of the Redevelopment Agreement. At the
closing of the sale of each of the parcels, Redeveloper will cause such owners to convey fee title
to the parcels directly to the Entity.



ARTICLE III - OWNERSHIP, MANAGEMENT AND CONTROL

Section 3.1 Entity’s Representation

The Entity represents that, after the Entity acquires fee title to the Phase I Premises, it
shall remain the fee simple owner of record of the Phase I Premises throughout the development
and construction of same, subject to its right of Transfer in accordance with Section 8.1 hereof.

Section 3.2 Financial/Fiscal Plan

Attached and annexed hereto as Exhibit C is a copy of the Financial/Fiscal Plan for
Phase I. The Financial Plan sets forth (a) the estimated Total Project Cost, (b) the anticipated
source of funds for the construction of Phase I, (c) the anticipated interest rate to be paid and the
amounts representing capital investment and (d) the term of any mortgage amortization. The
Parties hereto acknowledge and agree that the Entity reserves the right to modify and/or amend
the Financial Plan in any reasonable manner allowed in accordance with the Redevelopment
Agreement.

Section 3.3 Projected Annual Gross Revenue and Annual Service Charge

The Entity sets forth in Exhibit D attached and annexed hereto (a) its good faith
projections of the rental prices and lease terms of the Rental Units, and (b) the method of
computing Annual Gross Revenue for the Entity and the Annual Service Charge.

ARTICLE IV- TAX EXEMPTION

Section 4.1 Duration of Tax Exemption

The Improvements proposed for development and construction within and upon the
Phase I Premises shall be exempt from taxation during the Exemption Term.

Section 4.2  Calculation of Annual Service Charge

In consideration of the Town granting the Entity the exemption set forth in Section 4.1 of
this Financial Agreement, during the Exemption Term, the Entity shall pay to the Town for
municipal services supplied to Phase I, as provided in the Exemption Law, an Annual Service
Charge as follows:

(a) Stage One: From the ASC Commencement Date until the twelfth (12th)
anniversary of the ASC Commencement Date, the Annual Service Charge shall be 10.1% of
AGR;

(b) Stage Two: From the first day after the twelfth (12™) anniversary of the ASC
Commencement Date until the seventeenth (17") anniversary of the ASC Commencement Date,
the Annual Service Charge shall be equal to the greater of 10.1% of AGR or twenty (20%)



percent of the amount of the taxes otherwise due on the value of the Phase I Premises and the
Improvements;

(c) Stage Three: From the first day after the seventeenth (17™) anniversary of the
ASC Commencement Date until the twenty-second (22™) anniversary of the ASC
Commencement Date, the Annual Service Charge shall be equal to the greater of 10.1% of AGR
or forty (40%) percent of the amount of the taxes otherwise due on the value of the Phase I
Premises and the Improvements;

(d) Stage Four: From the first day after the twenty-second (22“") anniversary of the
ASC Commencement Date until the twenty-sixth (26™) anniversary of the ASC Commencement
Date, the Annual Service Charge shall be equal to the greater of 10.1% of AGR or sixty (60%)
percent of the amount of the taxes otherwise due on the value of the Phase 1 Premises and the
Improvements;

(¢)  Final Stage: From the first day after the twenty-sixth (26™) anniversary of the
ASC Commencement Date until the thirtieth (30™) anniversary of the ASC Commencement
Date, the Annual Service Charge shall be equal to the greater of 10.1% of AGR or eighty (80%)
percent of the amount of the taxes otherwise due on the value of the Phase I Premises and the
Improvements.

Section 4.3 Minimum Annual Service Charge

Notwithstanding anything to the contrary in this Financial Agreement, including, without
limitation, Section 4.2 hereof, the Annual Service Charge for Phase I shall not be less than the
Minimum Annual Service Charge.

Section 4.4 Administrative Fee

The Entity shall pay annually an Administrative Fee to the Town in addition to the
Annual Service Charge. The Administrative Fee shall be computed as two percent (2%) of the
Annual Service Charge or Minimum Annual! Service Charge, as applicable. This fee shall be
payable and due on or before December 31st of each year, and collected in the same manner as
the Annual Service Charge.

Sectioﬁ 4.5 Land Tax Credit Against Respective Annual Service Charges

The Entity, or its Transferee, shall pay the Annual Service Charge or the Minimum
Annual Service Charge in accordance with the terms of this Financial Agreement. The Entity, or
its Transferee, shall be entitled to a credit against the Annual Service Charge for the amount,
without interest, of the pro rata portion of the Land Tax payments made in the last Four (4)
preceding quarterly installments.

10



Section 4.6 Quarterly Installments

The Annual Service Charge or the Minimum Annual Service Charge, as the case may be,
shall be paid in quarterly installments on those dates when ad valorum real estate tax payments
on other properties within the Town are due, subject to adjustment for over payment or
underpayment within thirty (30) days after the close of each calendar year,

Section 4.7 Rights and Obligations Related to Long Term Tax Exemption

a) All Annuat Service Charge or Minimum Annual Service Charge payments, as the case
may be, made pursuant to this Financial Agreement shall be in lieu of taxes and the Town shall
have the rights and remedies of tax enforcement granted to a municipality by Applicable Law
just as if said payments constituted regular real property tax obligations on other real properties
within the Town.

b) If the ASC Commencement Date occurs on a date other than the last day of a quarter,
the amount of the ASC for such period shall be based on the per diem assessment for such
quarter.

c) Any lease of a Rental Unit to a Tenant shall be subject to the terms of this Financial
Agreement and shall not require the consent or approval of the Town. Upon the lease of the
subject Rental Unit, the Entity, or the Tenant, if required by the terms of its lease agreement,
shall be responsible for the payment of the applicable Annual Service Charge or Minimum
Service Charge calculated pursuant to this Financial Agreement.

Section 4.8. Bond Financing

Pursuant to the Redevelopment Agreement, the Town is obligated to finance certain
public improvements within Phase I. The Town may finance all or a portion of these public
improvements with bonds pursuant to the Redevelopment Area Bond Financing Law (“RA
Bonds™). If the Town finances all or a portion of the public improvements with RA Bonds, then
the payments in lieu of taxes provided for in this Agreement shall be assigned directly by the
Town as payment for the bonds and shall not be included in the general funds of the
municipality, nor shall they be subject to any laws regarding the receipt, deposit, investment or
appropriation of public funds. The payments in lieu of taxes provided for in this Agreement
shall not be used to pay for any bonds other than the RA Bonds permitted pursuant to the
Redevelopment Agreement and only in the amount permitted pursuant to the Redevelopment
Agreement. Furthermore, if the Town finances all or a portion of the public improvements with
bonds pursuant to the Redevelopment Area Bond Financing Law, then during the life of the
bonds, to the extent required by the Redevelopment Area Bond Financing Law, the Annual
Service Charge shall be the greater of (i) 10.1% of AGR or (ii) the Minimum Annual Service
Charge; and, pursuant to the Redevelopment Area Bond Financing Law, the staged increases to
the Annual Service Charge as normally required by the Exemption Law, and as set forth in
Section 4.2 of this Agreement, shall not apply during the life of the bonds, to the extent required
by the Redevelopment Area Bond Financing Law.
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ARTICLE V- DISPUTE RESOLUTION AND DEFAULT
Section 5.1 Agreement to Arbitrate

If the Town or the Entity breaches this Financial Agreement, or a dispute arises between
the Parties regarding the terms and provisions set forth herein, then the Parties shall submit the
dispute to the American Arbitration Association in the State of New Jersey, to be resolved in
accordance with its rules and regulations in such fashion as to accomplish the purposes of the
Exemption Law and this Financial Agreement. The costs of arbitration shall be borne equally by
the Parties involved in the arbitration. The award rendered by the arbitrator(s) shall be final, and
judgment may be entered upon it in accordance with Applicable Law in any court having
jurisdiction.

Section 5.2 Covenant to Make Payments

The Entity agrees that the timely payment of the Land Taxes, and the Minimum Annual
Service Charge or the Annual Service Charge, to the Town, as well as continued compliance
with the Applicable Laws, are material conditions of this Financial Agreement. The failure to
make any of the aforesaid payments in timely fashion shall constitute both a breach of this
Financial Agreement and a tax payment delinquency under Applicable Law,

Section 5.3  Failure to Perform Obligations Under This Agreement

The Parties hereto agree and acknowledge that the Long Term Tax Exemption is a stand
alone tax exemption. A failure on the part of the Entity to satisfy the terms and conditions of this
Financial Agreement, shall in no way affect the status or validity of any tax exemption granted
for other phases of the Project and as such shall not give rise to a right of the Town to declare a
default with regard to the unaffected phases of the Project.

Section 5.4  Notification of Breach Required

The Town shall notify the Entity in writing of any breach relating to the terms of this
Financial Agreement. If the Entity fails to cure the breach identified within sixty (60) Days after
the actual delivery of such notice by the Town, or within any additional periods to which the
Parties may agree -to, in writing, the Town may move to invalidate the Long Term Tax
Exemption upon (60) Days final written notice to the Entity, which shall inform the Entity that
the Long Term Tax Exemption shall terminate due to the breach of the terms of this Financial
Agreement. The Town shall not unreasonably refuse to grant a reasonable extension of the cure
period. If the Parties agree that the breach is not reasonably capable of cure within sixty (60)
Days from the mailing or delivery of the default notice, the Parties shall agree in writing to
extend the cure period for an appropriate period of time.

Section 5.5 Town’s Remedies Upon Default

The Town’s remedies upon its declaration of default shall be cumulative and concurrent.
No determination under this Financial Agreement shall deprive the Town of its right to proceed
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against the Entity for the nonpayment of the applicable Land Taxes, Minimum Annual Service
Charge or Annual Service Charge, as the case may be, including any arrearage that would accrue
in the absence of such determination.

Section 5.6 Force Majeure
Neither Party shall be liable to the other for failure to perform its obligations under this
Agreement due to fire, flood, strikes, or other industrial disturbances, accidents, war, riot,

insurrection, or other causes beyond the reasonable control of the Parties.

ARTICLE VI- LIMITATION ON PROFITS

Section 6.1 Entity's Covenant of Limitation on Profits

During the Exemption Term, the Entity's profits shall be limited, according to the
provisions of the Exemption Law and the definitions set forth therein. For any period, taken as
one accounting period, commencing on the ASC Commencement Date, and terminating at the
end of the last full fiscal year of the Exemption Term, in which the Entity's Net Profits exceed
the Allowable Net Profit, the Excess Net Profits shall be paid to the Town as an additional
Annual Service Charge within One Hundred Twenty (120) Days of the close of the Entity’s
fiscal year. '

Section 6.2 Permitted Reserves

During the term of this Financial Agreement, the Entity may maintain a separate reserve
against vacancies, unpaid rents and other contingencies in an amount not to exceed ten (10%)
percent of the Entity's Annual Gross Revenues (AGR) for the last full fiscal year and the Entity
may retain such part of the Excess Net Profits as is necessary to eliminate any deficiency in the
reserve as provided in the Exemption Law (hereinafter referred to as the “Reserve™).

ARTICLE VII- TERMINATION OF AGREEMENT AND INSPECTIONS

Section 7.1  Voluntary Termination of the Financial Agreement by Entity

Pursuant to the Exemption Law, the Entity or any Transferee may at any time after the
expiration of one (1) year from the ASC Commencement Date, notify the Town that, as of a
certain date designated in the notice, it relinquishes its status as an urban renewal entity under the
Exemption Law and that the Entity, or Transferee, has obtained the consent of the Commissioner
of the Department of Community Affairs, if required by Applicable Law. As of that date, all of
the obligations and requirements contained in this Financial Agreement shall terminate.
Notwithstanding the foregoing, pursuant to the Redevelopment Area Bond Financing Law, if the
Town finances all or a portion of the public improvements with bonds pursuant to the
Redevelopment Area Bond Financing Law, then the Entity, or any Transferee, shall not have the
right to relinquish its status as an urban renewal entity pursuant to this Section 7.1 as long as the
RA Bonds remain outstanding. If the Town finances all or a portion of the public improvements
with RA Bonds, the Town shall cause the RA Bonds to be retired prior to the expiration of this
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Agreement. Upon retirement of the RA Bonds, the Entity or any Transferee shall again have the
right to relinquish its status as an urban renewal entity pursuant to this Section 7.1 whereupon all
of the obligations and requirements contained in this Financial Agreement shall terminate.

Section 7.2 Termination and Final Accounting

Within Ninety (90) Days after the Termination Date, whether by affirmative action of the
Entity or by virtue of the provisions of the Applicable Law or pursuant to the terms of this
Financial Agreement, the Entity shall provide a final accounting and pay to the Town the
Reserve, if any, pursuant to N.J.S.A. 40A:20-15, as well as any Excess Net Profits, if any
payable as of that date. For purposes of rendering a final accounting, the termination of the
Financial Agreement shall be deemed to be the end of the fiscal year for the Entity.

Section 7.3 Taxes After Termination Date

After the Termination Date, the Long Term Tax Exemption shall expire, and the relevant
portion of the Phase I Premises and the Improvements constructed thereupon shall thereafter be
assessed and conventionally taxed according to Applicable Law as other real property in the
Town.

Section 7.4  Rights of Inspection

Pursuant to a reasonable written request, the Entity shall authorize the Town or its
representatives to examine (a) the Phase I Premises and equipment and other facilities of the
Entity, and (b) the Entity's books, contracts, records and documents, related to the Project. Such
examination shall be made during reasonable business hours, in the presence of a member or
agent of the Entity. The Parties agree that Ten (10) Days written notice shall constitute a
reasonable request for inspection. Notwithstanding the foregoing, the Entity may request an
extension of time for such examination and the Town shall consent to any reasonable request.
Except to the extent required by Applicable Law, all information and documentation provided
hereunder shall remain confidential and not subject to public disclosure.

ARTICLE VIII- SALE OR LEASE OF PROJECT

Section 8.1 Conveyance of Project

The Town and the Entity acknowledge and agree that the Town will consent to the
transfer of Phase I to another urban renewal entity, qualified and organized under the Exemption
Law (hereinafter referred to as a “Transferee™), provided such Transferee owns no other project
subject to the Exemption Law at the time of the transfer, and provided that the Transferee
assumes the Entity's obligations under this Financial Agreement (a “Transfer”). A Transfer
under this Section 8.1 shall not include the leasing of any Rental Units to any third-party. Upon
a Transferee’s assumption of the Entity’s obligations under this Financial Agreement, the Long
Term Tax Exemption shall continue to the benefit of the Transferee and any of its Transferees.
If the Entity transfers Phase I to a Transferee pursuant to this Section 8.1, then upon such transfer
the Entity shall pay an administrative fee to the Town equal to two (2%) percent of the ASC for
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the processing of such request for the continuation of the Long Term Tax Exemption to the
benefit of the Transferee and any of its Transferees.

Section 8.2 Obligations of Entity and Transferee After Conveyance

If the Entity Transfers Phase I to a Transferee pursuant to Section 8.1 hereof, then the
Entity shall be absolutely discharged from any further obligations regarding Phase I and shall be
qualified to undertake another project pursuant to the Exemption Law, . Within ninety (90) Days
after the date of a Transfer, the Entity shall pay to the Town any Reserve maintained by it
pursuant to this Financial Agreement, as well as any Excess Net Profits payable to the Town
pursuant to this Financial Agreement and the Exemption Law.

ARTICLE IX- ENTITY'S COVENANTS AND REPRESENTATIONS

Section 9.1 Management and Operation

Subject to its right to Transfer pursuant to Section 8.1 of this Financial Agreement, the
Entity represents and covenants that the Entity will manage and operate Phase I as a multi-family
rental project containing two hundred sixty eight (268) residential units, twenty-six (26) of which
will be affordable units for low and moderate income households, together with such common
area amenities, infrastructure and ancillary improvements as are commonly associated with
mixed-use projects of this nature, in a manner consistent with the Redevelopment Agreement and
the Redevelopment Plan, or will contract with a third party management company to perform
same. The Entity shall be free to enter into leases for the Rental Units, without the consent of the
Town.

Section 9.2 Computation of Gross Revenue

The Entity shall calculate the Annual Gross Revenue in accordance with this Financial
Agreement and shall be shown on the Entity's Annual Audit Statement.

Section 9.3 Annual Audit Report

For so long as the Entity owns Phase I and within ninety (90) Days after the close of each
fiscal or calendar year {depending on the Entity’s accounting basis) that this Financial
Agreement shall continue in effect, the Entity shall submit to the Mayor of the Town, the
Governing Body and the New Jersey Division of Local Government Services within the New
Jersey Department of Community Affairs, its Annual Audited Statement for the preceding fiscal
or calendar year in accordance with the Exemption Law. The report shall clearly identify and
calculate the Net Profit for the Entity during the previous fiscal year. The Entity assumes all
costs associated with preparation of the Annual Audited Statements. Except to the extent
required by Applicable Law, all financial information provided hereunder shall remain
confidential and not subject to public disclosure.
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Section 9.4  Total Project Cost Audit

Within ninety (90) days after a Certificate of Completion is issued for Phase I, the Entity
shall submit to the Mayor and Governing Body, an audit of Total Project Cost, certified as to
actual construction costs by the Entity’s architect.
Section 9.5  Entity Bound by the Exemption Law

The Entity shall, at all times prior to the Termination Date, remain bound by the
provisions of the Exemption Law.

ARTICLE X - MISCELLANEOUS PROVISIONS

i

Section 10.1 Governing Law and Conflicts

This Financial Agreement shall be governed by the provisions of Applicable Law
including but not limited to the Exemption Law. The Parties agree that in the event of a conflict
between this Financial Agreement and the Application, the language contained in this Financial
Agreement shall govern and prevail.

Section 10.2 Oral Representation

Neither Party hereto has made any oral representation that is not contained in this
Financial Agreement. This Financial Agreement and the Application, including all of the
Exhibits attached and annexed thereto, constitute the entire Financial Agreement by and between
the Parties.

Section 10.3 Modification

There shall be no modification of this Financial Agreement except by virtue of a written
instrument executed by and between both Parties.

Section 10.4 Notices

All notices required hereunder shall be sent by certified mail, return receipt requested, or
by recognized overnight courier, with proof of delivery, addressed as follows:

a) When sent by the Town to the Entity:

Richard Murphy

Morristown Development Urban Renewal Phase I, LLC
c/o Mill Creek Residential

135 Route 202/206, 3rd Floor

Bedminster, New Jersey 07921
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with a copy to:

Andy S. Norin, Esq.

Drinker Biddle & Reath LLP

500 Campus Drive

Florham Park, New Jersey 07932

b) When sent by the Entity to the Town:

Honorable Mayor Timothy Dougherty
Town of Morristown

200 South Street, CN 914
Morristown, New Jersey 07963-0914

with a copy to:

Vijayant Pawar, Esq., Town Attorney
Town of Morristown

200 South Street, CN 914
Morristown, New Jersey 07963-0914

with a copy to:

Michael Rogers, Business Administrator
Town of Morristown

200 South Street, CN 914

Morristown, New Jersey 07963-0914

and a copy to:

John P. Inglesino, Esq.

Inglesino, Pearlman, Wyciskala & Taylor, LLC
600 Parsippany Road, Suite 204

Parsippany, New Jersey 07054

In addition, if the Entity delivers formal written notice to the Town in accordance with this
Agreement, of the name and address of Entity’s mortgagee, then the Town shall provide such
mortgagee with a copy of any notice required to be sent to the Entity.

Section 10.5 Indemnification

If the Town becomes named as a party defendant in any action brought against the Entity
by reason of any breach, default, or violation of any provision of this Financial Agreement
and/or the Exemption Law, but not including any taxpayer actions brought against the Town or
the Entity, the Entity shall defend, indemnify and hold the Town harmless to the extent that the
Entity is found to be liable in the action, except for any negligence or misconduct by the Town or
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any of its officers, officials, employees, consultants or agents, and the Entity agrees to defend the
suit and indemnify the Town as set forth herein at its own expense.

Section 10.6 Severability

If any term, covenant or condition of this Financial Agreement shall be judicially
declared to be invalid or unenforceable, the remainder of this Financial Agreement or the
application of such term, covenant or condition to persons or circumstances other than those as to
which it is held invalid or unenforceable, shall not be affected thereby, and each term, covenant
or condition of this Financial Agreement shall be valid and be enforced to the fullest extent
permitted by Applicable Law.

If any portion of this Financial Agreement shall be judicially declared to be invalid and
unenforceable and provided that a default has not been declared pursuant to this Financial
Agreement, the Parties shall cooperate with each other to take the actions reasonably required to
restore the Financial Agreement in an manner contemplated by the Parties, including, but not
limited to the authorization and amendment of this Financial Agreement in a form reasonably
drafted to effectuate the original intent of the Parties.

Section 10.7 Good Faith
The Entity and the Town agree to act in good faith in all of their dealings with each other.
Section 10.8 Certification

The Town Clerk shall certify to the Town Tax Assessor, pursuant to the Exemption Law,
that this Financial Agreement entered into by the Town and the Entity has been lawfully entered
into and is in effect pursuant to the Exemption Law. The delivery by the Town Clerk to the
Town Tax Assessor of a certified copy of the Ordinance shall constitute the required
certification. Upon the delivery of the certification as required hereunder, the Town Tax
Assessor shall implement the Long Term Tax Exemption and continue to enforce the Long Term
Tax Exemption without further certification by the Town Clerk until the Termination Date.
Further, upon the adoption of this Financial Agreement, the Ordinance shall be transmitted to the
Director of the Division of Local Government Services State of New Jersey Department of
Community Affairs by the Town Clerk.

Section 10.9 Exhibits
This Financial Agreement in its proposed form appears as an attachment to the

Application for Long Term Tax Exemption as Exhibit B. This Financial Agreement along with
each Exhibit attached and annexed hereto is incorporated into the Application.
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Section 10.10 Recording

This Agreement, or a memorandum of this Agreement, may be filed and recorded with
the Morris County Clerk by the Entity, and same may be discharged by the Entity or the Town
upon the Termination Date.

Section 10.11 Counterparts

This Agreement may be simultaneously executed in counterparts, each of which shall be
an original and all of which shall constitute but one and the same instrument.

Section 10.12 Estoppel Certificate

Within thirty (30) days following written request therefore by the Entity, or any
mortgagee, purchaser, tenant or other party having an interest in the Project, but no more than
twice per year and at no expense to the Town, the Town shall issue a signed estoppel certificate
in reasonable form stating that (i) this Financial Agreement is in full force and effect, (ii) to the
best of the Town’s knowledge, no default has occurred under this Agreement (nor any event
which, with the passage of time and the giving of notice would result in the occurrence of a
default) or stating the nature of any default; and (iii) stating any such other reasonable information
as may be requested. In the event the estoppel certificate discloses a default, it shall also state the
manner in which such default may be cured.

[The Remainder of this Page Intentionally Left Blank]|
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IN WITNESS WHEREQOF, the Parties have caused this Financial Agreement to be
executed the day and year first above written.

Morristown Development Urban Renewal Phase I, LLC,
a New Jersey limited liability company

By:

By:

By:

By:

Morristown Development, LLC,
a Delaware limited liability company, its sole member

NJ 106 Morristown Limited Partnership,
a Delaware [imited liability partnership, its authorized member

NJ 103 Apartments GP LLC,
a DeIa are limited llabxhty company, its general partner

M//wﬂé

Name Aicharo €.
Title: s ¢£ - /’fﬁ:u/m/y

TOWN OF MORRISTOWN

Timothy Dougherty, W
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ACKNOWLEDGEMENT

STATE OF New Je£5€7
) SS.:
COUNTY OF Su35€ X )
Be it remembered that on the &, day of _JUDNE ,2012, £icharp Md@(‘j

personally appeared before me, and this person acknowledged under oath, to my satisfaction that:

(a) heisthe Ve -Aesiden? of NJ 103 Apartments GP LLC, the general partner of
NJ 106 Morristown Limited Partnership, an authorized member of Motristown
Development, LLC, the sole member of Morristown Urban Renewal Phase I, LLC,
the limited liability company named as Entity in the attached Financial Agreement;

(b) he is authorized to execute the attached Financial Agreement on behalf of the Entity;

(c) he executed the attached Financial Agreement on behalf of and as the act of the
Entity; and '

(d) the attached Financial Agreement was signed and made by the Entity as its duly
authorized and voluntary act.

C &@ﬂg R R

TRICIA JO GREYKOWSKI
Notary Public
State of New Jersey

My Commission Expires Nov 5, 2014




ACKNOWLEDGEMENT

STATE OF NEW JERSEY )
) SS:
COUNTY OF MORRIS )

BE IT REMEMBERED, that on this 2f"day of __¢ June , 2012 before me,
the subscriber, personally appeared Timothy Dougherty, who, being by me duly sworn on his
oath, deposes and makes proof to my satisfaction that he is the Mayor of the Town of
Morristown, the Town named in the within Instrument; that the execution, as well as the making
of this Instrument, have been duly authorized by the Town, that deponent well knows the seal of
said Town; and that the seal affixed to said Instrument is the proper seal and was hereto affixed
by Matthew Stechauner, Town Clerk, and said Instrument was signed and delivered by said
Mayor as and for the voluntary act and deed of said Town.

ALl

Kristen E. Wedderburn R
Notary Expires: April 16, 2013 -
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EXHIBIT B - APPLICATION



APPLICATION FOR TAX EXEMPTION
OF

MORRISTOWN REDEVELOPMENT URBAN RENEWAL PHASE I, LLC



In accordance with the requirements of the Long Term Exemption Law, N.J.S.A.
40A:20-1, et seq., (hereinafter referred to as the “Exemption Law”), Morristown
Development Urban Renewal Phase [, LL.C (hereinafter referred to as the “Applicant” or the
“Entity”) respectfully submits to the Mayor and Governing Body of the Town of
Morristown (hereinafter referred to as the “Town”) this Application for Long Term Tax
Exemption along with those documents attached and annexed hereto.

Applicant’s Name and Address:

Morristown Development Urban Renewal Phase [, LLC
135 Route 202/206, 3rd Floor
Bedminster, New Jersey 07921

Project Name: Speedwell Avenue Redevelopment (Phase D

1. Identification of Project Premises:

The Project Premises is located within the Speedwell Avenue Redevelopment Area
and consists of a series of parcels of property containing approximately 2.38 acres of real
property identified on the Town Tax Map as Tax Block 5803 Lots 29, 30, 31, 32, 33 and
portions of Lots 34 and 37. : '

2. General Statement of Nature of Redevelopment Project:

The proposed Redevelopment Project consists of the development, construction and
operation of a mid-rise apartment building containing not more than two hundred sixty eight
(268) residential units, twenty-six (26) of which will be affordable units for low and
moderate income households, togethier with such common area amenities, infrastructure and
ancillary improvements as are commonly associated with mixed-use projects of this nature
(the “Project”). The Applicant’s undertaking of the Project pursuant to the Amended
Speedwell Redevelopment Plan and the Amended and Restated Redevelopment Agreement,
dated January 12, 2012, between Morristown Development, LLC and the Town (the
“ARDA”), conforms to all applicable municipal ordinances. The Project is the first phase of
the Speedwell Avenue Redevelopment Project and accords with the Amended Speedwell
Redevelopment Plan and the Master Plan of the Town.

3. Description of the Project:

The following documents depicting and describing the Project area and the proposed
apartment units in the Project are attached hereto and made a part hereof as Exhibit A: (a)
Site plans prepared by Dewberry-Goodkind, Inc. dated February 3, 2012, consisting of
sheets G-001 through G-003, C-001, C-100 through C-110 and C-501 through C-506; (b)
Survey and Major Subdivision of Lands Preliminary/Final Plat prepared by Richard F.
Smith, Jr., dated January 20, 2012; and (c) Architectural Floor Plans and Elevations
prepared by Marchetto Higgins Stieve, dated February 3, 2012, consisting of sheets SP1-and
Al through A11.



4, Type of Tax Exemption Requested:

Pursuant to the Exemption Law, the Entity seeks a long-term tax exemption for the
Project. The Applicant requests that the Annual Service Charge for the Project be
calculated at 10.1% of the Annual Gross Revenue.

5. Term of Exemption:

The Applicant requests that the term of the long-term tax exemption be for a period
of Thirty (30) years from the date of the Town’s issuance of a Certificate of Occupancy for
the Project.

6. Financial Agreement:

. The proposed Financial Agreement between the Town and the Applicant (therein
referred to as the Entity) is attached and annexed hereto as Exhibit B.

7. Estimation of Total Project Cost:

Pursuant to the Exemption Law, N.J.S.A 40A:20-3(h), the statement prepared by an
architect or engineer licensed in the State of New Jersey setting forth the estimated Total
Project Cost for the Project (the Project does not include fee simple units) is set forth in the
schedule attached and annexed hereto as Exhibit C.

8. Redevelopment Process Timeline:

Attached and annexed hereto as Exhibit D is a copy of the Applicant’s proposed
Redevelopment Project Timeline containing information relevant to the development and
construction of the Project. The proposed Redevelopment Process Timeline also appears as
an attachment to the ARDA and is subject to the terms thereof.

9, Financial/Fiscal Plan:

A proposed Financial/Fiscal Plan for the Project outlining the Total Project Costs,
projected annual gross revenue, the estimated expenditure for operation and maintenance of
the Project, projected net operating income, project yield and the anticipated interest rate for
construction financing is annexed hereto and made a part hereof as Exhibit E.

10. Sources, Method and Amount of Financing For Project:

The Applicant will finance the development and construction of the Project through
a combination of debt financing secured by the Project Premises and the Project (not to
exceed seventy percent (70%) of the Total Project Cost), private equity from ‘Prudential
Insurance Company of America, Inc. and other private equity investors and the equity
investment of the Redeveloper as set forth in and subject to the terms of the ARDA.

The estimated amount of financing for the Project to be obtained by the Applicant
through each method of financing set forth above is set forth in the proposed
Financial/Fiscal Plan attached hereto.



11.  Applicant’s Relationship to Project Premises:

The Applicant or its affiliate is the record owner in fee or has entered into valid and
binding contracts to purchase each parcel of property within the Project Premises pursuant
to the terms and conditions set forth in the ARDA.

12. Minimum Annual Service Charges and Annual Service Charges:

Commencing upon the Effective Date of the Financial Agreement attached hereto
the Applicant shall pay the Minimum Annual Service Charge.

Upon the Town’s issuance of a Certificate of Occupancy for the Project, the
Applicant shall pay the Minimum Annual Service Charge or the Annual Service Charge or
pro rata share thereof, whichever is greater.

(A) Minimum Annual Service Charge

The Minimum Annual Service Charge for the Project shall be
equal to the amount of Land Taxes levied against the real property
upon which the Project is constructed in the last full tax year in which
such real property was subject to taxation.

(B) Annual Service Charge

The Annual Service Charge shall be calculated as 10.1% of the
Annual Gross Revenue from the Project. Attached and annexed hereto
as Exhibit F is a projection of the Annual Gross Revenue and the
Annual Service Charge for the Project.

13. Zoning Information:

The Project Premises are situated within the Speedwell Avenue Redevelopment
Area, designated as an area in need of redevelopment pursuant to the Local Redevelopment
and Housing Law. The redevelopment of the Project Premises is subject to the terms,
conditions and restrictions contained within the Amended Speedwell Redevelopment Plan,
as adopted by the Governing Body, and as may be subsequently amended, and the ARDA.

14. Real Estate Taxes:

The total real property taxes paid on the Project Premises for the 2011 Tax Year
were Sixty Four Thousand Nine Hundred Eighteen and 00/100 Dollars ($64,918.00).
Attached and annexed hereto as Exhibit G are true copies of the Tax Bills for the Project
Premises for 2011 Tax Year. '

15. Municipal Tax Assessment:

The total real property aggregate assessed value of the Phase I Project Premises is
Two Million Three Hundred Eighty One Thousand Eight Hundred and 00/100 Dollars
($2,381,800.00) for the 2012 Tax Year. Attached and annexed hereto as Exhibit H is a
tabulation of the aggregate assessed value of the Phase I Project Premises for 2012. The
Town has provided the estimated 2012 aggregate assessed value and believes that same is
accurate as presented herein.



16. Disclosure Statement:

The Applicant is a limited liability company formed and operated pursuant fo the
laws of the State of Delaware. Its status as an urban renewal entity will be duly qualified by
the Commissioner of the State of New Jersey Department of Community Affairs. Attached
and annexed hereto as Exhibit I is a true copy of the Disclosure Statement for Morristown
Development Urban Renewal Phase I, LLC. ' :

17. Certification as to Commencement of Construction:

The Applicant hereby certifies that it has not and will not commence construction of
the Project prior to adoption by the Town’s Governing Body of a Resolution approving this
Application and an appropriate Ordinance approving and making effective this Long Term
Tax Exemption and Financial Agreement and authorizing the Mayor or other appropriate
official to execute the Financial Agreement. '

18.  Compliance with State Law:

The Project Premises are situated within the Speedwell Avenue Redevelopment
Area. As such the Project Premises meets the requirements of the Exemption Law for
consideration for long term tax exemption. In addition, the Applicant is lawfully established
as an urban renewal entity and approved as such by the Commissioner of the State of New
Jersey Department of Community Affairs. As a result thereof, it is or will be entitled to
receive the benefits of the long term tax exemption under the Exemption Law. The
proposed Project will be developed and constructed in accordance with the guidelines, goals
and objectives set forth in the Amended Speedwell Redevelopment Plan.

19, Certificate of Formation:

Attached and annexed hereto as Exhibit J is a true copy of the filed Certificate of
Formation of Morristown Development Urban Renewal Phase I, LLC which will be
reviewed and approved by the Commissioner of the State of New Jersey Department of
Community Affairs.



20.' Exhibits:

The following exhibits are attached and annexed to this Apptlication for Long Term
Tax Exemption and are hereto incorporated herein:

Exhibit A: Description of Project
Exhibit B: Financial Agreement
Exhibit C: Total Project Cost
Exhibit D: Development Process Timeline .
Exhibit E: Financial/Fiscal Plan
 Exhibit F: Projected Annual Gross Revenue and Annual Scrv1ce Charge
_ Exhibit G: 201 1 Real Estate Taxes
Exhibit H: Aggregate Assessed Value of the Phase I Pr0}ect Premises for 2012
Exhibit I: Disclosure Statement
Exhibit J: Certificate of Formation



I hereby certify to the best of my knowledge and belief, that all of the information
contained in this application is true and correct.

MORRISTOWN DEVELOPMENT
URBAN RENEWAL PHASE I, LL.C
By: Morristown Development, LLC,
a Delaware limited liability company

By: NI 106 Morristown Limited Partnership,
a Delaware limited liability partnership

By:  NJ103 Apartments GP LLC,
a Delawarc limited lmbxl:ty company, its general partner

By: /(%\
e: fiehdro & A

Title:

-7 -



| EXHIBIT A
- DESCRIPTION OF PROJECT
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FINANCIAL AGREEMENT FOR
LONG TERM TAX EXEMPTION
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and
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THIS FINANCIAL AGREEMENT is made this day of , 2012
(hereinafter this “Agreement” or “Financial Agreement”) between Morristown Development
Urban Renewal Phase I, LLC (hereinafter referred to as the “Entity”) a New Jersey limited
liability company having its principal office at 135 Route 202/206, 3rd Floor, Bedminster,
County of Somerset and State of New Jersey 07921; and the Town of Morristown, a public
body corporate with offices located at 200 South Street, Morristown, New Jersey 07963 (the
“Town™; and together with the Entity, the “Parties” or “Party™). _ '

WITNESSETH:

WHEREAS, on February 10, 2004, pursuant to Resolution No. 31-04, the Morristown
- Town Council (the “Governing Body”) designated the following parcels as “an area in need of
redevelopment” (the “Redevelopment Area™) in accordance with the New Jersey Local
Redevelopment and Housing Law N.J.S.A. 40A:12A-1 et. seq., as amended and supplemented
(the “Redevelopment Law”): Tax Block 5803 Lots 1, 2, 3, 4, 5, 6, 7.01, 7.02, 7.03, 7.04, 7.05,
7.06, 7.07, 7.08, 7.09, 29, 30, 31, 32, 33, 34, 35, 36, 37, 38, 39, 40, 41, 42, 43, 44, 44.01, 44.02
and 44.03; Tax Block 5702 Lots 19, 20, 21, 22, 23, 24, 25, 26, 27, 28 and 29 and Tax Block
5001 Lots 4, 5, 6,7, 7.01, 8,9, 10, 11 and 12, all as shown on the official Tax Maps of the Town
- of Morristown; and

WEEREAS, on September 18, 2007, pursuant to Ordinance O-30-07, the Governing
Body adopted ‘a redevelopment plan for the Redevelopment Area, which was amended by
adoption of Ordinance O-38-07 by the Governing Body on November 29, 2007 (the “Original

Redevelopment Plan™); and

WHEREAS, the Original Redevelopment Plan was further amended and restated by '
adoption of Ordinance O-19-11 by the Governing Body on October 13, 2011 (together with any
subsequent amendments thereto, the “Redevelopment Plan™); and

WHEREAS, on January 22, 2009, the Town and Morristown Development, LLC
(“Redeveloper™) entered into a redevelopment agreement, which was approved by the Governing
Body on December 4, 2008 pursuant to Resolution R-177-08 (the “Original Redevelopment

Agreement”),

WHEREAS, the Original Redevelopment Agreement was amended and restated
pursuant to that certain Amended and Restated Redevelopment Agreement between the Town
and Redeveloper, dated January 12, 2012, which was approved by the Governing Body on
January 12, 2012 pursuant to Resolution R-27-2012 (together with any subsequent amendments
thereto, the “Redevelopment Agreement™); and

WHEREAS, the Redevelopment Agreement sets forth the terms and conditions by which
the Redeveloper will redevelop certain portions of the Redevelopment Area on a phased basis

(the “Project™); and

WHEREAS, subject to all applicable government approvals, the first phase (“Phase I}
of the redevelopment will be located within the portion of the Redevelopment Area set forth on

1



Exhibit A annexed hereto (the “Phase 1 Premises™) and is contemplated to consist of the
construction of a maximum of Two Hundred Sixty Eight (268) residential units offered on a
rental basis, of which twenty six (26} will be affordable to low and moderate income households
in accordance with the terms of the Redevelopment Plan and the Redevelopment Agreement; and

WHEREAS, the Redeveloper has formed the Entity, pursuant to the Exemption Law, to
own and develop Phase [; and

WHEREAS, the Entity applied to the Governihg Body for a long term tax exemption
pursuant to the Exemption Law with respect to Phase I pursuant to the application annexed
hereto as Exhibit B (the “Application™); and

_ WHEREAS, by Resolution_ R-[ ], dated | ], 2012, the Governing Body
approved the Entity’s Application; and thereafter by Ordinance O- |, dated | 1
2012 (the “Ordinance”), a copy of which is annexed hereto as Exhibit C, the Governing Body
granted the long term tax exemption requested by the Entity, subject to the terms and conditions
of this Financial Agreement, and

WHEREAS, pursuant to this Financial Agreement, the Town and the Entity desire to set
forth in detail their mutual rights and obllgatlons with respect to the long term tax exemption
applicable to Phase I; and :

WHEREAS, the Govermng Body has rev1ewed the Apphcatlon and has made the
following findings: B .

A. Benefits of Project v. Costs.

i The total real estate tax revenue for the Tax Year 2011 received by the Town
~ from those parcels of property upon which Phase I is anticipated to be constructed was
: appr0x1mately $64,918.00.

ii. The development and construction of Phase I, including infrastructure
improvements as set forth in the Redevelopment Agreement and Redevelopment Plan will be
beneficial to the overall community; will achieve the goals and objectives of the Redevelopment
Plan; will help revitalize the Redevelopment Area; will improve the quality of life for the
community; will serve as a catalyst for further private investment in areas surrounding the.
Redevelopment Area and will enhance the economic development of the Town.

il It is anticipated that Phase 1 will create a substantial number of full-time
equivalent construction jobs over the duration of the construction of Phase I, as well as other job
opportunities after the completion of same.

iv. Pursuant to this Financial Agreement, Phase I is projected to generate revenue for
the Town well in excess of the revenue generated by the existing ad valorum taxes received in
Tax Year 2011. The Town’s authorized officers and employees have determined that the
benefits to the Town accruing as a result of Phase I will substantially outweigh the costs to the
Town resulting from the long term tax exemption granted herein.



B. Importance of Long Term Tax Exemption,

The Governing Body’s approval of the long term tax exemption set forth herein is
essential to the success of this Project because:

i The relative stability and predictability of the Annual Service Charge associated
with Phase I of the Project will make it more attractive to financial institutions whose
participation is necessary in order to finance Phase I of the Project. Without a long-term tax
exemption for Phase I of the Project, it will not be financially viable.

ii. The relative stability and predictability of the Annual Service Charge will allow
the Entity to provide a high level of maintenance for the Phase I Premises and will have a
positive impact on the surrounding area and community.

NOW, THEREFORE, in consideration of the mutual covenants and agreements set
forth herein, and for other good and valuable consideration, the Parties to this Agreement
mutually covenant and agree as follows: :

ARTICLE I- GENERAL PROVISIONS

Section 1.1 Governing Law

This Financial Agreement shall be govemned by the provisions of the Long Term Tax
Exemption Law, N.J.S.A. 40A:20-1 et seq., as amended and supplemented (the “Exemption
- Law”), the Redevelopment Law, the Ordinance, and all other Applicable Laws. It is expressly

" .understood and agreed that the Town relied upon the facts, data, and representations contained in
the Application in its granting of the Long Term Tax Exemption, and the Application is hereby
incorporated into this Financial Agreement by reference.

Section 1.2 General Definitions

Unless specifically provided otherwise or the context otherwise requires, when used in
this Agreement, the following terms and phrases shall have the following respective meanings:

i Administrative Fee — The annual fee paid to the Town by the Entity, as set forth
in Section 4.4 of the Agreement.

il. Agreement or Financial Agreement — Shall have the meaning specified in the
' preamble hereof.

iii. Allowable Net Profit (also referred to as "ANP") — The amount arrived at by
multiplying the Allowable Profit Rate by the Total Project Cost pursuant to the
Exemption Law.




v,

vil.

Viti.

x1.

Xil.

Allowable Profit Rate (also referred to as the "APR") - The greater of twelve
(12%) percent or the percentage per annum arrived at by adding one and one-
quarter (1.25%) percent to the annual interest percentage rate payable on the
Entity's permanent mortgage financing for Phase I. If the initial permanent
mortgage is insured or guaranteed by a Governmental Agency, the mortgage
insurance premium or similar charge shall be considered as interest for this
purpose. If there is no permanent mortgage financing or if the financing is
internal or undertaken by a related party, the APR shall be the greater of twelve .
{12%) percent or the percentage per annum arrived at by adding one and one-
quarter (1.25%) percent to the prevailing per annum interest rate on mortgage
financing on comparable mixed-use projects within Morris County.

Annual Gross Revenue (dlso referred to as the “AGR”) — Annual gross

revenue for Phase I, as determined pursuant to the Exemption Law and the terms
of this Financial Agreement.

Annual Service Charge (also referred to as the “ASC”) — The total annual

. amount that the Entity has agreed to pay the Town for municipal services supplied

to Phase I, which sum is in lieu of any taxes on the Improvements pursuant to the

 Exemption Law. The Annual Service Charge shall be calculated pursuant to

Article I'V hereof.

Annual Audited Statement - Shall mean a complete financial statement

outlining the financial status of Phase I, which shall also include a computation of -
the Total Project Cost, Net Profit, and Annual Gross Revenue, prepared annually
by the Entity’s certified public accountant. The contents of each Annual Audited
Statement shall be prepared in conformity with Generally Accepted Accountmg
Prmc:lples and thls Financial Agreement

Applicable Law: Shall mean any and all federal, state and local laws, rules,

regulations, rulings, court orders, statutes and ordinances applicable to Phase I,
the Phase I Premises and the Long Term Tax Exemption.

'Application — Shall have the meaning specified in the preamble of this Financial

Agreement.

ASC Commencement Date — The date of issuance of a Certificate of Occupancy -

for Phase 1.

Certificate of Occupancy - A temporary or permanent certificate of occupancy
issued by the appropriate Town official, pursuant to N.J.S.A. 52:27D-133,
authorizing the occupancy of a building or any portion thereof.

Certificate of Completion — A written certificate issued by the Town, pursuant to
the Redevelopment Agreement, acknowledging that the Redeveloper bas




Xiii.

Xiv.

Xv.

XVi.

- xvil.

Xviii.

Xix.

XX.

Xxi.

xxil.

performed all of its duties and obligations pursuant to the Redevelopment
Agreement with regard to Phase I, and the issuance of which shall release Phase 1,
and the Phase I Premises, from the obligations, liabilities and covenants and
restrictions contained in the Redevelopment Agreement, the Redevelopment Plan
and Applicable Law.

Days- Whenever the word “Days” is used to denote time, it shall mean calendar
days.

Debt Service — The amount required to make annual payments of principal and
interest or the equivalent thereof on any construction mortgage, permanent
mortgage or other financing including returns on institutional equity financing and
market rate related party debt for Phase I for the Exemption Term.

Default - A breach or failure of the Town or the Entity to perform any obligation
imposed by the terms of this Financial Agreement, or under the Exemption Law,
beyond any applicable grace or cure periods set forth in this Financial Agreement.
Any Default declared to occur pursuant to this Agreement with regard to Phase I
shall in no manner affect the validity or status of a long term tax exemption
granted for any other phase of the Project.

Effective Date — The Date of this Agreement.

Entity ~ Shall mean the entit§ specified in the preamble of this Financial
Agreement, which shall be qualified as an urban renewal entity under the

Exemption Law. Unless the context provides otherwise, it shall also include any -

Transferee.

Excess Net Profits - The amount of Net Profits that exceeds the Allowable Net
Profits (ANP) for the applicable accounting period as determined in accordance
with the Exemption Law.

Exemption Law - Shall have the meaning specified in Section 1.1 of this
Financial Agreement.

Exemption Term — The period beginning on the ASC Commencement Date and
ending on the Termination Date.

F inancial/Fiscal Plan — The statement attached and annexed hereto as Exhibit D,
which outlines the proposed sources of funding and capital contributions for
Phase L.

Governing_Body- Shall have the meaning specified in the preamble of this
Financial Agreement.




XXlil. Improvements - Shall mean any building, structure or fixture permanently
affixed to the Phase 1 Premises to be constructed and exempt under this
Agreement.

XXiv. Land Taxes — Shall mean the amount of real estate taxes levied on the Phase I
Premises, exclusive of any Improvements related thereto.

XXV, Land Tax Payments — Qilarterly payments made on the due dates, including
approved grace periods, if any, for the Land Taxes as determined by Applicable
Law. ‘

XXV1. Long Term Tax Exemption — The long term tax exemption granted in

accordance with the Exemption Law pursuant to this Financial Agreement.

Xxvii. Minimum Annual Service Charges — The amount of the land taxes levied
against the Phase I Premises in the last full tax year in which the Phase I Premises
was subject to taxation. The Parties acknowledge and agree that the land taxes
levied against the Phase I Premises in the last full tax year in which the Phase I -
Premises was subject to taxation was $64,918.00.

XX viii. Net Profit - Annual Gross Revenue (AGR) less all operating and non-operating
expenses and costs of the Entity, all determined in accordance with Generally
Accepted Accounting Principles and the provisions of the Exemption Law; where
such operating and non-operatidg expenses and costs shall include but not be
limited to the Debt Service and an annual amount sufficient to amortize (utilizing
straight line methodology), the Total Project Cost over the life of the long term
tax exemption granted herein but shall exclude depreciation and obsolescence,
income taxes, and salaries, bonuses and other compensation paid to directors,
officers and stockholders of the Entity as set forth in the Exemption Law.

XXIX. Ordinance — Shall have the meaning spe01ﬁed in the preamble of this Financial
Agreement.
XXX. Original Redevelopment Agreement — Shall have the meai:jng defined in the

preamble of this Financial Agreement.

XXXi. Original Redevelopment Plan — Shall have the meaning defined in the preamble
of this Financial Agreement.

XXXil. Party or Parties — Shall have the meaning specified in the preamble of this
Financial Agreement.

XXXI11. Phase I - Shall have the meaning specified in the preamble of this Financial
Agreement.



XXXiv.

XXXV,

XXXVI.

XXXVIi.

XXXViil.

x1.

xli.

- xlii.

xliii.

xliv.

xlv.

xIwvi.

xMvii.

xiviii.

- Financial Agreement.

Phase 1 Premises — Shall have the meaning specified in the preamble of this
Financial Agreement.

Project - Shall have the meaning specified in the preamble of this Financial
Agreement.

Redeveloper — Shall have the meaning specified in the preamble of this Financial
Agreement. :

Redevelogmeht Agreement- Shall have the meaning specified in the preamble of
this Financial Agreement.

Redevelopment Area — Shall have the meaning defined in the preamble of this
Financial Agreement.

Redevelopment Area Bond.' Financing Law - The Redevelopment Area Bond
Financing Law, N.J.S.A. 40A:12A-64 et seq., as amended and supplemented.

Redevelopment Law —~ Shall have the meaning defined in the preamble of this
Financial Agreement.

Redevelopment Plan — Shall have the meanmg defined in the preamble of this

Rental Units — A unit of space w1th1n Phase I demgned to be used as a home or * -
residence and made available for rent to the public.

Reserve — Shall have the meaning defined in Section 6.2 of this Financial

Agreement.
Tenant — Any tenant of the Rental Units.

Termination Date — The earlier to occur of (it?. the thirty-fifth (35™) anniversary
of the Effective Date; (ii) the thirtieth (30™) anniversary date of the ASC
Commencement Date; or (iii) such other date as this Financial Agreement may
terminate pursuant to the terms hereof or pursuant to Applicable Law.

Total Project Cost (also_referred to as “TPC”)- The total cost of developing
Phase I in accordance with the Exemption Law.

Town — Shall have the meaning specified in the preamble of this Financial
Agreement.

Transfer — Shall have the meaning specified in Section 8.1 of this Financial
Agreement.



- xlix. Transferee — Shall have the meaning specified in Section 8.1 of this Financial
Agreement.

ARTICLE II- PROJECT AND PROJECT PREMISES

Section 2.1. Town’s Findings

Pursuant to the Exemption Law, the Town finds that the Long Term Tax Exemption
granted pursuant to this Financial Agreement will benefit the Town and the community by
assuring the success of the redevelopment of the Redevelopment Area, which has exhibited the
statutorily recognized redevelopment criteria for several years. The benefits of granting the
Long Term Tax Exemption will substantially outweigh the costs, if any, associated with the
Long Term Tax Exemption. The Long Term Tax Exemption is important to the Town, the
Entity and the Tenants because without the incentive of the Long Term Tax Exemption, it is
unlikely that Phase I or the Project would be undertaken. The Long Term Tax Exemption is
expected to attract future occupants to Phase I and it will help to offset the extraordinary costs of
developing and constructing Phase I. The high costs associated with the development and
construction of Phase I and the real estate taxes that would otherwise be levied upon Phase I
would operate as a disincentive to the redevelopment of the Redevelopment Area, and would
therefore frustrate the objectives and goals of the Redevelopment Plan and would make the
Phase I materially less competitive in the marketplace.

Section 2.2  Approval of Agi'eemenf -
The Town hereby approves the Long Term Tax Exemption for Phase I, which is to be - -
constructed and maintained on the Phase I Premises in accordance with the terms and conditions

set forth herein and the provisions of the Exemption Law.

Section 2.3  Approval of the Entity

The Town hereby approves of the Entity based on the Entity’s representation that its.
Certificate of Formation attached to the Application as Exhibit J contains all the requisite
provisions of law, has been reviewed and approved by the Commissioner of the Department of
Community Affairs, and has been filed with, as appropriate, the Department of Treasury, all in
accordance with N.J.S.A. 40A:20-5.

Section 2.4 Redevelopment of the Phase I Premises

The Entity represents that it will develop and c_onstruét Phase I in accordance with the
terms of the Redevelopment Agreement and the Redevelopment Plan.

Section 2.5  Entity’s Relationship to Phase I Premises

The parcels of property within the Phase I Premises are owned in fee simple by the Town
and by various third parties. The Redeveloper has negotiated the acquisition of each parcel with
the owners thereof in accordance with the terms of the Redevelopment Agreement. At the



closing of the sale of each of the parcels, Redeveloper will cause such owners to convey fee title
to the parcels directly to the Entity.

ARTICLE ITI — OWNERSHIP, MANAGEMENT AND CONTROL

Section 3.1 Entity’s Representation

The Entity represents that, after the Entity acquires fee title to the Phase I Premises, it
shall remain the fee simple owner of record of the Phase I Premises throughout the development
and construction of same, subject to its right of Transfer in accordance with Section 8.1 hereof.

Section 3.2 Financial/Fiscal Plan

Attached and annexed hereto as Exhibit D is a copy of the Financial/Fiscal Plan for
Phase I. The Financial Plan sets forth (a) the estimated Total Project Cost, (b) the anticipated
source of funds for the construction of Phase I, (c) the anticipated interest rate to be paid and the
amounts representing capital investment and (d) the term of any mortgage amortization. The
Parties hereto acknowledge and agree that the Entity reserves the right to modify and/or amend
the Financial Plan in any reasonable manner allowed ‘in accordance mth the Redevelopment-
Agreement '

“Section 3.3 Projected Annual Gross Revenué and Annual Service Charge

7 The Entity éetS' forth in Exhibit E aftached and annexed hereto (a) its good faith
projections of the rental prices and lease terms of the Rental Units, and (b) the methed of
computing Annual Gross Revenue for the Entity and the Annual Service Charge. ‘

ARTICLE IV- TAX EXEMPTION

Section 4.1 Duration of Tax Exemption

The Improvements proposed for development and construction within and upon the
Phase I Premises shall be exempt from taxation during the Exemption Term.

Section 4.2 Calculatmn of Annual Service Charge

In consideration of the Town granting the Entity the exemption set forth in Section 4.1 of
this Financial Agreement, during the Exemption Term, the Entity shall pay to the Town for
municipal services supplied to Phase I, as provided in the Exemption Law, an Annual Service

Charge as follows:

(a) Stage One: From the ASC Commencement Date until the fifteenth (15th)
anniversary of the ASC Commencement Date, the Annual Service Charge shall be 10.1% of

AGR;



(b) Stage Two: From the first day after the fifteenth (15™) anniversary of the ASC
Commencement Date until the twenty-first (21*) anniversary of the ASC Commencement Date,
the Annual Service Charge shall be equal to the greater of 10.1% of AGR or twenty (20%)
percent of the amount of the taxes otherwise due on the value of the Phase I Premises and the
Improvements;

(c) Stage Three: From the first day after the twenttz -first (215‘) anniversary of the
ASC Commencement Date until the twenty-seventh (27°) anniversary of the ASC
Commencement Date, the Annual Service Charge shall be equal to the greater of 10.1% of AGR
or forty (40%) percent of the amount of the taxes otherwise due on the value of the Phase I
Premises and the Improvements;

(d) Stage Four: From the first day after the twenty-seventh (27") anniversary of the
ASC Commencement Date until the twenty-ninth (29™) anniversary of the ASC Commencement
Date, the Annual Service Charge shall be equal to the greater of 10.1% of AGR or sixty (60%)
percent of the amount of the taxes otherwise due on the value of the Phase I Premises and the
Improvements, :

" (e) Fmal Stage: From the first day after the twenty-mnth (29" anniversary of the
ASC ‘Commencement Date until the thirtieth (30'™) anniversary of the ASC Commencement
Date, the Annual Service Charge shall be equal to the greater of 10.1% of AGR or eighty (80%)

. . percent of the amount of the taxes otherwise due on the value of the Phase I Prermses and the

Improvements
&
Sectlon 4.3 Mnnmum Annual Service Charge

Notmthstandmg anything to the contrary in ﬂ‘lIS Fmanmal Agreernent, including, without -
limitation, Section 4.2 hereof, the Annual Service Charge for Phase I shall not be less than the
Minimum Annual Service Charge.

Section 4.4 Admiﬁistrative Fee

The Entity shall pay annually an Administrative Fee to the Town in addition to the
Annual Service Charge. The Administrative Fee shall be computed as two percent (2%) of the
Annual Service Charge or Minimum Annual Service Charge, as applicable. This fee shall be
payable and due on or before December 31st of each year, and collected in the same manner as
the Annual Service Charge. :

Section4.5 Land Tax Credit Against Respective Annual Service Charges

The Entity, or its Transferee, shall pay the Annual Service Charge or the Minimum
Annual Service Charge in accordance with the terms of this Financial Agreement. The Entity, or
its Transferee, shall be entitled to a credit against the Annual Service Charge for the amount,
without interest, of the pro rata portion of the Land Tax payments made in the last Four (4)
preceding quarterly installments. -
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Section 4.6  Quarterly Installments

The Annual Service Charge or the Minimum Annual Service Charge, as the case may be,
shall be paid in quarterly installments on those dates when ad valorum real estate tax payments
on other properties within the Town are due, subject to adjustment for over payment or
underpayment within thirty (30) days after the close of each calendar year.

Section 4.7 Rights and Obligations Related to Long Term Tax Exemption

a) All Annual Service Charge or Minimum Annual Service Charge payments, as the case
may be, made pursuant to this Financial Agreement shall be in lieu of taxes and the Town shall
have the rights and remedies of tax enforcement granted to a municipality by Applicable Law
just as if said payments constituted regular real property tax obligations on other real properties

- within the Town.

b) If the ASC Commencement Date occurs on a date other than the last day of a quarter,
the amount of the ASC for such period shall be based on the per diem assessment for such
quarter.

_ c) Any lease of a Rental Unit to a Tenant shall be subject to the terms of this Financial - -

Agreement and shall not require the consent or approval of the Town. Upon the lease of the
subject Rental Unit, the Entity, or the Tenant, if required by the terms of its lease agreement,
shall be responsible for the payment of the applicable Annual Service Charge or Minimum
Service Charge calculated pursuant to this Finaneial Agreement.

Section 4.8. Bond Financiﬂg

Pursuant to the Redevelopment Agreement, the Town is obligated to finance certain
public improvements within Phase I. The Town may finance all or a portion of these public
improvements with bonds pursuant to the Redevelopment Area Bond Financing Law (“RA
‘Bonds™). If the Town finances all or a portion of the public improvements with RA Bonds, then
the payments in lieu of taxes provided for in this Agreement shall be assigned directly by the
Town as payment for the bonds and shall not be included in the general funds of the
municipality, nor shall they be subject to any laws regarding the receipt, deposit, investment or
appropriation of public funds. The payments in lieu of taxes provided for in this Agreement
shall not be used to pay for any bonds other than the RA Bonds permitted pursuant to the
Redevelopment Agreement and only in the amount permitted pursuant to the Redevelopment
Agreement. Furthermore, if the Town finances all or a portion of the public improvements with
bonds pursuant to the Redevelopment Area Bond Financing Law, then during the life of the
bonds, to the extent required by the Redevelopment Area Bond Financing Law, the Annual
Service Charge shall be the greater of (i) 10.1% of AGR or (ii) the Minimum Annual Service
Charge; and, pursuant to the Redevelopment Area Bond Financing Law, the staged increases to
the Annual Service Charge as normally required by the Exemption Law, and as set forth in
Section 4.2 of this Agreement, shall not apply during the life of the bonds, to the extent required
by the Redevelopment Area Bond Financing Law.
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ARTICLE V- DISPUTE RESOLUTION AND DEFAULT

Section 5.1  Agreement to Arbitrate

If the Town or the Entity breaches this Financial Agreement, or a dispute arises between
the Parties regarding the terms and provisions set forth herein, then the Parties shall submit the
dispute to the American Arbitration Association in the State of New Jersey, to be resolved in
accordance with its rules and regulations in such fashion as to accomplish the purposes of the
Exemption Law and this Financial Agreement. The costs of arbitration shall be borne equaily by
the Parties involved in the arbitration. The award rendered by the arbitrator(s) shall be final, and
judgment may be entered upon it in accordance with Applicable Law in any court having
jurisdiction. '

Section 5.2 = Covenant to Make Pay'ments'

The Entity agrees that the timely payment of the Land Taxes, and the Minimum Annual
Service Charge or the Annual Service Charge, to the Town, as well as continued compliance
with the Applicable Laws, are material conditions of this Financial Agreement. The failure to
make any of the aforesaid payments in timely fashion shall constitute both a breach of this
Financial Agreement and a tax payment delinquency under Applicable Law.

“Section 5.3  Failure to-Perform Obligations Under This Agreement

The Parties hereto agree and acknowledge that the Long Term Tax Exemption is a stand
alone tax exemption. A failure on the part of the Entity to satisfy the terms and conditions of this
Financial Agreement, shall in'no way affect the status or validity of any tax exemption granted
for other phases of the Project and as such shall not give rise to a right of the Town to declare a
default with regard to the unaffected phases of the Project. :

_Section 5.4  Notification of Breach Required

The Town shall notify the Entity in writing of any breach relating to the terms of this
Financial Agreement. If the Entity fails to cure the breach identified within sixty (60) Days after
the actual delivery of such notice by the Town, or within any additional periods to which the
Partics may agree to, in writing, the Town may move to invalidate the Long Term Tax
Exemption upon (60) Days final written notice to the Entity, which shall inform the Entity that
~ the Long Term Tax Exemption shall terminate due to the breach of the terms of this Financial
Agreement. The Town shall not unreasonably refuse to grant a reasonable extension of the cure
period. If the Parties agree that the breach is not reasonably capable of cure within sixty (60)
Days from the mailing or delivery of the.default notice, the Parties shall agree in writing to
extend the cure period for an appropriate period of time.

Section 5.5 Town’s Remedies Upon Default

The Town’s remedies upon its declaration of default shall be cumulative and concurrent.
No determination under this Financial Agreement shall deprive the Town of its right to proceed
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against the Entity for the nonpayment of the applicable Land Taxes, Minimum Annual Service
Charge or Annual Service Charge, as the case may be, including any arrearage that would accrue
in the absence of such determination.

Section 5.6 Force Majeure
Neither Party shall be liable to the other for failure to perform its obligations under this
Agreement due to fire, flood, strikes, or other industrial disturbances, accidents, war, riot,

insurrection, or other causes beyond the reasonable control of the Parties.

ARTICLE VI- LIMITATION ON PROFITS

Section 6.1  Entity's Covenant of Limitation on Profits

During the Exemption Term, the Entity's profits shall be limited, according to the
provisions of the Exemption Law and the definitions set forth therein. For any period, taken as
one accounting period, commencing on the ASC Commencement Date, and terminating at the
end of the last full fiscal yéar of the Exemption Term, in which the Entity's Net Profits exceed
the Allowable Net Profit, the Excess Net Profits shall be paid to the Town as an additional
Annual Service Charge within One Hundred Twenty (120) Days of the close of the Entity’s
fiscal year. : :

-Section 6.2 Permitted Reserves )

During the term of this Financial Agreement, the Entity may maintain a separate reserve -
against vacancies, unpaid rents and other contingencies in an amount not to exceed ten (10%)
percent of the Entity's Annual Gross Revenues (AGR) for the last full fiscal year and the Entity
may retain such part of the Excess Net Profits as is necessary to eliminate any deficiency in the
teserve as provided in the Exemption Law (heteinafter referred to as the “Reserve”™).

ARTICLE VII- TERMINATION OF AGREEMENT AND INSPECTIONS
Section 7.1  Voluntary Termination of the Financial Agreement by Entity

Pursuant to the Exemption Law, the Entity or any Transferee may at any time after the
expiration of one (1) year from the ASC Commencement Date, notify the Town that, as of a
certain date designated in the notice, it relinquishes its status as an urban renewal entity under the
Exemption Law and that the Entity, or Transferee, has obtained the consent of the Commissioner
of the Department of Community Affairs, if required by Applicable Law. As of that date, all of
the obligations and requirements contained in this Financial Agreement shall terminate.
Notwithstanding the foregoing, pursuant to the Redevelopment Area Bond Financing Law, if the
Town finances all or a portion of the public improvements with bonds pursuant to the
Redevelopment Area Bond Financing Law, then the Entity, or any Transferee, shall not have the
right to relinquish its status as an urban renewal entity pursuant to this Section 7.1 as long as the
RA Bonds remain outstanding. If the Town finances all or a portion of the public improvements
with RA Bonds, the Town shall cause the RA Bonds to be retired prior to the expiration of this
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Agreement. Upon retirement of the RA Bonds, the Entity or any Transferee shall again have the
right to relinquish its status as an urban renewal entity pursuant to this Section 7.1 whereupon all
of the obligations and requirements contained in this Financial Agreement shall terminate.

Section 7.2 Termination and Final Accounting

Within Ninety (90) Days after the Termination Date, whether by affirmative action of the
Entity or by virtue of the provisions of the Applicable Law or pursuant to the terms of this
Financial Agreement, the Entity shall provide a final accounting and pay to the Town the
Reserve, if any, pursuant to N.J.S.A. 40A:20-15, as well as any Excess Net Profits, if any
payable as of that date. For purposes of rendering a final accounting, the termination of the
Financial Agreement shall be deemed to be the end of the fiscal year for the Entity.

Section 7.3 Taxes After Termination Date

After the Termination Date, the Long Term Tax Exemption shall expire, and the relevant
_portion of the Phase I Premises and the Improvements constructed thereupon shall thereafter be
assessed and conventionally taxed according to Applicable Law as other real property in the
Town. : - . : ,

" Section 7.4  Rights of Inspection

Pursuant to a reasonable written request, the Entity shall authorize the Town or its
representatives to examine (a) the Phase I Prefnises and equipment and other facilities of the
- Entity, and (b) the Entity's books, contracts, records and documents, related to the Project. Such -
examination shall be made during reasonable business hours, in the presence of a member or
agent of the Entity. The Parties agree that Ten (10) Days written notice shall constitute a
reasonable request for inspection. Notwithstanding the foregoing, the Entity may request an
extension of time for such examination and the Town shall consent to any reasonable request.
Except to the extent required by Applicable Law, all information and documentation provided

hereunder shall remain confidential and not subject to public disclosure.

ARTICLE VIII- SALE OR LEASE OF PROJECT

Section 8.1 Conveyance of Project

The Town and the Entity acknowledge and agree that the Town will consent to the
transfer of Phase I to another urban renewal entity, qualified and organized under the Exemption
Law (hereinafier referred to as a “Transferee”), provided such Transferee owns no other project
subject to the Exemption Law at the time of the transfer, and provided that the Transferee
assumes the Entity's obligations under this Financial Agreement (a “Transfer”). A Transfer
under this Section 8.1 shall not include the leasing of any Rental Units to any third-party. Upon
a Transferee’s assumption of the Entity’s obligations under this Financial Agreement, the Long
Term Tax Exemption shall continue to the benefit of the Transferee and any of its Transferees.
If the Entity transfers Phase 1 to a Transferee pursuant to this Section 8.1, then upon such transfer
the Entity shall pay an administrative fee to the Town equal to two (2%) percent of the ASC for

14



the processing of such request for the continuation of the Long Term Tax Exemption to the
benefit of the Transferee and any of its Transferees.

Section 8.2  Obligations of Entity and Transferee After Conveyance

If the Entity Transfers Phase I to a Transferee pursuant to Section 8.1 hercof, then the
Entity shall be absolutely discharged from any further obligations regarding Phase I and shall be
qualified to undertake another project pursuant to the Exemption Law. Within ninety (90) Days
after the date of a Transfer, the Entity shall pay to the Town any Reserve maintained by it
pursuant to this Financial Agreement, as well as any Excess Net Profits payable to the Town
pursuant to this Financial Agreement and the Exemption Law.

ARTICLE IX- ENTITY'S COVENANTS AND REPRESENTATIONS

Section 9.1 Management and Operation

Subject to its right to Transfer pursuant to Section 8.1 of this Financial Agreement, the

Entity represents and covenants that the Entity will manage and operate Phase I as a multi-family
rental project containing two hundred sixty eight (268) residential units, twenty-six (26) of which
will be affordable units for low and moderate income households, together with such common
area amenities, infrastructure and ancillary improvements as ate commonly associated with
. mixed-use projects of this nature, in a manner consistent with the Redevelopment Agreement and
the Redevelopment Plan, or will contract with a third party management company to perform
same, The Entity shall be free to enter into leasés for the Rental Umts without the consent of the

“ Town. : :

Sectlon 9.2 Computatlon of Gross Revenue _

The Entity shall calculate the Annual Gross Revenue in accordance with this Financial
Agreement and shall be shown on the Entity's Annual Audit Statement.

Section 9.3  Annual Audit Report

For so long as the Entity owns Phase I and within ninety (90) Days after the close of each
fiscal or calendar year (depending on the Entity’s accounting basis) that this Financial
Agreement shall continue in effect, the Entity shall submit. to the Mayor of the Town, the
Governing Body and the New Jersey Division of Local Government Services within the New
Jersey Department of Community Affairs, its Annual Audited Statement for the preceding fiscal
or calendar year in accordance with the Exemption Law. The report shall clearly identify and
calculate the Net Profit for the Entity during the previous fiscal year. The Entity assumes all
costs associated with preparation of the Annual Audited Statements. Except to the extent
required by Applicable Law, all financial information provided hereunder shall remain
confidential and not subject to public disclosure.
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Section 9.4  Total Project Cost Audit

Within ninety (90) days after a Certificate of Completion is issued for Phase I, the Entity
- shall submit to the Mayor and Governing Body, an audit of Total Project Cost, certified as to
actual construction costs by the Entity’s architect.
Section 9.5 Entity Bound by the Exemption Law

The Entity shall, at all times prior to the Termination Date, remain bound by the
provisions of the Exemption Law.

ARTICLE X - MISCELLANEQUS PROVISIONS

Section 10.1 Governing Law and Conflicts
This Financial Agreement shall be governed by the provisions of Applicable Law
including but not limited to the Exemption Law. The Parties agree that in the event of a conflict

between this Financial Agreement and the Application, the language contained in this F1nanc1al
Agreement shall govem and prevall

Section 10.2 Oral Representation
rNeither Party hereto has made any oral representation that is not contained in this
Financial Agreement. This Financial Agreement and the Application, including .all of the

- Exhibits attached and annexed thereto, constitute the entire Financial Agreement by and between
the Parties. :

Section 10.3 Modification

There shall be no modification of this Financial Agreement except by virtue of a written
instrument executed by and between both Parties.

Section 10.4 Notices

All notices required hereunder shall be sent by certified mail, return receipt requested, or
by recognized overnight courier, with proof of delivery, addressed as follows:

a) When sent by the Town to the Entity:

Rlchard Murphy

Morristown Development Urban Renewal Phase I, LLC
c/o Mill Creek Residential

135 Route 202/206, 3rd Floor

Bedminster, New Jersey 07921
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with a copy to:

Andy S. Norin, Esq.

Drinker Biddle & Reath LLP
500 Campus Drive

Florham Park, New Jersey 07932

b) When sent by the Entityto the Town:

Honorable Mayor Timothy Dougherty
Town of Morristown

200 South Street, CN 914
Morristown, New Jersey 07963-0914

with a copy to:

Vijayant Pawar, Esq., Town Attorney
Town of Morristown

200 South Street, CN 914 ‘
Morristown, New Jersey 07963-0914

with a copy to:

Michael Rogers, Business:Administrator
Town of Morristown

200 South Street, CN 914

Morristown, New Jersey 07963-0914

and a copy to:

John P. Inglesino, Esq.

Inglesino, Pearlman, Wyciskala & Taylor, LLC
600 Parsippany Road, Suite 204

Parsippany, New Jersey 07054

In addition, if the Entity delivers formal written notice to the Town in accordance with this
Agreement, of the name and address of Entity’s mortgagee, then the Town shall provide such
mortgagee with a copy of any notice required to be sent to the Entity.

Section 10.5 Indemnification

If the Town becomes named as a party defendant in any action brought against the Entity
by reason of any breach, default, or violation of any provision of this Financial Agreement
and/or the Exemption Law, but not including any taxpayer actions brought against the Town or
the Entity, the Entity shall defend, indemnify and hold the Town harmless to the extent that the
Entity is found to be liable in the action, except for any negligence or misconduct by the Town or
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any of its officers, officials, employees, consultants or agents, and the Entity agrees to defend the
suit and indemnify the Town as set forth herein at its own expense.

Section 10.6 Severability

If any term, covenant or condition of this Financial Agreement shall be judicially
declared to be invalid or unenforceable, the remainder of this Financial Agreement or the
application of such term, covenant or condition to persons or circumstances other than those as to
which it is held invalid or unenforceable, shail not be affected thereby, and each term, covenant
or condition of this Financial Agreement shall be valid and be enforced to the fullest extent
permitted by Applicable Law.

If any portion of this Financial Agreement shall be judicially declared to be invalid and
unenforceable and provided that a default has not been declared pursuant to this Financial
Agreement, the Parties shall cooperate with each other to take the actions reasonably required to
restore the Financial Agreement in an manner contemplated by the Parties, including, but not
limited to the authorization and amendment of this Financial Agreement in a form reasonably
drafted to effectuate the original intent of the Parties.

‘Section 107 Good Faith
The Entity and the Town agree to act in good faith in all of their dealings with each other.
Section 10.8 Certification R

The Town Clerk shall certify to the Town Tax Assessor, pursuant to the Exemption Law,
that this Financial Agreement entered into by the Town and the Entity has been lawfully entered
into and is in effect pursuvant to the Exemption Law. The delivery by the Town Clerk to the
Town Tax Assessor of a certified copy of the Ordinance shall constitute the required
certification. Upon the delivery of the certification as required hereunder, the Town Tax
Assessor shall implement the Long Term Tax Exemption and continue to enforce the Long Term
Tax Exemption without further certification by the Town Clerk until the Termination Date.
Further, upon the adoption of this Financial Agreement, the Ordinance shall be transmitted to the
Director of the Division of Local Government Services State of New Jersey Department of
Community Affairs by the Town Clerk. :

Section 10.9 Exhibits
This Financial Agreement in its proposed form appears as an attachment to the

Application for Long Term Tax Exemption as Exhibit B. This Financial Agreement along with
each Exhibit attached and annexed hereto is incorporated into the Application.
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Section 10.10 Recording

This Agreement, or a2 memorandum of this Agreement, may be filed and recorded with
the Morris County Clerk by the Entity, and same may be discharged by the Entity or the Town
upon the Termination Date.

Section 10.11 Couhterparts

This Agreement may be simultaneously executed in counterparts, each of which shall be
an original and all of which shall constitute but one and the same instrument.

Section 10.12 Estoppel Certificate

Within thirty (30) days following written request therefore by the Entity, or any
mortgagee, purchaser, tenant or other party having an interest in the Project, but no more than
twice per year and at no expense to the Town, the Town shall issue a signed estoppel certificate
in reasonable form stating that (i) this Financial Agreement is in full force and effect, (ii) to the
best of the Town’s knowledge, no default has occurred under this Agreement (nor any event
which, with the. passage of time and the giving of notice would resuit in the occurrence of a
default) or stating the nature of any default; and (iii) stating any such other reasonable information
as may be requested. In the event the estoppel certificate discloses a default, it shall also state the
manner in which such default may be cured.

s
~

A

[The Remainder of this Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the Parties have caused this Financial Agreement to be
executed the day and year first above written.

Morristown Development Urban Renewal Phase I, LLC,
a New Jersey limited liability company

By:  Morristown Development, LLC,
a Delaware limited liability company, its sole member

By:  NJ 106 Morristown Limited Partnership,
a Delaware limited liability partnership, its authorized member

By: NJ 103 Apartments GP LLC,
a Delaware limited liability company, its general partner

Nﬁmc: |
Title:

ATTEST: TOWN OF MORRISTOWN

Town Clerk Timothy Dougherty, Mayor
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ACKNOWLEDGEMENT

" STATE OF )
_ ) SS.:
COUNTY OF )
Be it remembered that on the , day of , 2012,

personally appeared before me, and this person acknowledged under oath, to my satisfaction that:

() he is the of NJ 103 Apartments GP LLC, the general partner of
NJ 106 Morristown Limited Partnership, an authorized member of Morristown.
Development, LLC, the sole member of Morristown Urban Renewal Phase I, LLC,
the limited liability company named as Entity in the attached Financial Agreement;

(b) he is authorized to execute the attached Financial Agreement on behalf of the Entity;

- (c) he executed the attached Financial Agreement on behalf of and as-,the act of the
Entity; and

(d) the attached Financial Agreemerff“:was signed and made by the Entity as its duly
authorized and voluntaryract.




ACKNOWLEDGEMENT

STATE OF NEW JERSEY )
) SS:
COUNTY OF MORRIS )

BE IT REMEMBERED, that on this __ day of , 2012 before me,
the subscriber, personally appeared Timothy Dougherty, who, being by me duly sworn on his
oath, deposes and makes proof to my satisfaction that he is the Mayor of the Town of
Morristown, the Town named in the within Instrument; that the execution, as well as the making
of this Instrument, have been duly authorized by the Town, that deponent well knows the seal of
said Town; and that the seal affixed to said Instrument is the proper seal and was hereto affixed
by Matthew Stechauner, Town Clerk, and said Instrument was signed and delivered by said
Mayor as and for the voluntary act and deed of said Town.
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EXHIBIT C:
TOTAL PROJECT COST



Exhibit C

Estimated Tota! Projected Costs
Speedwell Avenue Rédevelopment Area Phase 1 — 268 units

A. Costofiand $ 9,000,000
B. Architects, Engineers, Legal , $5,350,000
C. Projected Construction Costs based on preliminary 546,060,000

costs estimates*
D. Insurance, interest, finance costs ' $2,223,000

E. Commissions and other expenses payable in $3,044,000
In connection with initial lease-up :

F. Real Estate Taxes during lease-up 7 $200,000
G. Closing Costs - $700,000
H. Municipal Fees —hook-up Fees $1,450,000
I. Developer overhead based on a percentage éf C. .above $2,303,000

Computed in accordance with 40A:20-3(h)

Total= $70,330,000

*The above construction cost astimate (item C} was compiled in conjunction with information
provided by the sponsor, Morristown Development LLC and appears to represent a reasonable
summary of the anticipated Projects Costs for Phase 1 of the Speedwell Avenue
Redevelopment Plan. The other items listed here do not fall under our review,

&

Marchetto Higgins Stieve
Michael Higgins, AlA



" EXHIBIT D:
DEVELOPMENT PROCESS TIMELINE



REDEVELOPMENT PROJECT SCHEDULE

PHASE ONE

1 } Redeveloper and Town execute the “Bffective Date™
- Amended and Restated Redevelopment
, Agreement. ' :
2 Redeveloper deposﬂs the DPW Depos:t Within Five (5) Days after the Effective Date
| Deficiency , ' :
13 Redeveloper provides updated Fiscal Impact | Within Thirty (30) Days after the Effective; Date .
: Statement for Phase One. -
4 -Town shall cause the DPW Environmental | Within Forty-F ive (45) Days after the Effective
Investigation Work to be performed Date ‘
5 - Redeveloper submits Phase One Wlthm Sixty (60) Days aftcr the Effective Date
. Preliminary Plans to Town Administrator
6 Preparation of Remedial Action Work Plans | Within Thirty (30) Days after receiving the results
"+ { for both the Phase One and Phase Two of the DPW Environmental Investigation Work
DPW Property S o .
7 Town Administrator, in consultation with Within Forty Five (45) Days after Redeveloper’s
‘ Town'’s professionals, approval of Phase - submission of Phase One Preliminary Plans
One Preliminary Plans or written notice of ' ' o
required changes to render Phase One
Preliminary Plans in conformance with
Redevelopment Plan : _
8 Redeveloper submits application to Within Forty-Five (45) Days after the date that the
Planning Board for Phase One Prefiminary | Town Administrator notifies the Redeveloper of its
, Plans approval of the Phase One Preliminary Plans
9 Town and Redeveloper enter into Financial | Within One Hundred (120) Days after submission
‘Agreement with respect to Phase One; of application for Financial Agreements by
Governing Body adopts Ordinance ' ‘Redeveloper (anticipated to be within Thtrty (30)
approving Financial Agreements | Days of the Effective Date)
10 | Planning Board approval of preliminary site | Within One Hundred (120) Days after the date that
plan and subdivision application for Phase | the site plan and subdiviston appllcatlon for Phase
One One is deemed complete, :
11 Redeveloper obtains afl Governmental Within Etghteen (18) months after the Effective
' Approvals necessary to commence Date
construction of Phase One '
12 Town conveys Phase One DPW Property to | Thirty (30) Days after Redeveloper has obtained all
Redeveloper ‘Governmental Approvals for Phase One (the “Phase
One Closing Date™)
13 Redeveloper closes on acquisition of Private | Phase One Closing Date
| Parcels for Phase Onc
{14 Town closes on first tranche of financing Phase One Closing Date

for Phase One Public Improvements and




makes same available to Redeveloper

15 Town relocates DPW Facility Prior to Phase One Closing Date
16 .} Redeveloper deposits the DPW Interest Within Thirty (30) Days after request by the
' Payment in escrow Township after the Phase One Closing Date
17 | Commencement of Construction of Phase Within Sixty (60) Days afier Phase One Closing
One and associated road improvements | Date ' '
18 Redeveloper commences environmental . Within Slxty {(60) Days after Phase One Closing
'| remediation of Phase One Premises and Date

Phase Two Premises
19 Completlon of Construction of Phase One Within Thirty (30) months afier the commencement
. . of construction

20 Issuance of Ceruﬁcatc of Complctlon Within Thirty (30) Days after Completlon of Phase
One




EXHIBITE:
 FINANCIAL FISCAL PLAN



Exhibit E
Spéedwell Ave Redevelopment Area — Phase 1- 268 units

. Financial Plan

Total Projec't Costs | | | $70,330,000
Total Projected Revenue at Stabilization 56,560,000 -
Projected Operating Expenses at Stabilization : $2,030,000
Prbjected NOI -~ :_l“ year Stabilizafion $4,530,000

Projected Yield . 6.4%
Financing Structure
Equity Financing — 30% $21,099,000

Debt Financing - 70% ‘  $49,231,000

Initial Financing

Initial construction financing is anticipated at a rate not to exceed 6% for a period of 60 months.

FPO1/6775413.2



| - EXHIBIT F:
PROJECTED ANNUAL GROSS REVENUE
AND
ANNUAL SERVICE CHARGE



Annual Service Charge
Annual Gross Revenue {net of Vacancies) 1st year 3 6,560,000

10.1% of Annual Gross Revenue $ 662,560
Total project payments - year 1 stabilized
Land Tax - based on $9M land assessment ] 182,880
Annual Service Charge (net of Land Taxes) $ 479,680
Municipal Administration Fee $ 9,694
$ 672,154
County Share of Annual Service Charge - 5% $ 23,984
Municipal Share of Annual Service Charge - 95% 3 465,696
Total = $ 479,680
Total Town Payments
Annual Service Charge $ 455,696
Town share of Land Tax $ 72,695
Administrative Fee $ 9,594
Total = $ 537,984
Residential Rental Income
# of units Monthly rent- Ave* Annual Rent
1 Bedroom 185 $ 2,02500 $ 4,738,500
2 Bedroom 47 % 2,635.00 $ 1,486,140
Affordable Units 26 $ 950.00 $ 296,400
Misc income - pet fees, etc $ 384,223
Total Gross Income: $ _6,905,263
Less Vacancy/Collection Loss: 5% $ (345,263)
Total Residential Rental Income: $ 6,560,000

* typical lease terms of 12 -24 months



EXHIBIT G: -
2011 REAL ESTATE TAXES
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| EXHIBIT H: |
AGGREGATE ASSESSED VALUE OF THE
PHASE I PROJECT PREMISES |
| FOR 2012



05/16/12
15:2:20

The Town of Morristown
Tax Account Listing by Block/Lot/qual

Page No: 1

——— -

-Range: 5803 29
Property- Class Range: First to Last
Assessed Value Range: First to Last -
Special Tax Code Range: First to Last

to 5803 34
Net Tax Range: First to Last :
Assessed value/Special Tax Code/Deduction vear: 2012

User ‘Code Range: First to Last -

© Owner: MEZA, FREDY E/LUZ/ANGELA

Prop Loc: 36 EARLY ST

Land vatue:

1,151,100

Inpry Value:

Blg: 5803. 29
Property Class; 2 |
Land value: - 193.0'00' ‘ '.mphr value: - 269,200 Net value: © 462,200
slg: 583. 3. ‘Owmer: 32 EARLY STREET LLC prop Loc: 32 EARLY ST
Property Class: 2 - '
Land value: 201,600  Tmprv value: - 202,900 et value: 444,500
Blq: 5803. 3L ‘Ovjmer__‘: GESUALDO, RALPH & CATERTNA Prop Loc: 28 EARLY ST
Property Class: 2 C - . .
Land value: 194,400  Doprv value: 221,500 Wetvalue: 415,900
Blq: 5603. 32 Ownier: GESUALDO, CATARINA Prop Loc: 26 EARLY ST
Property Class: 2
Land value: 186,600 .. Imprv value: 68,900 Net value: 255,500 7
g S8 3. | Odner: OPIPARL, SALVATORE & GESUZA  Prop Loc: 24 EARLY ST
Property Class: 2 S s
Land value: 191,100 Iuprv value: 213,900 Net value: _ ‘405.000 o ' _
B1q: - 5803. H. 7 -Owmer: OPIPART, SALVATORE P., GESUZZA & L. Prop Loc: 22 EARLY ST
Property Class: 2 L _ _
Land Value: 184,400  nprv value: 4,300 et value: 398,700
Report Totals: Num Ac_counis: ] .
A 1,230,700 Net value: .2,381,800




~ EXHIBITL
DISCLOSURE STATEMENT



NEW JERSEY DEPARTMENT OF COMMUNITY AFFAIRS
DIVISION OF CODES AND STANDARDS
BUREAU OF HOMEOWNER PROTECTION
PO BOX 805
TRENTON, NEW JERSEY 08625-0805

URBAN RENEWAL ENTITIES
DISCLOSURE INFORMATION

Instructions for Completion: You have filed an application for approval of an urban renewal entity pursuant to
the Long Term Tax Exemption Law (N.J.S.A. 40A:20-1 et seq.). In order for us to process the application,
we require that you provide the following information and forward this form to the above address or fax it to
(609) 292-2839. This form must be completed prior to Division approval of the entity. If you have any
questions, please call Karen Schwacha at 984-5831.

Name of Urban Renewal Entity: Morristown Development Urban Renewat Phase |, LLC

SECTION 1: TYPE OF APPROVAL REQUESTED (check one):
Original certificate (of incorporation, limited partnership, formation, etc.)
Amendment to original cerificate (of incorporation, imited partnership, formation, etc.). Note: In

the case of amendments, please forward a copy of original certificate marked “filed, State
Treasurer” or "filed, Secretary of State” with this form.

v Other (please specify) Registration of Foreign Limited Liability Company

SECTION 2: PROJECT INFORMATION 7
Project Name: Speedwell Avenue Redevelopment — Phase |

Project Street Address: Early Street and Prospect Street, Morristown, New Jersey

Project Block Number(s) 5803 Project Lot Numbers_ 29, 30, 31, 32, 33, and portions of 34
. and 37 :

Municipality in which the Project is located Morristown

County in which the Project is located Morris

SECTION 3 (for project listed in SECTION 2.)

{Check one) _
1. This project is solely a commercial proiect {(with no housing units) developed in a redevelopment area

pursuant to a municipal redevelopment plan.

-hext-




URBAN RENEWAL ENTITIES
DISCLOSURE INFORMATION, PAGE 2

NAME_ OF URBAN RENEWAL ENTITY: Morristown Development Urban Renewal Phase [, LLC

SECTION 3 (cont.)

___ 2. This project consists sblely of market rate housing units developed in a redevelopment area
pursuant to a municipal redevelopment plan.

NOTE: If you checked 1 or 2, complete SECTIONS 4, 6, and 7.

3. The project consists of low and moderate income housing units, which may include senior citizen low
and moderate income housing units.

NOTE: if you checked 3, complete SECTION 5, 6, and 7.

_¥ 4 This project consists of mixed uses.
Specify type: _
v Market rate and low.and moderate income housing.
__ Commercial and market rate housing.
___Commercial and low and moderate income housing.
- ___Other (please describe).

NOTE: If you checked 4, corhp!ete SECTIONS 4, 5,6, and 7.

SECTION 4:REDEVELOPMENT PLAN INFORMATION

Name of Municipal Redevelopment Agency __ Morristown Town Council

Citation of municipal ordinance adopting the redevelopment plan Qrdinance O-30-07 and C-38-07

For housing projects, complete the following:

Specify type and number of units as applicable:
___Condominium units ___
_v Market rate rental 242
_¥ Low and moderate income in mixed use projects 26
___ Senior citizen in mixed use projects,
____Other (please specify)

Total number of units __ 268

SECTION 5: PROJECT FUNDING SOURCES

The low and moderate income housing project will be financed or insured by which of the following (check
all applicable): : _
v _Private funds(Please specify) approximately 30% equity and approximately 70% debt financing

____ State or Federal financing or insuring agencies (Please specify below)
___Other (Please specify)

-nexi-




URBAN RENEWAL ENTITIES
DISCLOSURE INFORMATION, PAGE 3

NAME OF URBAN RENEWAL ENTITY: Morristown Development Urban Renewal Phase |, LLC

SECTION 5. PROJECT FUNDING SOURCES {(cont.)
State or Federal Financing or Insuring Agencies for the Project (check all that apply):

NJ Department of Community Affairs:
Neighborhood Preservation Balanced Housing
Downtown Living Initiative Program

HOME — Housing Production Investment Fund
HOME — Neighborhood Preservation

HOME — Rental Rehabilitation

Z

J Housing and Mortgage Finance Agency:

NJ Community Housing Demo Program (developmental disabilities)
NJ Supportive Housing Program

Shared Residence Rental Housing Program (community residence)
Transitional Housing Revolving Loan Program '
Multifamily Rental Housing Program

Public Housing Construction and Permanent -Loan Program

Rental Housing Incentive Finance Fund

100% Mortgage Program

Urban Home Ownership Recovery Program

Low-Income Housing Tax Credit Allocation Program

‘|||l||

NJ Redevelopment Authority:
___NJ Urban Site Acquisition Program

US Department of Housing and Urban Development (HUD)
Section 811 Supportive Housing for Persons with Disabilities
Section 202 Supportive Housing for the Elderly

HOPE VI Grants

HOME Program

US Department of Agriculture '
__Rural Resources Administration (formerly Farmers' Home Administration)

___Ofther (Please specify)

List the information of the State or Federal financing or insuring agency’s contact person:

Name:
Title:

Department/Agency:

Address:

Telephone Number

-next-



' URBAN RENEWAL ENTITIES
DISCLOSURE INFORMATION, PAGE 4

NAME OF URBAN RENEWAL ENTITY: __Mormistown Development Urban Renewal Phase | LLC

SECTION 6: PROJECT CONSTRUCT!ONIOWNERSHIP
v 1. The project is new construction.

2 An emstlng project is being rehabilitated.
If rehab, specnfy name of individual, entity, etc. who is the current owner of the prOJect

____3. Ownership of an existing project is being transferred to the new urban renewal entity.
If transfer, spec:fy name of individual, entlty etc. from whom the project is being or has been
transferred.’

Is the transferor entity a limited dividend corporation or assocnatlon established pursuant {o the
Limited Dividend and Nonproﬁt Housing Corporations and Associatians Law, N J.8.A.55:16-1 et
-seq.? (yes or no)

1s the transferor entity an existing urban renewal entity establlshed pursuant to the Long Term Tax
Exemptlon Law, N.J.S.A. 40A:20-1 et seq.? (yes or no)

_¥_ 4. Has this project caused or will this project cause displacement of individuals or businesses? (yes or
no) no eminent domain — negotiated purchase of Town owned lands and existing private remdences

SECTION 7: CERTIFICATION
NOTE: This certification must be completed by an individual authorized to execute the certificate of
incorporation (incorporator), the certificate of limited partnership (general partner), or other similar certlﬁcate

or statement as may be required by law.

CERTIFICATION '

| attest that the information stated herein is truthful and accurate to the best of my knowiedge and
understand that failure to fully and accurately disclose any information may delay processing the application
while the Department investigates the application and project Further, 1 understand that any project of the
urban renewal entity may be subject to additional Department review and approval, pursuantto
the requirements of the Limited Dividend and Nonprofit Corporations or Associations Law, N.J.S.A. 55:16-1
et seq., the Long Term Tax Exemption Law, N.J.5.A. 40A:20-1 et seq., and/or rules governing Limited
Dividend and Nonprofit Housing Corporations and Associations and Urban Benewal Entities, N.J.A.C. 5:13-

1 et seq.

Swory to me and subscribed before me this X

ldual'ﬁgnature)

1! , 5] 201y (Wp!vz: o) Richard G. Murphy
(notary public/atforney) (print name of authorized individual)
Rev. 6/2011

TRICIA JO GRETROWSKL:
HNotary Public

State of New Jessey -
My Commissian Fxpires NG/S 2014

.

e~y




.~ BXHIBITJ:
CERTIFICATE OF FORMATION




Delaware ... .

The ﬁrsi Staie

I, JEFFREY W. BULLOCK, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT
COPY OF THE CERTIFICATE OF FORMATION OF "MORRISTOWN DEVEL‘O._PMENT.
URBAN RENEWAL PHASE I, LLC", FILED IN THIS OFFICE ON THE

FIFTEENTH DAY OF MAY, A.D. 2012, AT 7:19 O'CLOCK P.M.

SN SR

I\ Jeffrey w. Bullock. Secretary of State .

5155076 8100 AUTHEN TION: 9577385

120570312 DATE.; 05-16-12

You may verify this certificate ecnline
at corp.delaware.gov/authver,shtml



State of Delaware
. Secre of Stata
Division of.C ations
Delivered 07:36 PM 05/15/2012
FILED 07:19 PM 05/15/2012
SRV 120570312 - 5155076 FILE

CERTIFICATE OF FORMATION
MORRISTOWN DEVELOPMENT URBAN RENEWAL PHASE I, LLC

_ This Certiﬁcaté of [;‘om1ation ot Morristown Development 'U-rbanr R:ne@ Phaser. _
1, LLC {the “LLC™) is being dﬁ_ly executed and filed by the pndér;signcd, as an authorized persoi,
for the purpose‘oftbnnin_g a limited liat-)-ilityAcompariy under the Delaware Linited Liability
'Cdmpany.- Act (6 Del. §18-101, et se,q.).

| 1. | The name of the LLC is:
Morristown Dc\}cl‘opment'Urhan Renewal Phase [, LLC
2 Thc.ad_dress of the registéred office of the LLC in the State of Delaware is

;Jo-(.‘orpb'ratioﬁ Service Company, 2711 Centerville Road, Suite 400, Wilmington, Counly of
New Castle, Delaware 19808. |

3. ‘lThe' name én‘d address of ﬂ\é,l;l_,C7s' registered agent for service of process |
on (he LLC in the State of- belaware is C'orpofation Service Company, 271 1 Centerville Road, |
Suife 40ﬁ;‘Wilmingt0n; County of New-Castl.e, Delawarc 19808. |

4. The purpose for wﬁich the LLC is formed shall be to operaté'uncler PL.
1991, c.431 (C.40A:20—} et, s¢q.) and to initiate and conduct projects for the redevelopment of a
redevelopment area pursuant to a redevelopment plan, or projects necessary, useful, or '
convenient for the relocation of residents displaced or to be displaced by the redevelopment of .
all or part of one or more redevelopment areas, or low and moderate income housing projects,
and, when authorized by financial agreement with the municipal.ity, to acquire, plan,‘develdp,-
construct, alter, maintain and/or ope.rate housing, senior tilizen housing, business, industrial,

commercial administrative, community, health, recreational, educationat or welfare projects, or
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any combination of two or more of t_hcse-typv-cs'of improvements in a single project, under such
conditioﬁs as to use, owncrship, management and control as regulated pursuant to P.L. 1991,
c.431 (C.40A:20-1 et seq.).

| | 5. So long as the LL.C is obligated ,u;idcr 8 ﬁnanciél agreement with the
Town of Mo:ris;town' made pursuani to P.L.199I, 0.43] (C.40A:20-1 et seq.), (hé'LLC shall
engége inno Bu'siness other than the ownership, 6pe.ratilon_ a.nd management of the project.

6. The LLC -has been brgauized to serve a public purpose and its operatiolns
shall be di'réc.lcd-towsrd: (1) the red_evclopment of redeveiop_ment arcas, the facilitation of the
relocation of residents -diSplaced‘ or to be displadcd by réddve]opmeni, or the conduct of low and
moderate in&mme housing projecls;-and 2) the acquisition, management and o'perétiorx ofa

© project, redével‘opment',reluc';ation hb_ﬁsing pl'OjC!;ﬂ, or low and mddgr&_ﬂel income houéi‘hg project
under P.L.1991, c.431 (C.4.(_)'A:20'-1- et éeq;); The LLC shall be subject'io regulation Sy the Town |
of Motristown, and to a liﬁitaﬁon,OI' prohibition, ﬁs apprqpriate, on profits or dividends for so
long as it rermains the owner of a project subject to'P.L.1 §9 L, c.4.3l -(C.40A:2-0—1' et seq.).

7. . The LLC shall not-voluntarily transfer more than 10% of the ownership of
the project, or any p.Ortioﬁ_ thereof und':e'rta-k'g,n by it under P.L.199 f, ¢.431 (C.40A:20-1 et seq.)

' umii the LI.C has first i'emov-cd both itself and thc" p:-‘oj'ecl from all restrictions cl)f P.L.1991, c.43]
(CA0A:20-1 et seq.) in the manner required by P.L.1991, ¢.431 (C.40A220-1 et seq.) and, if the
project includes hdusing units, has obfaincd the consent of the Commissioner of Community
Affairs to such trangter, with tl1$ exception of transfer to a_nothcr urhan rencwal entity, as

~approved by the Tawn of M.orristo'wn. which other urban renewal entity shall assume all

contractual obligations of the transferor entity under the financial agreement with the Town of

Morristown.
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8. The LLC shall file ahnually with the governing body of The Town of
Moiristown a disclosure of the persons havirng an ownership interest in the p-l_ojecl V:-and the extent
of _fhe ownership held by.,_cach. Nothing herein shall §1'011ibit any transfer of the ownership
interest in the .urban renewal entity itself pr’ovided_that the traﬁsf'er, if gmatér than 10 p’ciccrﬁ, Vis'
disclosed to the nmni.cipral governing body in the annual disclosure statement or in

comrespondence sent to the municipality in advance of the annual disclosure statement referred to

above.

9. The J.LC is subject to the provisions of Section | 8 of P.L.1991, c. 431
(C.40A:20-1 et scq ) mspecnng the powers of The Town of Mornstown to alleviate f' n&ncml

dlfﬁcultles of the urban rencwal entity or to perform; actlons oy behalf of the enmy upon &

determination of ﬁnanclal'emcrgency.

10. Any housmg units constructed or acquu‘ed by the LLC shall be managcd
subject to the supervision of and m[cs adopted by, the Comm:ss:oner of Commumty Affairs.

[signature page failowr]

FI0Y/ 6773059.1



IN WITNESS WHEREOF, the undersigned has executed this Certificate of Fonmation .
of Morristown Development Urban Renewal Phase I, LLC this _g’:day of May, 2012.

‘Richard G. -Murphy C
Authorized Person  *
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EXHIBIT C — FINANCIAL/FISCAL PLAN




Speedwell Ave Redevelopment Area — Phase 1 - 268 units

Financial Plan

Total Project Costs $70,330,000
Total Projected Revenue at Stabilization $6,560,000
Projected Operating Expenses at Stabilization $2,030,000
Projected NOI — 1* year Stabilization $4,530,000

Projected Yield 6.4%

Financing Structure

Equity Financing — 30% $21,099,000

Debt Financing - 70% $49,231,000

Initial Financing

Initial construction financing is anticipated at a rate not to exceed 6% for a period of 60 months.
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EXHIBIT D ~ PROJECTED ANNUAL GROSS REVENUE AND ANNUAL SERVICE
CHARGE



Annual Service Charge

Annual Gross Revenue (net of Vacancies) 1st year $ 6,560,000
10.1% of Annual Gross Revenue $ 662,560
Total project payments - year 1 stabilized
Land Tax - based on $9M land assessment $ 182,880
Annual Service Charge (net of Land Taxes) $ 479,680
Municipal Administration Fee $ 9,594
$ 672,154
County Share of Annual Service Charge - 5% $ 23,984
Municipal Share of Annual Service Charge - 95% $ 455,696
' Total = $ 479,680
Total Town Payments
Annual Service Charge $ 455,696
Town share of Land Tax $ 72,695
Administrative Fee $ 9,594
Total = $ 537,984
Residential Rental Income
# of units Monthly rent- Ave* Annual Rent
1 Bedroom ' 195 $ 2,025.00 % 4,738,500 .
2 Bedroom , 47 $ . 263500 § 1,486,140
Affordable Units 26 $ 950.00 $ 296,400
Misc income - pet fees, elc - $ 384,223
Total Gross Income: 5 6,905,263
Less Vacancy/Collection Loss: 5% % (345,263)
Total Residential Rental Income: $ 6,560,000

* typical lease terms of 12 -24 months -



