BOROUGH OF HATBORO
Montgomery County, Pennsylvania

ORDINANCE NO. 1038

AUTHORIZING THE INCURRENCE BY THE BOROUGH OF HATBORO
OF NONELECTORAL DEBT BY THE ISSUANCE OF ITS GENERAL
OBLIGATION NOTE, SERIES OF 2016 IN THE AGGREGATE
PRINCIPAL AMOUNT OF $2,700,000 FOR THE PURPOSE OF
PROVIDING FUNDS TO: (1) THE REPAIR AND IMPROVEMENT OF
THE BOROUGH’S POLICE STATION LOCATED AT 120 EAST
MONTGOMERY AVENUE, HATBORO, PA 19040 AND (2) THE
PAYMENT OF THE COSTS AND EXPENSES OF SUCH FINANCING;
AUTHORIZING THE PREPARATION OF A DEBT STATEMENT AND
OTHER DOCUMENTATION; COVENANTING TO CREATE A SINKING
FUND AND TO BUDGET, APPROPRIATE AND PAY DEBT SERVICE
ON THE NOTE; PLEDGING THE FULL FAITH, CREDIT AND TAXING
POWER OF THE BOROUGH FOR THE PROMPT AND FULL PAYMENT
OF THE NOTE; SETTING FORTH THE SUBSTANTIAL FORM OF THE
NOTE; SETTING FORTH THE STATED PRINCIPAL MATURITY
DATES AND AMOUNTS, INTEREST RATES AND PAYMENT DATES,
PLACE OF PAYMENT AND OTHER DETAILS OF THE NOTE;
AUTHORIZING THE EXECUTION OF A PAYING AGENT
AGREEMENT; FINDING THAT A PRIVATE INVITED SALE OF THE
NOTE 1S IN THE BEST FINANCIAL INTEREST OF THE BOROUGH
AND ACCEPTING A PROPOSAL FOR THE PURCHASE OF THE NOTE;
APPOINTING A PAYING AGENT AND SINKING FUND DEPOSITORY;
AND AUTHORIZING OTHER NECESSARY ACTION.

WHEREAS, pursuant to the Local Government Unit Debt Act, 53 Pa. Cons. Stat.
§8001 et seq. (the “Act™), the Borough of Hatboro (the “Borough”) may incur indebtedness
for (i) the repair and improvement of the Borough’s Police Station located at 120 East
Montgomery Avenue, Hatboro, PA 19040 (the “Project™) and (ii) the payment of the costs
and expenses of such financing; and

WHEREAS, pursuant to a Request for Proposal (the “Request for Proposal”), the
Borough solicited and received proposals for the purchase of the Note; and

WHEREAS, the Borough has determined that the proposal that offers the terms that
are in the best financial interest of the Borough for the purchase of the Note (the “Purchase
Proposal”) is from the Hatboro Borough Authority (the “Lender”™); and

WHEREAS, the Borough Council of the Borough (the “Council”) desires to approve
the issuance of the Note, approve the Project and accept the Purchase Proposal of the Lender.
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NOW, THEREFORE, BE IT RESOLVED by the Borough Council of the Borough of
HATBORO and IT IS HERERY RESOLVED, as follows:

1. Authorization of the Project and Incurrence of Indebtedness; Estimated
Useful Life and Cost of the Projects. The Borough hereby approves the Project as
described in the recitals to this Ordinance, and shall incur indebtedness in the form of the
Note, pursuent to the Act, in the aggregate principal amount of $2,700,000 for the purpose of
providing funds for and toward the costs of the Project and the costs and expenses of issuing
the Note.

It is hereby determined and stated that the useful lives of the Project is in excess of
the term of the Note,

2. Authorization of Issuance of the Note. The Borough shall issue, pursuant to
the Act and this Ordinance, $2,700,000 principal amount of its General Obligation Note,
Series of 2016 in order to provide funds for and toward the costs of the Project and paying
the costs of issuing the Note as authorized and provided in Section 1 hereof.

3. Type of Indebtedmess., The indebtedness evidenced by the Note is
nongelectoral debt.

4. Execution of Debt Statement: Note and Other Documents. The President
or Vice President of the Borough Council and the Secretary or Assistant Secretary of the
Borough and their successors are hereby authorized and directed to file the Debt Statement
required by Section 8110 of the Act, to execute and deliver the Note in the name and on
behalf of the Borough and to take all other action required by the Act or this Ordinance in
order to effect the issuance of the Note and to execute a loan agreement with the Lender
substantially in the form attached hereto as Exhibit A. Said officers or any of them are
further authorized to apply to the Department of Community and Economic Development for
approval of the debt herein authorized and to file with such application a transcript of the
proceedings including a certified copy of this Ordinance, the Debt Statement, a Borrowing
Base Certificate signed by the appropriate officials of the Borough or by the accountants of
the Borough responsible for auditing its financial affairs, and to take any and all such further
action and to execute and deliver such other documents as may be necessary or proper to
comply with all requirements of the Act or to carry out the intent and purpose of this
Ordinance. Said officers and their successors are further hereby authorized if, in their
opinion, it is advisable to do so, to prepare and file such statements and documents as may be
required by Section 8024 or 8026 of the Act in order to qualify all or any portion of the
existing indebtedness of the Borough or of the above authorized indebtedness as subsidized
debt or self-liquidating debt,

5. Type of Note. The Note when issued will be a general obligation note.

6. Covenant to Pay Debt Service - Pledge of Taxing Power. The Borough
hereby covenants with the registered owners of the Note: (a) that the Borough will include in
its budget for each fiscal year for the life of the Note, the amount of the debt service on the

(01852347:v2 )2



Note which will be payable in each such fiscal year so long as the Note shall remain
outstanding; (b) that the Borough shall appropriate from its general revenues such amounts to
the payment of such debt service; and (c) that the Borough shall duly and punctually pay or
cause to be paid from the sinking fund hereinafter created the principal of the Note and the
interest thereon on the dates and at the place and in the manner stated in the Note according
to the true intent and meaning thereof. For such budgeting, appropriation and payment the
Borough hereby pledges its full faith, credit and taxing power. This covenant shall be
specifically enforceable. The amounts to be budgeted, appropriated and paid pursuant to the
foregoing covenants are set forth in Exhibit B attached hereto and made a part hereof which
are hereby incorporated in the foregoing covenant with the same effect as if the same were
specified in the text of such covenant,

7. Form of Note. The Note shall be substantially in the form set forth in
Exhibit € hereto, with appropriate omissions, insertions and variations.

8. Terms of Note. The Note shall be issued in fully registered form, in a single
denomination equal to the principal amount thereof and shall be dated the date of issuance
thereof or such other date as the Borough and the Lender shall agree. The Note shall be
issued in the aggregate principal amount of $2,700,000, shall bear interest from the date
thereof payable annually on June 1* of each year, commencing on June 1, 2017 (each an
“Payment Date”) in accordance with the schedule attached hereto as Exhibit B. Borrower
shall make interest only payments on each Payment Date up to and including June 1, 2026.
Commencing on June 1, 2027 shall make equal annual payments of principal and interest
based on a ten-year amortization schedule. The Note shall mature on June 1, 2036.

The principal of the Note shall be payable in lawful money of the United States of
America at the office of the Lender, which is hereby appointed paying agent and registrar for
Note and the sinking fund depository (the “Paying Agent”). Interest on the Note shall be
payable in the manner provided in the Form of Note set forth herein.

9. Redemption_of Note. The Note is subject to redemption prior to maturity at
the option of the Borough as a whole or from time to time in part, in any portion of a
maturity as selected by the Borough on any date, upon payment of a redemption price of
100% of principal amount plus interest accrued to the redemption date. If less than an entire
year’s maturity of the Note is to be redeemed at any particular time, such portion of the Note
so to be called for redemption shall be chosen by lot by the Paying Agent. Any partial
redemption of principal of the Note may be credited against such stated installments of
principal on the Note as the Borough may designate in writing to the Paying Agent;
otherwise a partial prepayment shall be applied against the principal installments last, by
date, due and payable.

On the date designated for redemption and upon deposit with the Paying Agent of
funds sufficient for payment of the principal and accrued interest on the Note called for
redemption, interest on the Note or portions thereof so called for redemption shall cease to
accrue and the Note or portions thereof so called for redemption shall cease to be entitled to
any benefit or security under the Ordinance, and registered owner of the Note shall have no

{01852847:v2 13




rights with respect to the Note or portion thereof so called for redemption, except to receive
payment of the principal of and accrued interest on the Note or portion thereof so called for
redemption to the date fixed for redemption.

Notice by first class mail, postage prepaid, of any redemption shall be given by the
Borough to the Paying Agent not less than ten (10) days prior to the date designated for
redemption and then mailed by the Paying Agent not less than ten (10) days before such
redemption date to the registered owners of the Note at their addresses as they appear on the
Note register maintained by the Paying Agent. Such notice may also be given by the Borough
directly to the holder of the Note in a manner as further agreed to by the Borough and such
holder with a copy to the Paying Agent.

With respect to any optional redemption of the Note, if at the time of mailing such
notice of redemption, the Borough shall not have deposited with the Paying Agent monies
sufficient to redeem the Note or the portion of it called for redemption, such, notice may state
that it is conditional, that is, subject to the deposit of the tedemption monies with the Paying
Agent not later than the redemption date, and such notice shall be of no effect unless such
monies are so deposited.

10.  Sale of Note. The Note shall be sold at an invited private sale as hereinafter
set forth in Section 13. After due consideration, the Borough Council of the Borough hereby
finds and determines that such an invited private sale of the Note is in the best financial
interest of the Borough. The form and use of various materials utilized in connection with
such private sale, including the Request for Proposal, are hereby approved and ratified.

11.  Creation of and Deposits in Sinking Fand. The Borough covenants that
there shall be and there is hereby established and that it shall hereafter maintain a sinking
fund designated “Sinking Fund - General Obligation Note, Series of 2016 for the Note (the
“Sinking Fund”) to be held by the Paying Agent (or such substitute or successor Paying
Agent which shall hereafter be appointed in accordance with the provisions of the Act) in the
name of the Borough, but subject to withdrawal only by the Paying Agent,

The Borough covenants and agrees to deposit in the Sinking Fund no later than each
Payment Date the debt service payable on the Note on such dates, all as set forth in Exhibit
B attached hereto, or such greater or lesser amount as at the time shall be sufficient to pay
principal of and interest on the Note becoming due on each such date.

Pending application to the purpose for which the Sinking Fund is established, the
President or Vice President of the Borough Council or the Treasurer of the Borough is hereby
authorized and directed to cause the monies therein to be invested or deposited and insured or
secured as permitted and required by Section 8224 of the Act. All income received on such
deposits or investments of monies in the Sinking Fund during each applicable period shall be
added to such Sinking Fund and shall be credited against the deposit next required to be
made in such Sinking Fund. '
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The Paying Agent is hereby authorized and directed, without further action by the
Borough, to pay from such Sinking Fund the principal of and interest on the Note as the same
become due and payable in accordance with the terms thereof and the Borough hereby
covenants that such monies, to the extent required, will be applied to such purpose.

All monies deposited in the Sinking Fund for the payment of the Note which have not
been claimed by the registered owners thereof after two years from the date when payment is
due, except where such monies are held for the payment of outstanding checks, drafts or
other instruments of the Paying Agent, shall be returned to the Borough. Nothing contained
herein shall relieve the Borough of its liability to the registered owners of the unpresented
Note.

12.  No Taxes Assumed. The Borough shall not assume the payment of any tax or
taxes in consideration of the purchase of the Note.

13.  Award and Sale of Note. The Borough hereby awards and sells the Note to
the Lender at & price equal to the face amount of the Note. A copy of said proposal shall be
attached to this Ordinance and lodged with the official minutes of this meeting and is hereby
incorporated herein by reference. The proper officers of the Borough are hereby authorized
and directed to endorse the acceptance of the Borough on said proposal and to deliver a copy
thereof to the Lender. Delivery of the accepted proposal to the Lender shall constitute
conclusive evidence that the award and sale of the Note under this Ordinance have become
final.

14.  Contract with Paying Agent. The proper officers of the Borough are
authorized to contract for the Note with the Lender, in connection with the performance of
their duties as the Paying Agent and Sinking Fund Depository on usual and customary terms,
including an agreement to observe and comply with the provisions of this Ordinance and of
the Act.

15.  Federal Tax Covenants. The Borough hereby covenants not to tzke or omit
to take any action so as to cause interest on the Note to be no longer excluded from gross
income for purposes of federal income taxation and to otherwise comply with the
requirements of Sections 103 and 141 through 150 of the Code, and all applicable regulations
promulgated with respect thereto, throughout the term of the Note. The Borough further
covenants that it will make no investments or other use of the proceeds of the Note which
would cause the Note to be “arbitrage bonds™ as defined in Section 148 of the Code. The
Borough further covenants to comply with the rebate requirements (including the prohibited
payment provisions) contained in Section 148(f) of the Code and any regulations
promulgated thereunder, to the extent applicable, and to pay any interest or penalty imposed
by the United States for failure to comply with said rebate requirements, to the extent
applicabie.

The Borough hereby represents and warrants, after due investigation and to the best
of its knowledge, that (i) the Note is not a “private activity bond” within the meaning of
Section 141 of the Code and (ii) the aggregate face amount of “qualified tax-exempt
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obligations” within the meaning of Section 265(b)(3)(B) of the Code (which includes
qualified 501(c}3) bonds but not any other private activity bonds) issued or to be issued by
the Borough (and all entities that must be aggregated with it pursuant to the Code) during the
2016 calendar year is not reasonably expected to exceed $10,000,000 (other than certain
other obligations not required to be taken into account for purposes of Section 265 of the
Code). The Borough hereby designates the Note as a “qualified tax-exempt obligation”
within the meaning of Section 265(b)(3)}(B) of the Code. The Borough hereby authorizes the
proper officers of the Borough to execute a certificate to that effect at the time of closing.

16.  Execution and Authentication of Note. As provided in Section 4, the Note
shall be executed by the President or the Vice President of the Borough Council and the
Secretary or Assistant Secretary of the Borough and each such execution shall be by manual
or facsimile signature. If any officer whose signature appears on the Note shall cease to hold
such office before the actual delivery date of the Note, such signature shall nevertheless be
valid and sufficient for all purposes as if such person had remained in such office until the
actual delivery date of the Note. The Note shall be authenticated by the manual signature of
an authorized representative of the Paying Agent.

17.  Application of Note Proceeds. The portion of the proceeds of the Note
issued to rebuild the Borough’s police station shall be applied to that project and the portion
of the proceeds of the Note issued to improve the Borough’s public works building shall be
applied to that project.

18.  Compliance Policies and Proeedures. The policies and procedures set forth
in Exhibit D hereto are intended to address post-issuance compliance matters. The Borough
hereby approves and adopts the policies and procedures substantially as set forth in Exhibit
D. These policies and procedures may be amended from time to time by resolution of the
Borough Council.

19.  Officers Authorized to Act. For the purpose of expediting the closing and the
issuance and delivery of the Note, or in the event that the President of the Borough Council
or the Secretary or Treasurer of the Borough shall be absent or otherwise unavailable for the
purpose of executing documents, or for the purpose of taking any other action which they or
any of them may be authorized to take pursuant to this Ordinance, the Vice President of the
Borough Council or the Assistant Secretary or Assistant Treasurer of the Borough,
respectively, are hereby authorized and directed to execute documents, or otherwise to act on
behalf of the Borough in their stead.

20.  Contract with Note Owners. This Ordinance constitutes a contract with the
registered owners of the Note outstanding hereunder and shall be enforceable in accordance
with the provisions of the laws of the Commonwealth of Pennsylvania.

21.  Binding Effect of Covenants and Agreements. All covenants, obligations
and agreements of the Borough set forth in this Ordinance and in the documents authorized
hereby shall be deemed fo be the covenants, obligations and agreements of the Borough to
the full extent authorized or permitted by law, and all such covenants, obligations and
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agreements shall be binding upon the Borough and its successors from time to time and upon
any board or body to which any powers or duties affecting the same shall be transferred by or
in accordance with law. Except as otherwise provided in this Ordinance, all rights, powers
and privileges conferred and duties and liabilities imposed upon the Borough or the members
thereof by the provisions of this Ordinance or the documents authorized hereby shail be
exercised or performed, by such members, officers or other representatives of the Borough as
may be required or permitted by law to exercise or perform the same. No covenant,
obligation or agreement herein contained or contained in any documents authorized hercby
shall be deemed to be a covenant, obligation or agreement of any supervisor, officer, agent or
employee of the Borough in his or her individual capacity and neither the Council of the
Borough nor any officer executing the other documents authorized by this Ordinance shail be
liable personally thereunder or be subject to any personal liability or accountability by reason
of the execution and delivery thereof.

22.  Bond_ Counsel. The Borough hereby appoints Hamburg, Rubin, Mullin,
Maxwell & Lupin to act as Bond Counsel to the Borough with respect to the transactions
contemplated by this Ordinance,

23,  Further Action. The proper officers of the Borough are heteby authorized
and directed to take all such action, execute, deliver, file and/or record all such documents,
publish all notices and otherwise comply with the provisions of this Ordinance and the Act
in the name and on behalf of the Borough.

24.  Severability. In case any one or more of the provisions contained in this
Ordinance or in the Note shall for any reason be held to be invalid, illegal or unenforceable in
any respect, such invalidity, illegality or unenforceability shall not affect any other provision
of this Ordinance or of said Note, and this Ordinance or said Note shall be construed and
enforced as if such invalid, illegal or unenforceable provisions had never been contained
therein.

25.  Repealer. All Ordinance and parts of Ordinance heretofore enacted to the
extent that the same are inconsistent herewith are hereby repealed.

26.  Effective Date. This Ordinance shall take effect on the earliest date permitted
by the Act.
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ENACTED this day of , 2016
(BOROUGH SEAL)
BOROUGH OF HATBORO
ATTEST
Secretary
Title:
Name:
Approved this day of . 2016

Mayor
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EXHIBIT A
Form Loan Agreement
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LOAN AND SECURITY AGREEMENT

between

BORQUGH QF HATEORO

and

HATBORO BOROUGH AUTHORITY




THIS LOAN AND SECUR|TY AGREEMENT {"Agreement”), dated ., 2016, is by

and between the BOROUGH OF HATBORO ({the “Borough”), a duly formed Borough of the
Commonwealth of Pennsylvania and a public body corporate and politic, and HATBORO BOROUGH
AUTHORITY (“Lander”).

WITNESSETH:

WHEREAS, the Boreugh is & duly formed borough and a pubiic body corporate and politic of the
Commonwealth of Pennsylvania, pursuant to the Borough Cede, as amended, 8 Pa. C.5.A. § 101, et seq.
{“Borourh Codi”) which has all powers and obligations as set forth In the Borough Code; and

WHEREAS, the Borough has determined to undertake a project (the *Project”) cansisting of the
financing of {i} the repair and improvement of the Borough's Police Station located at 120 East
Montgomery Avenue, Hatboro, PA 15040 and (ii) the payment of the costs and expenses of such

financing; and

WHEREAS, In order to provide funds required for the Project, the Borough has asked the Lender
for @ loan In the amount of $2,700,000 {the “Loan”) and the Lender has agreed, suhject to the terms and

provisions of this Agreement, to make the Loan to the Borough;and

WHEREAS, the Borough will issue its $2,700,000 Note (the “Note”} to the Lender, evidencing

the Loan;

WHEREAS, the Borough by Ordinance adopted on August 15,2016 (the “Ordinance”),
authorized and approved all actions necessary and appropriate to facilitate the issuance of the Note and
the execution and delivery of this Loan Agreement between the Borough and the Lender and such’other
documents as are necessary to complete the transaction (all such documents collectively, tha

"Transaction Poguments”), alfin accordance with the Borough Code and other applicable law; and
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NOW, THEREFORE, in consideration of the foregoing and the mutual covenants hereinafter

contained, and intending to be legally bound hereby, the parties hereto hereby agree as follows;

ARTICLE |
DEFINITIONS

1.1,  Terms Defined in Recitals. Terms defined in the recitals shall have the meanings set

forth in such recitals.

1.2. Additional Defined Terms. The terms defined in this Section 1.2, wherever used in this

Agreement, shall have the meanings herein specified, uniess the context clearly otherwisa requires:

(a) “fckministrative Expenses” shall mean the expenses reasonably ingurred or to be
incurred by the Borough in connection with its operation and administration of the Borough of Hatboro
including, without limitation, all taxes imposed upon the Borough or such assets or properties, auditing
fees, legal fees, engineating fees, office expenses, general administrative expenses and other costs and

expenses which constitute costs of operation or administration of the Borough of Hathoro,

{b} "Capital Additions” shall mean new or additional property which is properly

chargeable to fixed property accounts in accordance with generally accepted accounting principles and
any and all permanent improvements, additions, extensions and betterments to real or fixed property of

the Borough.

{c) "Receints and Revenues” shail mean any and all rates, rents, fees and charges

established or to be estahlished, levied and collected in connaction with, and ail other payments,
receipts and revenues of whatever kind or character arising from, the operation or ownership of the
Borough Assets or any part thereof {including, without mitation, all accounts, any insurance proceeds,
condemnation or eminent doemain awards payments under petformance bonds, grants and assessments

not separately pledged).

(d) “Borouph Assets” shall mean and include as of any particular time {i) all tangikle

property, fixed or movable, real or personal, then owned or operated by the Borough and used In the
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operations of the Boraugh which was so owned or operated and used at the time of the execution of

this Agreement, {il) all Capital Addltions constructed or otherwise acguired by the Borough, (iil) all other
tangible property, fixed or movable, real or personal, then cwned or operated by the Borough and used
in the rendering of services by the Boraugh and (iv) all franchises used or useful to the Borough at such

particular time.

1.3, lnterpretation. The words “hereof,” “herein,” “hereto,” “hereby” and “hereunder”
refer to this Agreement. All words importing persons Include firms, associations and corporations, and
all words imperting the singular number include the plural rumber and vice versa as the context may

require.

ARTICLE H)
REPRESENTATIONS, WARRANTIES AND COVENANTS OF THEBOROUGH

2.1, Representations and Warranties of the Borouply. The Borough represents, warrants

and covenants to the Lender asfollows:

{a) The Borough is a public body corporate and politic established in the
Commenwealth of Pennsylvania (the “State”} pursuant to the Borough Code, is authorized and
empowerad by the [aws of the State {including the Borough Code} and the Ordinance to enter into the

transactions contemplated by this Agreement and to carry out its ohligations hereunder,

(b) The issuance of the Note and the execution, delivery and performance of this
Agreement, the performance of the transactions contemplated by the provisions hersof and the

execution of this Agreement have been approved by the Borough at a duly constituted meeting.

{c) The execution and delivery of the Note and this Agreement, consummation of
the transactions herein contemplated, and compliance with the terms and provisions hereof will not
conflict with or result in a breach of any of the terms, conditions or provisions of the Articles of
Incorparation, Code or By-Laws of the Borough or of any agreement, indenture or other instrument to
which the Borough is a party or by which it is bound or to which it or its property is subject, or constitute

a default thereunder, and wliil not result in the creation or (mpesition of any lien, charge  or
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encumbrance of any nature whatsoever (except those created pursuant hereto) upon any of the

property of the Borough pursuant to the terms of any such agreement, indenture or other instrument,

{d) This Agreement has been duly and validly executed and delivered by the
Borough and constitutes a valid and legslly hinding ohligation of the Barough, enforceable in accordance
with Its terms, except as limited by bankruptcy, insolvency, moratorium and other laws effecting the
enforcement of creditors’ rights genarally, including, but nct limited to, the laws concerning fraudulent

conveyances, and by general principles of equity,

{e) There Is no material judgment, litigation or governmental proceeding pending
or, to the knowledge of the Borough or its officers, threatened against the Borough other than that
which has been previously disclosed to the Lender in writing; if any such litigatlon or proceeding exists, it

shall he set forth in an exhibit attached hereto and made a part heseof,

() No consent or approval to the execution and performance of this Agreement
and the transactions contemplated hereby not already obtained Is required to be obtalned by the
Borough from any governmental body, authority, agency, court or pther person or entity, public or

private.

ARTICLEN
TERM OF AGREEMENT; DISPOSITION OF LOAN PROCEEDS

3.1, Term_of Agresment. This Agreement shall become effective upon its delivery and,

subject to sooner termination pursuant to the provisions of this Agreement, shall remain in effect until
the principal of, and interest an the Note have been fully paid or provision for payment shall have been

made in accordance with the Note.

3.2.  Bisposition of Proceeds of the Mote. At Closing, the Lender shall disburse the Note

praceeds to pay Project costs to the Borough,
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ARTICLE IV
PAYMENT PROVISIONS

4.1, Loan Paymenis. The Borough hereby covenants and agrees to repay the Loan in
accordance with the terms of the Note (Including any payment schedules attached to the Note), the
terms of which are Incorporated herein by reference. The Borough shall pay to the Lender In

immediately available funds on each June 1 {each, an “Iiterest Payment Date”) any required payment of

principal and Interest on the Note, commencing June 1, 2017,

4.2.  Interest Provision. The form of the Note is atteched hereto-as Exhibit A. The Note shall

bear Interest as set forth in such Note,

4.3. Imtentionally Blanlk.

4.4,  Securlty; Additional Secured Debt.

{a) To secure repayment of the Note the Borough hereby pledges and grants to the
Lender a security interest in its Taxes, Receipts and Revenues and {ii} grants an ahsolute assignment of

its Gross Taxes, Receipts and Revenues to the Lender.

{h) Reserved,

{c) The Borough hereby grants, sells, assigns, transfers, sets over and delivers unto
the Lender, for the benefit of the Lender, its successors and assigns, all right, title and interest of the
Borough in and to all the Gross Taxes, Receipts and Revenues to secure the repayment of the Note and
all obligations of the Borough hereunder, The Barough shall retain full responsibiiity for the coilection
and mahagement of the Gross Taxes, Receipts and Revenues, and the Borough hereby agrees to
indemnify and defend the Lender against, and hold the Lender harmless from, {i} any and all Hability,
[oss or damage which the Lender may or might incur by reason of any deficiency or alleged deficiency in
the collection and management of the Gross Taxes, Receipts and Revenues and (i) any and all claims
and demands whatscever which may be asserted against the Lender by reason thereof. Should the
Lender incur any llability, loss or damage described in the preceding sentence, or In defense against any
such claims or demands, the amount thereof, Including casts, expenses and reasonable attorneys' fees,
together with interest thereon at the rate specified in this Agreement, shall be added to the obligations

secured herehy and the Borough shall reimburse the tender therefor, immediately upon demand.
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4.5.  Optignal Prepavment of Note, The Note shall be subject to prepayment at any time

prior to maturity, at the optlon of the Borough, at a prepayment price equal to principal plus interest
accrued to the date fixed for prepayment, as a whole or in part at any time, without any premium or
fee. Any partizl prepayment of principal may be credited against such stated installments of principal on
the Note as the Borough may deslgnate In writing to the Lender at the time of prepayment; otherwise, a

partial prepayment shall be applied against the principal installments last (by date) due and payahle,

4.6, Tertnination of Loan Agreement, Wheh the principal of, and interest on, the Note shall

have been pald in full and all other abligations of the Borough to the Lender hereunder shall have been
pald or duly provided for no further amounts shall be payable hereunder and this Agreement shall be

terminated.

4.7,  Qbligations of the Borough Absolute and Unconditiunal. The obligation of the Borough

under this Agreement to make payments on or before the dates the same became due, and to perform
all of its other obligaticns, covenants and agreements hereunder shall be absolute and unconditional,
without notice or demand, and without abatement, deduction, setoff, counterclaim, recoupment or
defense or any right of termination or cancellation arising from any circumstance whatsoever, whether

now existing or hereafter arising, and notwithstanding any fallure of consideration or frustration of
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commerclal purpose, any change in the tax or other laws of the United States of America, the State or
any political subdivision thereof, any change in the Borough's [egal organization or status, or any default
of the Borough hereunder, and regardless of the invalidity of any action of the Boraugh, and ragardless

of the invalidity of any portion of this Agreement.

ARTICLEV
ADRITIONAL COVENANTS OF THEBOROUGH

5.1, Rates and Charges. The Borough covenants that it will adopt, maintain, charge and

collact, from the residents of the Borough, so long as the Note remains outstanding and funds for its
payment have not been provided, taxes and other charges, Including assessments, which, after making
due and reasonable allowances for delinguencies, contingencies and a margin of error in the estimates,
together with all other anticipated Taxes, Receipts and Revenues of the Borough and other available
Borough funds, are at all times at least sufficient with respect to the Borough to provide annually funds

ta pay 100% of the annual debt service requirements on the Note,

5.2, Books, Records and Flnancial Reports. The Borough shall keep accurate records and

boaks of account with respect to the Project and shall furnish to the Lender by July 31% of each year or
within fifteen (15) days’ of completion, as applicable, a copy of the annual audited financial statements
of the Borough, including balance sheet, statement of income and expenses, and changes in net assets,
prepared by an Independent certified public accountznt. The Borough agrees to provide such additional

financial information to the Lender as the Lender may reasonahly request from time to time,

5.3,  Maintenance of Insurance. The Borough covenantsto;

(a) Keep all insurable praperty, real and personal, now owned or hereafter acquired
by it, insured at all times agalnst loss or damage by fire and risks and other hazards of the kinds
customarily insured against and in the amounts customarily carried by public entities engaged in
comparable activities under valld and enforceable policies issued by insurers of recognized responsibliity
and, promptly from time to time upon request of the Lender, dellver to the Lender a summary schedule

indicating all insurance then ineffect.
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{b) Maintain comprehensive general public liability insurance and workers

compensation Insurance in full force and effect, under valid and enforceable policies issued by insurers
of recognized responsibility not unacceptable to the Lender; and, promptly from time to time upon

request of the Lender, deliver to the Lender a summary schedule indicating all insurance then in effect,

54.  Feas and Expenses, The Borough shall pay to the Lender on demand any and al! costs

and expenses incurred or paid by the Lender in connection with issuing the Loan, including, without
limitation, the costs of Lender’s solicitor and financial advisors, together with all filing fees for any
financing statements to be recorded to svidence the lien and security interest of the Lender in the

Taxes, Receipts and Revenues,

5.5, Oparation and Maintenance. The Borough shall use its best efforts to: {a) maintain the

Borough's Assets and every part thereof in good repair, working order and condition; (b} continuously
operate the same; [c) from time to time make all necessary and proper repairs, renewals and
replacements thereof; and {d) comply with (while retaining its ordinary legal right to interpret, challenge
and defend In court against) all present and future laws, rules, regulations, permits, order and

requirements lawfully made.

ARTICLE VI
CONDITIONS OF CLOSING

6.1,  Conditions of Closing. The ohligation of the Lender to issue the Note and make the

Loan hereunder is subject to the fulfillment of the following conditions:

{a) The representations and warranties of the Borough contained in Section 2
hereof shall be true and correct, and no Event of Default (as specified In Article Vil hereof} and no
condition, event or act which, with the giving of notice or the lapse of time or both, would constitute

such an Event of Default, shall have occurred and be continuing,

{b) Concurrently with or ptior to the issuance of the Note, the Borough shall havs

furnished; (i} a favorable opinion of counsel for the Boraugh, dated the date of issuance of the Note,
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satisfactory to the Lender and (I} other Transaction Documents and closing documents, as required by

Lender,

(c) There shall have been delivered to the Lender certificates executed by the
Secretary of the Borough, dated the date of issuance of the Note, setting forth the action taken by the
Borough in connection with the Loan and the authorization of the execution, delivery and performance
of this Agreement and the Note, the Ordinance of the Boraugh Council, its By-Laws and Articles of

Incorporation as the Lender or its counsel shalf deem appropriate

{d) All legal matters incident or related to the Loan shall be in form and substance

reascnably satlsfactory to the Lender.

ARTICLE VI
EVENTS OF DEFAULT AND REMEDIES

7.1, Events of Default. Any one or more of the following avents shail constitute an “Event of

Default” hereunder:

{a) the Borough fails to make any payment required hereunder; or

{b) the Borough shall default in the due and punctual performance of any other of
the covenants and agreements contained In this Agreement and such default shall conttnue for thirty
{30} days after written notice specifying such default and requiring the same to be remedied shall have
been given to the Borough by the Lender; provided that if (i) such defauit is capable of being cured, but
not within thirty {30) days, (ii) the Borough has commenced such cure within said 30-day period, and (iii)
the Borough diligently prosecutes such cure to completion, the same shall not constitute an Event of

Default; or

{c) the Borough shall {i} admit in writing its inakility to pay its debts as they hecome
due; or (i) file a petition in bankruptcy or for reorganization, arrangement, compasition, readjustment,
liquidation, dissalution or similar relief under the bankruptecy code of the United States of America as

now or in the future amended ar any other similar present or future federal or state statute or

{01854(91:%2 } 1




regulation, or file a pleading asking for such relief; or {iii) make an assignment for the benefit of

creditors; or {lv} consent ta the appointment of a trustee, receiver or liguidator for all or a major portion
of its property; or (v} be finally adjudicated as bankrupt or insolvent under any federal or state law,
which order, if not consented to by Barough, is not dismissed, vacaled, denied, set aside or stayed in 90
days after the day of entry; or {vi} be subject to any proceeding, or suffer the entry of a final and
nonappealable court order, under any federal or state law appointing a receiver, trustae or liquidator for
all or a major part of its property or ordering the winding-up or liquidation of its affairs, approving a
petition filed against it under the Bankruptcy Code, as now ot in the future amended, which order or
proceeding, if not consented to by i, is not dismissed, vacated, denled, set aside or stayed in 90 days
after the day of entry or commencement; or (vii) suffer a writ or warrant of attachment or any similar
process to be issued by any court against all or any substantial portion of its property, unless such writ
or warrant of attachment or similar process is not contested, stayed, or is not released within 90 days
after the final entry or levy or after any contest is finally adjudicated or any stay is vacated or set aside;

or

{d} If any representation or warranty made by the Borough in this Loan Agreement
or which Is contained In any certificate, document, opinion, financial or other statement furnished at
any time in connection with this Loan Agreement shall prove to have been incorrect, incomplete, or

misleading in any material respect on or as of the date made or deemed made; or

(e) The Borough defaults on its payment obligation under any other loan facility

with respect to the Borough's Assets; or

() The Borough falls to maintain a minimum credit rating of BBB+, as determined
hy Standard & Poor's Ratings Services, a business division of The McGraw-Hill Companies, Inc,, or its

successgr,

7.2.  Remedies. If an Event of Default has occurred and is continuing, the Lender may, in
additlon to its other rights and remedies as may be provided herein or may exist at the time at law orin
equity, upon notice to the Barough, declare all sums due or to become due hereunder to be

immediately due and payahle.
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7.3.  Walvarg, No failure by the Lender to insist upon strict performance hereof or to

exercise any remedy upon the occurrence of an Event of Default shall constitute a waiver of such
default, or a waiver or medlfication of any provision hereof. Upon the occurrence of an  Event of
Default, the Lender may exercise any one or mote of the remedies available to it hereunder separately

or concurrently and as often as required to enforce the Borough's obligations hereunder,

7.4, Remedles Mot Exclusive. All rights and remedies herein given or granted to the Lender

are cumulative, non-exclusive and in addition to any and all rights and remedies that the Lender may

have or be given by reason of any law, statute, ordinance orotherwise,

7.5,  Expenses. If the Borough shall default under any of the provisions of this Agreement
and the Lender shall employ attorneys or incur other expenses for the collection of amounts payabla
hereunder or for the enforcement of performance or observance of any obligation or agreement on the
part of the Borough contained in this Agreement, the Borough shall, If Lender prevalls in its action(s), on
demand therefor reimburse the Lender, for the reasonable fees of such attorneys and such other

reasonable expenses soincurred,

ARTICLE Vil
MISCELLANEQUS

8.1. Payenernt of Lender’s Closing Costs. The Borough shall pay all fees and costs as set forth

in Section 5.4 of this Agreement,

8.2.  Severability. If any term or provision hereof or the application thereof shall for any
reason be held to be invalid or unenforceable, the remaining terms and provisions and all other
applications of such term or provision shail not be affected thereby, and each term and provision hereof

shall be valid and enforceable to the fullest extent permitted by law,

B.3. Exculpation of Borough Employees, [n the exercise of the power of the Baraugh and

any of its members, officers, employees and agents (the "Rorouph Representative”) hereunder,

Including without limitation the applicatien of monies and the investment of funds, neither the Borough

nor any Borough Representative shall be accountable to the tender for any action taken or omitted by it
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or Its members, officers, employees and agents In goad faith and reasonahly believed by it or them to be

authorized or within the discretion or rights or powers conferred upon such Borough Representative
hereunder, The Borough and Borough Representative shall be protected in its or thelr acting upon any
paper or document belisved by it or them to be genuine, and it or they may reasonably rely upon the
advice af counsel and may but need not require further evidence of any fact or matter before taking any
action. Ne recourse shzll be had by the Lender for any claims based on this Agreement against any
Borough Representative alleging personal liability on the part of such person unless such claims are

hased upon the bad faith, wiliful misconduct, fraud or decelt of such person.

8.4, References to Statutes, Governmental Apencles, etc. A rgference herein to a statute or
to a regutation issued by a governmental agency ihcludes the statute or regulation In force as of the date
haereof, together with all amendments and supplements thereto and any statute or regulation
substituted for such statute or regulation, unless the specific language or the context of the reference
herein clearly includes only the statute or regulation in force as of the date hereof. A reference herein
to a governmental agency, department, board, commission or other public body or to a public officer
includes an entlty or officer which or who succeeds to substantially the same functions as those
performed by such public body or officer as of the date hereof, unless the specific language or the
context of the reference hereln clearly Includes only such public body or public officer as of the date

hereof,

8.5. Governing Law. This Agreement shall be governed by and construed in accordance with

the laws of the Commonwealth of Pennsylvania,

8.6.  Notices. All notices required or authorized to be given by the Borough, or the Lender

pursuant to this Agreement shall be in writing and shall be sent by certifled malt {return receipt
requested), postage prepaid, hand delivery, overnight courier or facsimile transmission with confirming

copy, to the following addresses:

the Borough: Hatboro Borough
414 South York Road
Hatboro, PA 19040
Attention: Fred Zollers, Borough Manager
Fax Number: 267-246-7363
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With copy ta: Christen G. Pionzjo, Esguire
Hamburg, Rubin, Mullin, Maxwelt & Lupin, PC
375 MorrisRoad -
P.Q. Box 1479
Lansdale, PA19446-0773
Fax Number: 215-661-0315

the Lender: Hatboro Borough Authority
414 South York Road
Hatboro, PA 19040
Attention;
Fax Number:

With copy to; Erlc C. Fray, Esquire
Dischell, Bartle & Daolay, P.C,
1800 Pennbrcok Parkway, Suite 200
Lansdale, PA 19446
Fax Number; 215-362-6722

or to such other addresses as may from time to time be furnished to the parties, effective upon the

recelpt of natice thereof given as set forth abave,
3.7, Counterperts. This Agreement may be executed in multiple counterparts, each of which
shall be regarded for all purposes as an ariginal, and such counterparts shall constitute but one and the

same instrument,

88.  HMeadings. All headings herein are for convenience of reference only and shall not affect

the interpretation of any provisionhereof.

8.5, Assignment; Suceessors and Asslpns., The Borough shall not assign this Agreement or

any interest of the Borough herein, either In whole or in part, without the prior written consent of the
Lendet. Subject to the foregoing, this Agreement shall be binding upon, and shall Inure to the benefit of,
the parties hereto and their respective successors, and the terms “Borough” and “Lender” shall, where

the context requires, include the respective successors of such persans.

B.10. Amendments, This Agreement may not be amended except by an instrument In writing

signed by the parties.
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811, Indemnifieation. n addition o any and all rights of reimbursement, indemnification,
subrogation or any other rights pursuant hereto or under law or equity, the Borough hereby agrees {to
the extent permitted by [aw) to indemnify and hold harmless the Lender and its officers, directors and
agents (the “Indemnitees”) from and against any and all claims, damages, losses, liabilities, reasonable
costs or expenses whatsoever (including reasonable attorneys’ fees for counsel of the indemnified
party’s choice and court costs) which any of the Indemnitees may incur {(or which may be claimed
against any of the Indemnitees by any person or entity whatsoever) by reason of or in connection with
involvement of the Lender in any legal suil, investigation, proceeding, inquiry or action as a
censequence, direct or indirect, of the Lender’s entering into this Agreement or action taken hereunder
or under any cf the other Transacticn Documents or any other evant ar transaction In connection with
or contemplated by any of the foregoing; provided howevar, that the Borough shall not be required to
indemnify the Lender for any clalms, damages, losses, Habilitles, costs or expenses to the extent, caused
by the willful misconduct, bad faith or gross negligence of the Lender. Notwithstanding the preceding
sentence, each of the Indemnitees shall have the right to employ thelr own respective counsel and to
determine their own defense of such action in any such case, hut the fees and expenses of such counsel
shall be at the expense of Indemnitee or the Lender untess {i} the employment of such counsel shall
have been authorized In writing by the Borough or {ii) the Borough, aftar due notice of the action, shall
not have employed counsel reasonably satisfactory to such Indemnitee or Lender, as the case may be, to
have charge of such defense, in either of which events the reasonahle, out-of-pocket fees and expenses
of the respective counsels for such Indemnitee or Lender shall be borne by the Borough to the extent
that such action is covered by this indemnification provision. Nothing under this Section 811 is

intended to limit the Borough’s payment of obligations under the Transaction Documents,

B.12. 3urvival, The obligations of the Borough under Section 8.11 shall survive the payment

of the obligations under the Transaction Documents and the termination of this Agreement.

8.13, Absolute and Unconditional Agreement.

(a) The obilgations of the Boreugh under Section 8,11 shall be a continuing,

absolute and unconditional indemnity, without regardto:
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{1y any limitation, discharge, cancellation, Invalidity, rejection or

unenforceability of the obligations under the Transaction Documents orany part thereof; and

{11 any circumstance whatsoever which constitutes or might be construed
to be an equitable or legal discharge of the Borough from the obligations under the Transaction

Documents.

(b} The Borough's Ifability hereunder shall not be conditioned or contingent upan
the pursuit by the Lender of any right or remedy against the Borough or any other person at any time
and shall not be affected or limited in any manner by any action taken by the Lender in connection with

exercise of any remedies under the TransactlonDocuments.

8.14. Further Assurances. From time to time upon the request of the Lender, the Borough

shall promptly and duly execute, acknowledge and deliver any and all such further Instruments and
documenis as the Lender may deem reasonably necessary or desirable to confirm this Agreement or any
of the related documents, to carry cut the purpose and intent hereof and thereof or to enable the
Lender to enforce any of its rights hereunder or thereunder; provided, however, that the Borough shall
not be ohligated to execute or deliver any instruments and documents which increase the Borgugh's

obligaticns and liabllities, or decrease Borough's rights and benefits, under the Loan.

8.15. Waivers. The Lender may from time to time grant walvers or consents to a departure
from the due performance of the ohligations of the Borough under the related documents. Any such
agreements, walvers or consents must be in writing signed by Lender and Borough and shall be effective
only to the extent specifically set forth in such writing. In the case of any such walver or consent relating
to an Event of Default, such Event of Default so walved or consented to shall be deemed to be cured and
not continuing, but no such waiver or consent shall extend to any other or subsequent Event of Default

or impair any right consequentthereto,

8.16. Mo lmplied Waiver. No course of dealing and no delay or fallure of the Lender in

exercising any right, power or priviiege under this Agreement or the other related documents (including
any delay in sending the notice required for an Event of Default) shall affect any other or future exercise

thereaf or exercise of any other right, power or privilege; nor shall any single or partial exercise of any
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such right, power ar privilege or any abandonment or discontinuance of steps to enforce such a right,

power or privilege preclude any further exercise thereof or of any other right, power or privilege.

® ®
8.17.  Right of Setoff.

{a) Upon the occurrence and during the continuance of an Event of Default, the
Lender may, at any time and from time to time, upon prior notice to the Borough, set-off and
appropriate and apply, against and on account of, any obligations of the Borough under the Transaction
Documents to the Lender, without regard to whether or not the Lender shall have made any demand
therefor, and although such obligations under the Transaction Documents may he contingent or
unmatured, any and all deposits {general or special, including but not limited to indebtedness evidenced
by certificates of deposit, whether matured or unmatured, but not Including trust accounts) of the
Borough and any other Indebtedness at any time held or owing by the Lender to or for the credit or the

account of the Borough,

{b) The Lender agrees to promptly notify the Borough after any such set-off and
application referred to in subsection {a) above, provided that the fallure to glve such notice shall not
affect the validity of such set-off and application. Subject to the provisions of subsection (a} ahave, the
rights of the Lender under this Section are in addition tc other rights and remedies {Including, without

limmitation, other rights of set-off) which the Lender mayhave.

8,18, Rights Cumulative. All rights, powers and temedies herein given to the Lender are
curnulative and not alternative, and are in addition to all statutes or rules of law; any forbearance or
delay by the Lender in exercising the same shall not be deemed to be a waiver thereof, and the exercise
of any right or partial exercise thereof shali not preciude the further exercise thereof, and the same shall
continue in full force and effect until specifically waived by an instrument in writing executed by the

Lender,

8.19. Judiclal Praceedings. Any suit, action, or proceeding, whether claim or counterclaim,
brought or instituted by the Borough or the Lender, or any of their successors or assigns, an or with
respect to this Agreement or the dealings of the Borough or the Lender with respect hereto, shall be
tried only by a court and not by a jury, THE BORQUGH AND LENDER HEREBY KNOWINGLY,
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VOLUNTARILY AND INTENTINALLY WAIVES ANY RIGHT TO A TRIAL BY JURY [N ANY SUCH SUIT, ACTION

OR PROCEEDING. In connection therewith, the Borough and Lender agree that any sult, action or
proceeding artsing hereunder or with respect hereto will be instituted in the Court of Commaon Pleas of
Montgomery County, Pennsylvania, or the United States District Court for the Eastern District of
Pennsylvania, and irrevocably and unconditionally submits to the jurisdiction of each such Court for such
purpese. Further, the Borough and Lender waive any right it may have to claim or recover, in any such
sult, action or proceeding, any special exemplary, punitive or consequential damages or any damages
other than, or in addition to, actual damages, unless permitted by this Agreement, THE BOROUGH
AGREES THAT THIS SECTION IS A SPECIFIC AND MATERIAL ASPECT OF THIS AGREEMENT AND THAT THE
LENDER WOULD NOT EXTEND CREDIT IF THE WAIVERS SET FQRTH IN THIS.SECTION WERE NOT A PART
OF THIS AGREEMENT.

[N WITNESS WHEREOF, the parties hereto have duly executed this Agreement as of the day and

year first above written,

BOROUGH QF HATBORO

Attest: By: )
Secretary President

{SEAL}

HATEORO BOROUGH AUTHORITY

Attes?; _ By: 5
Secretary Chairman

{SEAL}
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EXHIBIT A
{Form of Note)




HATBORO BOROUGH

$2,700.000

BOROUGH REVENUE NOTE

Dated;

KNOW ALL PERSONS BY THESE PRESENTS, that the HATBORO
BOROQUGH, County of Montgomery, Commonwealth of Pennsylvania, a duly formed
borough existing by and under the laws of said Commonwealth (the “Barough™), for
value received, hereby acknowladges itself indebted and promises to pay to
HATBORO BOROUGH AUTHORITY, or regisiered assigns (the "Payee”), the
principal sum of TWO MILLION SEVEN HUNDRED THOUSAND DOLLARS
($2,700,000), plus interest as provided herein. The principal sum shall be advanced to
the Borough from time to time upon the Borough's request in accordance with the
Loan and Security Agreement of even date herewith between the Borough and

Payee (the "Loan Agreement”).

Interest on this Note shall initially be payable annually on each June 1
commencing June 1, 2017, as follows:

(i) For the period from the date hereof untll May 31, 2026, interest shall be
calculated at an initial fixed rate of Three Percent (3.0%) per annum. [nterest
payments for the first ten years shall be payable hereunder in accordance with the
schedule attached hereto and incorporated herein as Schedule A (which shall be
adjusted on each Change Date (defined below) to reflect the then appllcable interest
rate; and

{iiy For the perlod from June 1, 20286, through June 1, 20356 (the "Maturity
Date"), the rate shall reset being June 1, 2026 (the “Change Date™).

The interest rate will be adjusted on the Change Date pursuant to the following:

(i) The interest rate shall be adjusted on the Change Date to a flxed rate
equal to 1.53% above the then current Bloomberg 10 Year Municipal
Bond Yield.

(i)  The Payee will adjust the interest rate on the Change Date. Regardless
of the then applicable rate, the intersst rate shall never be below 3.0%.
The change in interest rate is effective on the Change Date, whether or
not the Payee gives Borough notice of the change.




(iity  The “Bloomberg 10 Year Municipal Bond Yield" is the Rate in effect on
the Change Date as set forth or published at
bt fwww. bioorberg.com/quote/BYMB10Y:IND, in which period hase

rates will be rounded to 2 decimal places with .004 being rounded down
and .005 being rounded up.

(iv)  The spread as identifled in the Note may not be changed during the life
of the loan without the written agreement of the Payee,

(v)  The interest rate adjustment periocd may not be changed without the
written consent of the Payee.

Interest shall be computed on the basis of a 360-day year of twelve 30-day
mohths on the princlpal amount cutstanding from time to time.

Princlpal shall be payable hersunder beginning on June 1, 2026. Al
payments from the date hereof through June 1, 2026 shall be interest only,
Beginning June 1, 2027, payments shall be calculated utilizing the then applicable
interest rate so that equal payments of principal and interest are made on an annual
basis from June 1, 2027 through June 1, 2036. On June 1, 2026, Payee shall
provide Borough with an amortization schedule showing the anticipated payments
(which include interest and principal) due after the interest-only payment on June 1,
2026 through June 1, 2036.

In the event the Borough's credit rating as issued by Standard & Poor's Ratings
Services, a business division of The McGraw-Hill Companies, Inc., or its successor,
declines to a rating that is equal to BBB+, then the interest rate will increase by one-
quarter of one percent (0.25%), and shall continue to increase by one-quarter of one
percent (0.25%) for each rating decline, not to exceed an increase of more than one-
half of one percent (0.50%).

Both principal and interest are payable in immediately available funds in such
coin or currency as at the respective dates of payment thereof shall be legal tender for
the payment of public and private debts, by wire transfer, check or draft payable, to such
location or account as designated in writing by Payee at least five (5) Business Days
before the payment date. A final payment of principal and interest, if not sooner paid,
shall be due and payable on the Maturity Date,

Borough hereby agrees to make all payments when due, as set forth herein, to
Payee at 414 S. York Road, Hatboro; Pennsylvania 19040. If any due date, shall fall on
a Saturday, Sunday or Jegal holiday, then the Borough the due date shall be the first
(1st) Business Day (as hereafter defined) immediately following any such due date until
this Note shall be paid in full. As used hersin, the term "Business Day" shall mean any
day except a Saturday, Sunday or other day on which that commercial banks are
required or permitted to close in the Commonwealth of Pennsylvania.




In the event any of the aforesaid payments of principal and interest in whole or in
part are fifteen {15) days beyond their due date, Borough shall pay Payee a “late
charge" of equal to $500.00 or five percent (5.00%) of the amount due on the due date,
whichever is less, to cover the extra expense involved in handling delinquent payments.

Any payments not made as and when due shall bear interest from the date due
until paid at the Default Rate, in Purchaser's discretion. “Default Rate" means a rate
equal to the lesser of (a) the rate of interest provided under this plus two percent (2%)
per annum or (b) the highest rate of interest allowed by law. [n addition, if the Borough
shall fail to pay or cause to be paid any sum required to be paid under the terms of this
Note, or if Borough shall fall to perform or cause to be performed any other provision
hereof, then the balance of the debt evidenced by this Note, with all arrearages of
interest thereon, shall, at the option of Payee, become due and payable immediately
without notice to Borough, and execution or suit may issue immediately for the
collection of the same, together with the costs of suit and attorneys' fees.

It is hereby recited that this Note is authorized to be issued in accordance with
the Municipalities Authorities Act, 53 Pa.C.S.A Sections 5601 et seq. (the "Act”), the
Borough Code, 8 Pa.C.8.A. Sections 101 ef seq. (the “Borough Code”), the Loan
Agreement, and pursuant to an Ordinance of the Borough Council of the Borough of
Hatboro duly adopted on August 15, 2016 (the “Ordinance”), the terms of which Act,
Borough Code, Loan Agreement and Ordinance are specifically incorporated herein by
reference, and the terms of which the Payee accepis, which authorized the issuance
of the Note. Capitalized terms used in this Note but not defined herein shail have the
meanings ascribed to them In the Loan Agreement.

It is hereby certified that all acts, conditions and things required to be or be done,
happen, and be performed precedent to and in the issuance of this Note have been
done, happened, and been performed in regular and due form and manner as
required by law.

It is hereby further certified that the Borough has effectively covenanted to
pariodically pay or cause to be paid the principal and interest thereon at the dates and
places and In the manner stated herein, according to the true Intent and meaning
heraof.

The obligations of the Borough under this Note are secured by the Loan
Agreement and the Receipts and Revenues pledged thereunder.

This Note may be prepaid in whole or in part at any fime at the option of the
Borough, upon notice to the Payee, at par plus accrued interest to the date of
redemption without premium or penalty, as provided in the Loan Agreement.

This Note is transferable by the Payee upon written notice to the Borough. The
Borough may deem and treat the Payee, or any othar Person, from time to time, [n
whose name this Note shall be registered as the absolute owner hereof for the purpose




of receiving payment hereof and of interest due hereon, and for all other purposes,
whether or not this Note shall be overdue. The Borough shall not be affected by any
notice to the confrary. Notwithstanding the foregoing, the Payee intends to hold this
Note for its own account with no intention of re-sale.

The Borough shall be in default hereundet upon the occurrence of any of the
following events:

(@)  The nonpayment when dus of any amount payable hereunder; or

(b)  The failure of the Borough to observe or perform any obligation to
be performed by it hereunder, under the Loan Agreement and/or under any other
documents or agreement executed by the Borough in connection herewith, and the
failure of the Borough to cure such event afterany applicable cure period.

Whenever the Borough shall be in default for any of the reasons as set forth
hereinabove, and, if applicable, the cure period after notice has expired without cure
being accomplished (uniess the Payee elects otherwise), the entire unpaid balence of
principal and accrued but unpaid inferest shall become immediately due and payable
without notice or demand on the Borough.

No recourse shall be had for the payment of the principal of, or interest on this
Note, or for any claim based hereon or on the Ordinance against any member,
officer, director or employee past, present or future of the Borough or of any successor
body, as such, either directly or through the Borough or any such successor body, under
any ceonstitutional provision, statute or rule of [aw or by the enforcement of any
assessment or by any legal or equitable procesding or otherwise, and all such liability of
such members, officers, directors or employeas is released as a condition of and as
consideration for the issuance of this Note,

NEITHER THE CREDIT NOR THE TAXING POWER OF THE COUNTY OF
MONTGOMERY, OR OF THE COMMONWEALTH OF PENNSYLVANIA, OR OF ANY
POLITICAL SUBDIVISON THEREQF, EXCEPT THAT OF HATBORO BORQUGH, 1§
PLEDGED FOR THE PAYMENT OF THE PRINCIPAL, PREMIUM, IF ANY, OR
INTEREST ON THIS NOTE; NOR SHALL THIS NOTE BE DEEMED AN OBLIGATION
OF THE COUNTY OF MONTGOMERY OR OF THE COMMONWEALTH OF
PENNSYLVANIA,  THE ABILITY OF THE BOROUGH HEREUNDER SHALL BE
LIMITED SOLELY TO THE REVENUES A3 PROVIDED IN THE AGREEMENT AND
THE LIEN OF ANY JUDGMENT SHALL BE RESTRICTED AS REFERED TO
THEREIN.




IN WITNESS WHEREOF, the Borough has caused this Note to be properly

executed by the proper officers of the Borough as of the day of
, 2018,
BOROUGH OF HATBORO
Aftest.- . By: : -
Secretary President

{SEAL}




SCHEDULE A

HATBORO BOROUGH

AMORTIZATION SCHEDULE

$2,700,000 at 3.0% interest (year 1 through 10, interest reset at end of year 10)
With 10 annual interest only payments (actual years 1 through 10, estimated year 11

DATE

8/1/2017
6/1/2018
6/1/2019
6/1/2020
8/1/2021

B/1/2022
6/1/2023
6/1/2024
6/1/2025
6/1/2026
6/1/2027
6/1/2028
8/1/2029
6/1/2030
6/1/2031

6/1/2032

PAYMENT
AMOUNT

81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
3’]6,522,37
316,522.37
316,622,37
316,5622.37
316,522.37
316,522.37

PRINCIPAL
PART

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
235,622.37
242,588.04
249,865.68
257,361.65
265,082.50

273,034.98

INTEREST
PART

81,000.00
81,000,00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000,00
81,000,00
81,000.00
81,000.00
73,934.33
66,656.69
59,160.72
51,439.87
43,487.39

through 20) and10 annual principalfinterest payments (estimated)

BALANCE
OWED

2,700,600.00
2,700,000.00

2,700,000.00

2,700,000.00

2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,?00,QO0.00
2,464,477.63
2,221,889.59
1,972,023.91
1,714,662.26
1,449,579.76
1,176,544.78




DATE

6/1/2033
6/1/2034
6/1/2035
6/1/2036

PAYMENT
AMOUNT

316,522.37
316,622.37
316,522.37
316,622.35

PRINCIPAL
PART

281,226.03
289,662.81
298,352.89

307,303.25

INTEREST
PART

35,296.34
26,859,656
18,169.88

0,219.85

BALANCE
OWED

895,318.75
605,655.94
307,303.25

0.00




Exhibit B

$2,700,000 GENERAL OBLIGATION NOTE, SERIES OF 2016
Note Amortization Schedule
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HATBORO BOROUGH

AMORTIZATION SCHEDULE

$2,700,000 at 3.0% interest (year 1 through 10, interest reset at end of year 10)
With 10 annual interest only payments (actual years 1 through 10, estimated year 11

DATE

6/1/2017
6/1/2018
6/1/2019
6/1/2020
6/1/2021

6/1/2022
6/1/2023
6/1/2024
6/1/2025
6/1/2026
6/1/2027
6/1/2028
6/1/2029
6/1/2030
6/1/2031

6/1/2032

PAYMENT
AMOUNT

81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
§1,000.00
81,000.00
81,000.00
81,000.00
81,000.00
316,5622.37
316,522,37
316,522,37
316,522.37
316,522.37
316,622.37

PRINCIPAL
PART

0.00
0.00
0.00
0.00

0.00

0.00 .

0.00
0.00
0.00
0.00
235,522.37
242.588.04
248,865.68
257,361.65
265,082.50

273,034.98

INTEREST
PART

81,000.00 -
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
73,934.33
66,656.69
§9,160.72
51,439.87

43,487.39

through 20) and10 annual principalfinterest payments {estimated)

BALLANCE
OWED

2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,464,477 63
2,221,889.59
1,972,023.91
1,714,662.26
1,449,579,76
1,176,544.78




DATE

6/1/2033
6/1/2034
6/1/2035
6/1/2036

PAYMENT
AMOUNT

316,522 .37
316,622.37
316,522.37
316,622.35

PRINCIPAL
PART

281,226.03
289,662.81
208,352.68
307,303.25

INTEREST
PART

35,208.34
26,859.56
18,169.68

9,219.85

BALANCE
OWED

895,318.75
605,655.94
307,303.25

0.00




EXHIBIT C

FORM OF NOTE
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HATBORO BOROUGH

$2,700.000

BOROUGH REVENUE NOTE

Dated:

KNOW ALL PERSONS BY THESE PRESENTS, that the HATBORO
BOROUGH, County of Montgomery, Commonwealth of Pennsylvania, a duly formed
borough existing by and under the laws of said Commonwealth (the “Boreugh”), for
value received, hereby acknowledges itself indebted and promises to pay to
HATBORO BOROUGH AUTHORITY, or registered assigns (the "Payee"), the
principal sum of TWO MILLION SEVEN HUNDRED THOUSAND DOLLARS
($2,700,000), plus interest as provided herein. The principal sum shall be advanced to
the Borough from time to time upon the Borough's request in accordance with the
Loan and Security Agreement of even date herewith between the Borough and
Payee (the “Loan Agreement”).

Interest on this Note shall initially be payable annually on each June 1
commencing June 1, 2017, as follows:

(i} For the pericd from the date hereof until May 31, 2026, interest shall be
calculated at an initial fixed rate of Three Percent (3.0%) per annum. Interest
payments for the first ten years shall be payable hereunder in accordance with the
schedule attached hereto and incorporated herein as Schedule A (which shall be
adjusted on each Change Date (defined below) to reflect the then applicable interest
rate; and

(i) For the period from June 1, 2028, through June 1, 2036 (the “Maturity
Date"), the rate shall reset being June 1, 2026 (the “Change Date").

The interest rate will be adjusted on the Change Date pursuant to the following:

(1) The interest rate shall be adjusted on the Change Date to a fixed rate
equal to 1.53% above the then current Bloomberg 10 Year Municipal
Bond Yield.

(i) ~ The Payee willl adjust the interest rate on the Change Date. Regardless
of the then applicable rate, the interest rate shall never be below 3.0%.
The change in interest rate is effective on the Change Date, whether or
not the Payee gives Borough notice of the change.




(ili)  The “Bloomberg 10 Year Municipal Bond Yield" is the Rate in effect on
the Change Date as set forth or published at
http/fwww.bloemberd. com/tunte/BVMB 10Y:IND, in which period base
rates will be rounded to 2 decimal places with .004 being rounded down
and .005 being rounded up.

(iv)  The spread as identified in the Note may not be changed during the life
of the loan without the written agreement of the Payee.

(v)  The interest rate adjustment period may not be changed without the
written consent of the Payee.

Interest shall be computed on the basis of a 360-day year of twelve 30-day
months on the principal amount cutstanding from time to time. -

Principal shall be payable hereunder beginning on June 1, 2028, All
payments from the date hereof through June 1, 2026 shall be interest only.
Beginning June 1, 2027, payments shall be calculated utillzing the then applicable
interest rate so that equal payments of principal and interest are made on an annual
basis from June 1, 2027 through June 1, 2036. On June 1, 2026, Payee shall
provide Borough with an amortization schedule showing the anticipated payments
(which include interest and principal) due after the interest-only payment on June 1,
2026 through June 1, 2038.

In the event the Borough's credit rating as issued by Standard & Poor’s Ratings
Services, a business division of The McGraw-Hill Companies, Inc., or its successor,
declines to a rating that is equal to BBB+, then the interest rate will increase by one-
quarter of one percent (0.25%), and shall continue to increase by one-guarter of one
percent (0.25%) for each rating decline, not to exceed an increase of more than one-
half of one percent (0.50%).

Both principal and interest are payable in immediately available funds in such
coin or currency as at the respective dates of payment thereof shall be legal tender for
the payment of public and private debts, by wire transfer, check or draft payable, to such
location or account as designated in writing by Payee at least five (5) Business Days
before the payment date. A final payment of principal and interest, if not sooner paid,
shall be due and payable on the Maturity Date.

Borough hereby agrees to make all payments when due, as set forth herein, to
Payee at 414 S. York Road, Hatbore, Pennsylvania 19040, If any due date, shall fall on
a Saturday, Sunday or legal holiday, then the Borough the due date shall be the first
{1st) Business Day (as hersafter defined) Immediately following any such due date until
this Note shall be paid in full. As used herein, the term “Business Day” shall mean any
day except a Saturday, Sunday or other day on which that commercial banks are
required or permitted to close in the Commonwsalth of Pennsylvania.




In the event any of the aforesald payments of principal and interest in whole or in
part are fifteen (15) days beyond their due date, Borough shall pay Payee a "late
charge” of equal to $500.00 or five percent (5.00%) of the amount due on the due date,
whichever is less, to cover the extra expense involved In handling delinquent payments.

Any payments not made as and when due shall bear interest from the date due
until paid at the Default Rate, in Purchaset's discretion. “Default Rate” means a rate
equal to the lesser of (a) the rate of interest provided under this plus two percent (2%)
per annum or (b) the highest rate of interest allowed by law. In addition, If the Borough
shall fail to pay or cause to be paid any sum required to be paid under the terms of this
Note, or if Borough shall fail to perform or cause to be performed any other provision
hereof, then the balance of the debt evidenced by this Note, with all arrearages of
interest thereon, shall, at the option of Payee, become due and payable immediately
without notice to Borough, and execution or suit may issue immediately for the
collection of the same, together with the costs of suit and attorneys' fees.

It is hereby recited that this Note is authorized to be issued in accordance with
the Municipalities Authorities Act, 53 Pa.C.8.A Sections 5601 ef seq. (the "Acf"), the
Borough Code, 8 Pa.C.8.A. Sections 101 ef seq. (the "Borough Codeg"), the Loan
Agreement, and pursuant to an Ordinance of the Borough Council of the Borough of
Hatboro duly adopted on August 15, 2016 (the “Ordinance”), the terms of which Act,
Borough Code, Loan Agreement and Ordinance are specifically incorporated herein by
reference, and the terms of which the Payee accepts, which authorized the issuance
of the Note. Capitalized terms used in this Note but not defined herein shall have the
meanings ascribed to them in the Loan Agreement.

It is hereby certified that all acts, conditions and things required to be or be done,
happen, and be performed precedent to and in the issuance of this Note have been
done, happened, and been performed in regular and due form and manner as

required by law.

It is hereby further cerlified that the Borough has effectively covenanted to
periodically pay or cause to be paid the principal and interest thereon at the dates and
places and in the manner stated herein, according to the true intent and meaning

hereof.

The obligations of the Borough under this Note are secured by the Loan
Agreement and the Recelpts and Revenues pledged thereunder.

This Note may be prepaid in whole or in part at any time at the option of the
Borough, upon notice to the Payee, at par plus accrued interest fo the date of
redemption without premium or penalty, as provided in the Loan Agreement.

This Note is transferable by the Payee upon written notice to the Borough. The
Borough may deem and treat the Payee, or any other Person, from time to time, in
whose name this Note shall be registered as the absolute owner hereof for the purpose




of receiving payment hereof and of interest due hereon, and for all other purposes,
whether or not this Note shall be overdue. The Borough shall not be affected by any
notice to the contrary. Notwithstanding the foregoing, the Payee intends to hold this
Note for its own account with no intention of re-sale.

The Borough shall be in default hereunder upon the occurrence of any of the
following events:

(a)  The nonpayment when due of any amount payable hereunder; or

(b} The failure of the Borough to observe or perform any cbligation to
be performed by it hereunder, under the Loan Agreement and/or under any other
documents or agreement executed by the Borough in connection herewith, and the
failure of the Borough to cure such event after any applicable cure period,

Whenever the Borough shall be in default for any of the reasons as set forth
hereinabove, and, if applicable, the cure period after notice has expired without cure
being accomplished (unless the Payee eiects otherwise), the entire unpaid balance of
principal and accrued but unpald interest shail become immediately due and payable
without notice or demand on the Borough.

No recourse shall be had for the payment of the principal of, or interest on this
Note, or for any claim based hereon or on the Ordinance against any member,
officer, director or employee past, present or future of the Borough or of any successor
body, as such, either directly or through the Borough or any such successor body, under
any constitutional provision, statute or rule of law or by the enforcement of any
assessment or by any legal or equitable proceeding or otherwise, and all such liability of
such members, officers, directors or employees is released as a condition of and as
consideration for the issuance of this Note.

NEITHER THE CREDIT NOR THE TAXING POWER OF THE COUNTY OF
MONTGOMERY, OR OF THE COMMONWEALTH OF PENNSYLVANIA, OR OF ANY
POLITICAL SUBDIVISON THEREOF, EXCEPT THAT OF HATBORO BOROUGH, IS
PLEDGED FOR THE PAYMENT OF THE PRINCIPAL, PREMIUM, IF ANY, OR
INTEREST ON THIS NOTE; NOR SHALL THIS NOTE BE DEEMED AN OBLIGATION
OF THE COUNTY OF MONTGOMERY OR OF THE COMMONWEALTH OF
PENNSYLVANIA. THE ABILITY OF THE BOROUGH HEREUNDER SHALL BE
LIMITED SOLELY TO THE REVENUES AS PROVIDED IN THE AGREEMENT AND
THE LIEN OF ANY JUDGMENT SHALL BE RESTRICTED AS REFERED TO
THEREIN.




IN WITNESS WHEREOF, the Borough has caused this Note to be properly

executed by the proper officers of the Borough as of the day of
, 2016.
BOROUGH OF HATBORO
Attest: By:
Secretary President

{SEAL}




SCHEDULE A

HATBORO EOROUGH

AMORTIZATION SCHEDULE

$2,700,000 at 3.0% interest (year 1 through 10, interest reset at end of year 10)
With 10 annual interest onlty payments (actual years 1 through 10, estimated year 11

DATE

6/1/2017
8/1/2018
6/1/2019
6/1/2020
6/1/2021

6/1/2022
6/1/2023
6/1/2024
6/1/2025
6/1/2026
6/1/2027
6/1/2028
B6/1/2029
6/1/2030
6/1/2031

6/1/2032

PAYMENT
AMOUNT

81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
316,522.37
316,522.37
316,522,37
316,522.37
316,522.37

316,622.37

PRINCIPAL
PART

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
235,522.37
242 588.04
249,865.68
257,361.65
265,082.50

273,034.98

INTEREST
PART

81,000.00 -
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000.00
81,000,00
81,000.00
73,934.33
66,656.69
59,160.72
51,439.87

43,487.39

through 20} and10 annual principalfinterest payments (estimated)

BALANCE
OWED

2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,700,000.00
2,464,477 63
2,221,889.59
1,972,023.91
1,714,662.26
1,449,579.76

1,176,544.78




DATE

6/1/2033
6/1/2034
6/1/2035

6/1/2036

PAYMENT
AMOUNT

316,522.37
316,522.37
316,522,37

316,622.35

PRINCIPAL
PART

281,226.03
289,662.81
208,352.69

307,303.25

INTEREST
PART

35,296,34
26,859.56
18,160.68

9,219.85

BALANCE
OWED

895,318.75
805,665.94
307,303.25

0.00




EXHIBIT D

BOROUGH OF HATBORO, PENNSYLVANIA

COMPLIANCE POLICIES AND PROCEDURES
FOR TAX-EXEMPT BONDS

1. Purpose. The purpose of these compliance policies and procedures
(“Compliance Policy”) is to ensure compliance with (a) requirements of the Internal
Revenue Code of 1986, as amended (the “Code™), that must be satisfied to maintain the tax-
exempt status of any tax-exempt notes or bonds (“bonds”) issued by the Borough of Hatboro,
Pennsylvania (the “Issuer™), and (b) requirements of the Securities and Exchange
Commission (the “SEC”) and the Municipal Securities Rulemaking Board (the “MSRB™)
under SEC Rule 15¢2-12 (the “Rule”) regarding secondary market disclosure filings relating
to the Issuer’s bonds. In connection with the issuance of each series of bonds, the Issner may
also execute a tax certificate, a continuing disclosure agreement and other documentation as
advised by bond, disclosure or tax counsel (collectively, the “Issuance Decumentation™)
which will require it to take certain actions with respect to the requirements under the Code
and the Rule for such bonds,

2. Responsibility for Monitering Complinnee. The Borough Council of the Issuer
(the “Governing Body”) has the overall, final responsibility for monitoring ongoing
compliance with the requirements of the Code, the Rule, this Compliance Pelicy and the
Issuance Documentation. The Governing Body assigns to the Borough Manager (the
“Compliance Officer”) the primary operating responsibility to monitor such compliance, The
Compliance Officer may delegate aspects of such responsibility to other employees or
contractors of the Issuer, but shall retain overall responsibility for ensuring compliance and
coordinating compliance when more than one individual or contractor is given responsibility.
The Compliance Officer shall update Exhibit_A hereto to the extent that any such
responsibility is delegated,

This Compliance Policy shall be wsed in comjunction with the Issuance
Documentation, This Compliance Policy is not a substitute for the specific compliance
requivements related to each bond issue contained in the applicable Issuance
Documentation, and the Compliance Officer shall review the Issuance Documentation in
connection with each bond issue and comsult with appropriate counmsel and other
prafessionals as to monitoring ongoing compliance with such requirements.

3. Arbilrape Yield Restriction and Rebate Regquirements. The Compliance
Officer shall maintain or cause to be maintained records of:

a) purchases and sales of investments made with proceeds of
bonds (including amounts treated as “gross proceeds” of bonds under section 148 of
the Code), any documentation required to establish the fair market value of
investments upon purchase and receipts of earnings on those investments;
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b) expenditures made with proceeds of bonds (including
investment earnings on bond proceeds) for the governmental purposes of the bonds,
such as for the costs of purchasing, constructing and/or renovating property and
facilities;

¢) calculations that will be sufficient to demonstrate that the
expenditure of proceeds has complied with an available spending exception to the
arbitrage rebate requirement in respect of that bond issue;

d) calculations that will be sufficient to demonstrate that the
rebate amount, if any, that was payable to the United States of America in respect of
invesiments made with gross proceeds of that bond issue and records showing that
such rebate amount, if any, was paid and a Form 8038-T filed with the Internal
Revenue Service (“IRS™) on a timely basis;

€) information and records showing that investments held in
yield-restricted advance refunding or defessance escrows for refunded bonds,
investments made with unspent bond proceeds after the expiration of the applicable
temporary period and any other bond proceeds subject to yield restriction were not
invested in higher-yielding investments; and

) such other information and records as required by the
Issuance Documentation,

4, Restrictions on Private Business tse and Private Louns. The Corpliance
Officer shall enforce the restrictions on private business use that apply to land, buildings,
facilities and equipment (“property”) which are financed with proceeds of bonds, and of the
restriction on the use of proceeds of bonds to make or finance any loan to any person other
than a state or local government unit, including;

a) under section 141 of the Code, no more than generally 10% of
the proceeds (5% in certain cases) of any bond issue (including the property financed
with the bonds) may be used for private business use, and no mote than the lesser of
§5,000,000 or 5% of the proceeds of a bond issue may be used to make or finance a
lean to any person other than a siate or local government unit;

b) “private business use” means use by any person other than a
state or local government unit, including business corporations, partnerships, limited
liability companies, associations, nonprofit corporations, natural persons engaged in
trade or business activity, and the United States of America and any federal agency,
as a result of ownership of the property or use of the property under a lease,
management or service contract {except for certain “qualified” management or
service contracts), output contract for the purchase of electricity or water, privately
sponsored research contract (except for certain “qualified” research contracts),
“naming rights” contract, “public-private partnership” arrangement, or any similar
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use atrangement that provides special legal entitlements for the use of the bond-
financed property; private business use starts on the first date on which the Issuer
enters info a binding contract with a nongovernmental person for use of the financed
property which is not subject to any material contingencies;

c) before entering into any use arrangement with a
nongovernmental person (which includes the United States of America) that involves
the use of bond-financed property, the Compliance Officer will evaluate whether that
use arrangement, if put into effect, will be consistent with the restrictions on private
business use of the bond-financed property,

d) in connection with the evaluation of any proposed
nongovernmental use attangement under paragraph (c), the Compliance Officer shall
determine whether to engage nationally recognized bond ceunsel o abtain advice on
whether that use arrangement, if put info effect, will be consistent with the restrictions
on private business use of the bond-financed property, and, if not, whether any
“remedial action” permitted under section 141 of the Code may be taken as a means
of enabling that use arrangement to be put into effect without adversely affecting the
tax-exempt status of any bonds; and

e) records shall be maintained of such nongovernmental uses, if
any, of bond-financed property, including copies of the pertinent leases, contracts or
other documentation, and the related determination that  those
nongovernmental  uses  are not inconsistent with the status of the bonds that
financed the property, including any advice received from bond counsel and any
remedial actions taken,

5. secondary Market Discloswre. The Compliance Officer shall be responsible
for the filing of annual reports and notices of material events as required by the Rule and the
Issuer’s continuing disclosure agreements, Such filings shall be made by the Compliance
Officer using the MSRB’s electronic filing system (currently referred to as the Elecironic
Municipal Market Access system or EMMA) in accordance with the applicable continuing
disclosure agreement. The Compliance Officer shall retain copies of each filing together
with a receipt of filing or other acknowledgement from the MSRB.

6. Records to be Maintained for Bonds, It is the policy of the Issuer that, unless
otherwise permitted by future IRS regulations or other guidance, written records (which may
be in electronic form) will be maintained with respect to each issue of bonds for as long as
those bonds remain oufstanding plus six (6) years. For this purpose, bonds include refunding
bonds that refinance the property that was financed by the original bonds.

The records to be maintained are to include:

R the official Transcript of Proceedings (including the Issuance
Docurnentation) for the original issuance of the bonds;
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2. the records showing compliance with the requirements of paragraph 3
above;

3, the records described in paragraph 4(e) above; and
4, the filings described in paragraph 5 above,

The basic purpose of the foregoing record retention policy is to enable the Issuer (a)

to readily demonstrate to the IRS upon an audit of any bond issue that the Issuyer has
complied with all applicable requirements that it must satisfy afler the issue date of the bonds
under the Code and (b) to demonstrate compliance with the Rule.

7. Remedia] Action.

a) Internal Revenue Code, If the applicable requirements of the
Code have been violated with respect to any issue of bonds, the Compliance Officer,
after consultation with bond counsel, shall determine whether any remedial actions
available under the Code or through the IRS are required to maintain the tax-exempt
status of any bonds and recommend such remedial action to the Governing Body, If
the Compliance Officer, after consultation with bond counsel, determines that no such
remedial actions are required, he or she shall report on the violation to the Governing
Body.

b) Available Remedies for Code Viclations. Currently available
remedies for certain violations of the federal tax laws include:

1. For vioiations of the restrictions on private business use, Treasury
Regulations Section 1,141-12 sets forth certain remedial actions which can be taken
following a deliberate action which causes private business use, including redemption
of bonds, alternative use of proceeds and alternative use of financed facilities, all
subject to the various conditions set forth in such regulations, Certain remedies must
be taken by the date of the dehberate action or shortly thereafter (within 90 days, for
examp]e for redemptions), A deliberate action oceurs on the first date on which the
issuer enters into & binding contract with a nongovernmental person for use of the
financed property which is not subject to any material contingencies.

2., The IRS has a voluntary closing agreement program for tax-exempt
debt and other tfax-advantaged debt (*TEB VCAP”) which allows issuers to
voluntarily resolve violations of the Code or applicable regulations through closing
agreements with the IRS. TEB VCAP is not available when: (a) absent extraordinary
circumstances, the violation can be remediated under existing remedial action
provisions or other fax-exempt bond closing agreement programs; (b) the issue is
under examination; (c) the tax-exempt status or tax-advantaged status of the debt is at
issue in any court proceeding or is being considered by the IRS Office of Appeals; or
(d) the IRS determines that the violation was due to willful neglect,
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3. For certain violations of the rebate and arbitrage rules, an issuer can
pay & penalty under Treasury Regulations Section 1.148-3(h) or make yield reduction
payments under Treasury Regulations Section 1.148-5(c),

¢) Secondary Market Disclosure. If any required filings described
in paragraph 5 or any of the Issuance Documentation have not been timely made or
are ineccurate or incomplete, the Compliance Officer shall determine if and to what
extent remedial action is required and recommend such remedial action to the

Governing Body.
8. Anmnugl Review. The Compliance Officer shall complete an annual review

by December 31 of each year in order to confirm that the requirements of paragraphs 3, 4
and 5 hercof have been met for the preceding year and whether any violations of the
applicable federal tax law have been determined for any issue of bonds. In the case of failure
to follow this Compliance Policy, the Compliance Officer shall review such failure with the
appropriate employees or contractor and determine appropriate action to ensure fufure
compliance, In the case of & violation of the applicable federal tax law or of the requirements
of paragraph 5 hereof, the Compliance Officer shall review the appropriate remedial actions
as described above.

g, Bond Comnsel/Training. Based on his or her experience, the Compliance
Officer, upon assuming such role, shall determine whether he or she needs to attend fraining
in order to perform the duties hereunder. The Compliance Officer shall also determine the
same for any employee who has been delegated responsibility under this policy, and shall
arrange for the appropriate training in each case. The Compliance Officer may also consult
with bond counsel, request to attend such other training program (for him or herself or
another employee) or abtain such training materials as are reasonably required in order to
permit the Compliance Officer or any delegate to perform his or her duties hereunder,

Date Compliance Policy Adopted by Governing Body:
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Exhibit A

Delegation of Compliance

Speeilic Responsibility Delepated  Person io whom Responsibility Delegaied  Date
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CERTIFICATE OF SECRETARY

The undersigned, Secretary of the Borough of Hatboro, HEREBY CERTIFIES that:

The foregoing Ordinance authorizing the issuance of General Obligation Note, Seties
of 2016 of the Borough was duly moved and seconded and enacted by a majority vote of all
the Borouygh Council of said Borough at a duly called and convened meeting of said Council
held on AUGUST 15 2042 ; that public notice of said meeting was given as required by

law; and that the roll of the Borough Council was called and such members voted or were
absent as follows:

Name Ygte
Bill Tompkins, President ié
Dave Rich, Vice President \[ éé
Robert Hegele, Sr., Pro-Tem Wﬂﬂ—
George Forgeng Y_&i
Thomas Harbaugh, Sr. \lf_;fat
Martyn Palmer \lé
Theresa McElroy \{%-?_

and that such Ordinance and the votes thereon have been duly recorded in the minutes.

P F
WITNESS my hand and seal of the Borough this |5 day of ‘Ajl{\%@tw__ﬁ

Wwi’&ﬁﬁw

Alfred éfzﬁllersﬁi'.crrough Manager

2016.

(BOROUGH SEAL)
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