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PRELIMINARY OFFICIAL STATEMENT DATED MARCH 30, 2011

NEW ISSUE SERIAL BONDS
Book-Entry-Only Ratings: Moody’s “

(see “Credit Rating” herein)

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the Township, under existing statutes and court
decisions, and assuming compliance with certain tax covenants described herein, (i) interest on the Bonds is excluded from gross
income for federal income tax purposes pursuant to Section 103 of the Internal Revenue Code of 1986, as amended (the “Code”’)
and (1) interest on the Bonds is not treated as a preference item in calculating the alternative minimum tax that may be imposed
on individuals and corporations under the Code; such interest, however, is included in the adjusted current earnings of certain
corporations for the purpose of calculating the alternative minimum tax imposed on such corporations. In addition, in the opinion
of Bond Counsel to the Township, under existing statutes, interest on the Bonds is not included in gross income under the New
Jersey Gross Income Tax Act. See “Tax Matters” herein for a description of certain other provisions of the Code that may affect
the tax treatment of interest on the Bonds for certain bondholders.

$4,627,000
THE TOWNSHIP OF SPARTA,
IN THE COUNTY OF SUSSEX, NEW JERSEY

consisting of

$2,317,000 SEWER BONDS OF 2011
$2,310,000 WATER BONDS OF 2011

Dated: Date of Delivery Due: April 1, as shown below

The $2,317,000 Sewer Bonds of 2011 and the $2,310,000 Water Bonds of 2011 (collectively, the “Bonds”) of the
Township of Sparta, in the County of Sussex, New Jersey (the “Township”) will be issued in book-entry-only form with no
physical distribution of bond certificates. The Bonds will be issued in registered form and bond certificates for each maturity of
each series will be issued to The Depository Trust Company, New York, New York (“DTC”), registered in the name of its
nominee, Cede & Co.

Interest on the Bonds will be payable semiannually on April 1 and October 1 in each year until maturity or earlier
redemption, commencing October 1, 2011. Principal or redemption price, if any, of and interest on the Bonds will be paid to DTC
by the Township. Interest on the Bonds will be credited to the participants of DTC as listed on the records of DTC as of each next
preceding March 15 and September 15 (the “Record Dates” for the payment of interest on the Bonds).

The Bonds shall be subject to redemption prior to their stated maturities as described herein (see “Description of the
Bonds - Redemption” herein).

The Bonds are valid and legally binding obligations of the Township and, unless paid from other sources, are payable
from ad valorem taxes levied upon all the taxable real property within the Township without limitation as to rate or amount.

COMBINED MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES AND YIELDS OR PRICES

‘Principal Interest Price or Principal Interest Price or

Year Amount Rate Yield Year Amount Rate Yield
2012 $262,000 2020 $330,000

2013 265,000 2021 335,000

2014 275,000 2022 335,000

2015 280,000 2023 335,000

2016 290,000 2024 335,000

2017 300,000 2025 335,000

2018 310,000 2026 320,000

2019 320,000

The Bonds are offered when, as and if issued and delivered to the Underwriter, subject to prior sale, to withdrawal or
modification of the offer without notice and to approval of legality by the law firm of Hawkins Delafield & Wood LLP, Newark,
New Jersey and certain other conditions described herein. Delivery of the Bonds is anticipated to take place on or about
April 28, 2011.

Dated: April , 2011
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No dealer, broker, salesperson or other person has been authorized by the Township to give any
information or to make any representations, other than those contained in this Official Statement, and if
given or made, such other information or representations must not be relied upon as having been
authorized by the Township. This Official Statement does not constitute an offer to sell or the solicitation
of an offer to buy, nor shall there be any sale of the Bonds by any person in any jurisdiction in which it is
unlawful for such person to make such offer, solicitation or sale. The information and expressions of
opinion herein are subject to change without notice, and neither the delivery of this Official Statement nor
any sale made hereunder shall, under any circumstances, create any implication that there has been no
change in the affairs of the Township since the date hereof.

The information which is set forth herein has been provided by the Township and by other
sources, but the information provided by such other sources is not guaranteed as to accuracy or
completeness by the Township. References in this Official Statement to the State of New Jersey statutes,
laws, rules, regulations, resolutions, agreements, reports and documents do not purport to be
comprehensive or definitive. All references to such documents are qualified in their entirety by reference
to the particular document, the full text of which may contain qualifications of or exceptions to statements
made herein. Copies of such above-mentioned documents may be inspected at the offices of the
Township during normal business hours. This Official Statement is submitted in connection with the sale
of the Bonds referred to herein and may not be reproduced or used, in whole or in part, for any other
purpose.

The order and the placement of materials in this Official Statement, including the appendices, are
not deemed to be a determination of relevance, materiality or importance, and this Official Statement,
including the appendices, must be considered in its entirety.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER
MAY OVER-ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN
THE MARKET PRICE OF THE BONDS AT LEVELS ABOVE THOSE WHICH MIGHT
OTHERWISE PREVAIL IN THE OPEN MARKET, SUCH STABILIZING, IF COMMENCED,
MAY BE DISCONTINUED AT ANY TIME.
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OFFICIAL STATEMENT
RELATING TO

$4,627,000
THE TOWNSHIP OF SPARTA,
IN THE COUNTY OF SUSSEX, NEW JERSEY

consisting of

$2,317,000 SEWER BONDS OF 2011
$2,310,000 WATER BONDS OF 2011

INTRODUCTION

This Official Statement (the “Official Statement”), which includes the cover page hereof and the
appendices hereto, has been prepared by the Township of Sparta, in the County of Sussex (the
“Township”), in the State of New Jersey (the “State”) and provides certain information regarding the
financial and economic condition of the Township in connection with the sale of the Township’s
$4,627,000 bonds, consisting of $2,317,000 Sewer Bonds of 2011 and $2,310,000 Water Bonds of 2011
(collectively, the “Bonds”). This Official Statement has been executed by and on behalf of the Township
by the Chief Financial Officer and its distribution and use in connection with the sale of the Bonds has
been authorized by the Township.

This Official Statement contains specific information relating to the Bonds including their general
description, certain legal matters, historical financial information and other information pertinent to this
issue. This Official Statement should be read in its entirety.

All financial and other information presented herein has been provided by the Township from its
records, except for information expressly attributed to other sources. The presentation of information is
intended to show recent historic information and, but only to the extent specifically provided herein,
certain projections into the immediate future and is not necessarily indicative of future or continuing
trends in the financial position of the Township.

DESCRIPTION OF THE BONDS

The following is a summary of certain provisions of the Bonds. Reference is made to the Bonds
themselves for the complete text thereof, and the discussion herein is qualified in its entirety by such
reference.

Terms and Interest Payment Dates

The Bonds will be dated the date of delivery thereof. The Bonds will bear interest at the interest
rates per annum stated on the cover page hereof, payable April 1 and October 1 of each year until
maturity or earlier redemption, commencing October 1, 2011 (each, an “Interest Payment Date”). The
Bonds will mature on April 1 in the years and in the principal amounts set forth below.



Year Sewer Bonds Water Bonds

2012 $107,000 $155,000
2013 110,000 155,000
2014 120,000 155,000
2015 125,000 155,000
2016 135,000 155,000
2017 145,000 155,000
2018 155,000 155,000
2019 165,000 © 155,000
2020 175,000 155,000
2021 180,000 155,000
2022 180,000 155,000
2023 180,000 155,000
2024 180,000 155,000
2025 180,000 155,000
2026 180,000 140,000

Denominations and Place of Payment

The Bonds will be issued by means of a book-entry system with no physical distribution of bond
certificates. The Bonds will be issued in registered form and bond certificates for each maturity of each
series will be issued to The Depository Trust Company, New York, New York (“DTC”), and registered in
the name of its nominee, Cede & Co. (see the subcaption “Book-Entry System” below). Principal of and
interest on the Bonds will be paid by the Township, or its designee, in its capacity as paying agent (the
“Paying Agent”) to the registered owners of the Bonds as of each March 15 and September 15 (whether
or not a business day) immediately preceding the respective Interest Payment Dates (the “Record Dates™).
So long as DTC or its nominee is the registered owner of the Bonds, payments of the principal of and
interest on the Bonds will be made by the Paying Agent directly to DTC or its nominee, which will in turn
remit such payments to DTC participants, which will in turn remit such payments to the beneficial owners
of the Bonds. See the subcaption “Book-Entry System” below. Purchases of the Bonds will be made in
book-entry form, in the denomination of $5,000 each or integral multiples of $1,000 in excess thereof.
Purchasers will not receive certificates representing their beneficial ownership interests in Bonds
purchased, but each book-entry owner will receive a credit balance on the books of its nominee, and this
credit balance is expected to be confirmed by an initial transaction statement stating the details of the
Bonds purchased. So long as Cede & Co. is the registered owners of the Bonds, as nominee of DTC,
references herein (except under the captions “Tax Matters” and “Secondary Market Disclosure™) to the
registered owners shall mean Cede & Co. and shall not mean the beneficial owners of the Bonds. See the
subcaption “Book-Entry System” below.

Redemption
Optional Redemption

The Bonds maturing of each series prior to April 1, 2022 are not subject to redemption at the
option of the Township prior to their stated maturities. The Bonds of each series maturing on or after
April 1, 2022 are redeemable at the option of the Township in whole or in part on any date, in any order
of maturity and by lot within a single maturity, on or after April 1, 2021, at a redemption price equal to
one hundred percent (100%) of the principal amount being redeemed, plus in each case accrued interest to
the date fixed for redemption.



Notice of Redemption

Notice of redemption shall be given by first-class mail, postage prepaid, to the registered owners
of the Bonds or portions thereof to be redeemed, not less than thirty (30) days nor more than sixty (60)
days prior to the redemption date, but such mailing shall not be a condition precedent to such redemption
and failure so to mail any such notice shall not affect the validity of any proceedings for the redemption
of Bonds. If notice of redemption shall have been given as aforesaid, the Bonds or portions thereof
specified in said notice shall become due and payable at the redemption price on the redemption date
therein designated and if, on the redemption date, moneys for payment of the redemption price of all the
Bonds to be redeemed, together with the interest to the redemption date, shall be available for such
payment on said date, then from and after the redemption date interest on such Bonds shall cease to
accrue and become payable. Less than all of a Bond in a denomination in excess of $5,000 may be so
redeemed, and in such case, upon the surrender of such Bond, there shall be issued to the registered owner
thereof, without charge therefor, for the unredeemed balance of the principal amount of such Bond, Bonds
of like series, designation, maturity and interest rate in any of the authorized denominations. So long as
DTC (or any successor thereto) acts as securities depository for the Bonds, notice of redemption shall be
sent to such securities depository and shall not be sent to the beneficial owners of the Bonds. Any fatlure
of such depository to advise any of its participants or any failure of any participant to notify any
beneficial owner of any notice of redemption shall not affect the validity of the redemption proceedings.
If the Township determines to redeem a portion of the Bonds of a series prior to maturity, the Bonds to be
redeemed shall be selected by the Township; the Bonds to be redeemed having the same maturity shall be
selected by DTC in accordance with its regulations.

Book-Entry System

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully registered
securities registered in the name of Cede & Co. (DTC's partnership nominee). One fully registered Bond
certificate will be issued for each year of maturity of the Bonds of each series, in the aggregate principal
amount of each such maturity, and will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York
Uniform Commercial Code and a “clearing agency” registered pursuant to the provisions of Section 17A
of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million
issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market
instruments from over 100 countries that DTC’s participants (“Direct Participants”) deposit with DTC.
DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities
transactions in deposited securities, through electronic computerized book-entry transfers and pledges
between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks,
trust companies, clearing corporations and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which
are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard &
Poor’s highest rating: AAA. The DTC rules applicable to its Direct Participants and Indirect Participants



are on file with the Securities and Exchange Commission. More information about DTC can be found at
www.dtec.com or www.dte.org.

Purchases of Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC's records. The ownership interest of each actual
purchaser of each Bond (a “Beneficial Owner”) is in turn to be recorded on the Direct Participants® and
Indirect Participants' records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct Participant or Indirect
Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership
interests in the Bonds are to be accomplished by entries made on the books of Direct Participants and
Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive
certificates representing their ownership interests in the Bonds, except in the event that use of the book-
entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of Bonds with DTC and their registration
in the name of Cede & Co., or such other DTC nominee do not effect any change in beneficial ownership.
DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the
identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be
the Beneficial Owners. The Direct Participants and Indirect Participants will remain responsible for
keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

Redemption notices shall be sent to DTC. If less than all of the Bonds within a maturity are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
such maturity to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI procedures. Under its
usual procedures, DTC mails an omnibus proxy to the Township as soon as possible after the record date.
The omnibus proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose
accounts the Bonds are credited on the record date (identified in a listing attached to the omnibus proxy).

Principal, redemption price and interest payments on the Bonds will be made to Cede & Co., or
such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to
credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information
from the Township or the Paying Agent, on the payable date in accordance with their respective holdings
shown on DTC’s records. Payments by Direct Participants and Indirect Participants to Beneficial Owners
will be governed by standing instructions and customary practices, as is the case with securities held for
the accounts of customers in bearer form or registered in “street name”, and will be the responsibility of
such Direct Participant or Indirect Participant and not of DTC, the Paying Agent or the Township, subject
to any statutory or regulatory requirements as may be in effect from time to time. Payment of principal,
redemption price and interest payments to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of the Township or the Paying Agent,
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disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement
of such payments to the Beneficial Owners will be the responsibility of Direct Participants and Indirect
Participants.

DTC may discontinue providing its services as depository with respect to the Bonds at any time
by giving reasonable notice to the Township or the Paying Agent. Under such circumstances, in the event
that a successor securities depository is not obtained, bond certificates are required to be printed and
delivered.

The Township may decide to discontinue use of the system of book-entry transfers through DTC
(or a successor securities depository). In that event, bond certificates will be printed and delivered.

The information in this section concerning DTC and DTC's book-entry system has been obtained
from sources that the Township believes to be reliable, but the Township takes no responsibility for the
accuracy thereof.

Discontinuance of Book-Entry System

In the event that the book-entry system is discontinued and the Beneficial Owners become
registered owners of the Bonds, the following provisions shall apply: (i) the Bonds may be exchanged for
an equal aggregate principal amount of the Bonds in other authorized denominations and of the same
maturity, upon surrender thereof at the office of the Township/Paying Agent; (ii) the transfer of any
Bonds may be registered on the books maintained by the Township/Paying Agent for such purposes only
upon the surrender thereof to the Township/Paying Agent together with the duly executed assignment in
form satisfactory to the Township/Paying Agent; and (iii) for every exchange or registration of transfer of
Bonds, the Township/Paying Agent may make a charge sufficient to reimburse it for any tax or other
governmental charge required to be paid with respect to such exchange or registration of transfer of the
Bonds. Interest on the Bonds will be payable by check or draft, mailed on each Interest Payment Date to
the registered owners thereof as of the close of business on the Record Date next preceding an Interest
Payment Date.

AUTHORIZATION AND PURPOSE

The Bonds have been authorized and are to be issued pursuant to the laws of the State, including
the Local Bond Law, constituting Chapter 2 of Title 40A of the New Jersey Statutes, as amended
(NJ.S.A. §40A:2-1, et seq.) (the “Local Bond Law”). The Bonds are authorized by bond ordinances
adopted by the governing body of the Township and by a resolution adopted by the governing body of the
Township on February 22, 2011. Such bond ordinances were published in full, or in summary, after their
adoption along with a statement to the effect that the twenty-day period of limitation within which a suit,
action or proceeding questioning the validity of the accompanying bond ordinance can be commenced
began to run from the date of the first publication of such estoppel statement. The Local Bond Law
provides that after issuance all obligations shall be conclusively presumed to be fully authorized and
issued by all laws of the State, and any person shall be barred from questioning the sale, execution or
delivery of such obligations.



Ordinance

Number Purpose Notes to be Issued
999 Water system improvements $ 780,000
00-06 Water system improvements 990,000
01-18 Sewer system improvements 2,317,000
04-14 Water system improvements 540,000
$4,627,000

SECURITY AND SOURCE OF PAYMENT

The Bonds will be general obligations of the Township. All taxable real property within the
Township is subject to the levy of ad valorem taxes to pay the Bonds and the interest thereon, without
limitation as to rate or amount.

SUMMARY OF CERTAIN STATUTORY PROVISIONS RELATING
TO MUNICIPAL AND COUNTY DEBT AND FINANCIAL REGULATION

Set forth below is a summary of various statutory provisions and requirements relevant to the
Township’s debt and financial regulation and budget process. This summary does not purport to be
complete, and reference should be made to the statutes referred to for a complete statement of the
provisions thereof.

Legal Framework

The Local Bond Law (N.J.S.A. §40A:2-1, et seq.) (the “Local Bond Law”) governs the issuance
of bonds and notes to finance certain general municipal and utility capital expenditures. Among its
provisions are requirements that bonds must mature within the statutory period of usefulness of the
projects financed and that bonds be retired in serial installments. A five percent (5%) cash down payment
is generally required toward the financing of such projects. Generally, all bonds and notes issued by a
local unit are general full faith and credit obligations.

Debt Limit

The authorized bonded indebtedness of a local unit is limited by statute, subject to the exceptions
noted below, to an amount equal to three and one-half percent (3%2%), in the case of a municipality, and
two percent (2%), in the case of a county, of its average equalized valuation basis. The average equalized
valuation basis of a local unit is set by statute as the average for the last three (3) years of the equalized
value of all taxable real property and improvements and certain Class II railroad property within its
boundaries as annually determined by the State Board of Taxation.

Exceptions to Debt Limit - Extensions of Credit

Except for the funding of certain notes, the authorization of certain bonds for municipal utility
purposes, if the utilities are self-liquidating, and certain formula allowances, the debt limit of a local unit
may be exceeded only with the approval of the Local Finance Board, in the Division of Local
Government Services, Department of Community Affairs of the State (the “Local Finance Board”), a
State regulatory agency. If all or any part or a proposed debt authorization would exceed its debt limit, a
local unit must apply to the Local Finance Board for an extension of credit. If the Local Finance Board
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determines that a proposed debt authorization would not materially impair the credit of a local unit or
substantially reduce the ability of a local unit to meet its obligations or to provide essential public
improvements or services, or makes other statutory determinations, approval is granted.

Short-Term Financing

Pursuant to the Local Bond Law, a local unit may sell short-term notes to temporarily finance a
capital improvement or project in anticipation of the issuance of bonds, if the bond ordinance or
subsequent resolution so provides. Any such note is designated a “bond anticipation note”. Bond
anticipation notes for capital improvements may be issued in an aggregate amount not exceeding the
amount specified in the bond ordinance, as the same may be amended and supplemented, creating such
capital expenditure. Bond anticipation notes, which are full faith and credit obligations of the local unit,
may be issued for a period not exceeding one (1) year and may be renewed from time to time for a period
that does not exceed one (1) year. Such notes shall mature and be paid not later than the first day of the
fifth month following the close of the tenth fiscal year following the date of the original note, provided,
however, that no such notes shall be renewed beyond the third anniversary date of the original notes
unless an amount of such notes, at least equal to the first legally payable installment of the bonds in
anticipation of which these notes are issued, is paid and retired on or before each subsequent anniversary
date beyond which such notes are renewed from funds other than the proceeds of obligations.

Assessment Bonds

Assessment bonds may be issued pursuant to the Local Bond Law in annual serial installments
with the first principal payment due within two (2) years and the final principal payment due within
twenty (20) years of an issue’s date. No principal payment may be larger than a prior year’s principal
payment.

Refunding Bonds

Refunding bonds may be issued pursuant to the Local Bond Law for the purpose of paying,
funding or refunding outstanding bonds, including emergency appropriations, temporary emergency
appropriations, advance funding of pension obligations as part of an early retirement program offered by
the State, the actuarial liabilities of a non-State administered public employee pension system, amounts
owing to others for taxes levied and for paying the cost of issuance of refunding bonds. The Local
Finance Board must consent to the authorization for the issuance of refunding bonds and approve the
maturity schedule thereof; provided, however, that the issuance of refunding bonds to realize debt service
savings on outstanding obligations does not require Local Finance Board approval when authorized by
conditions set forth in rules and regulations of the Local Finance Board and upon a resolution adopted by
a two-thirds (%) vote of the full membership of the governing body of the local unit.

Tax Anticipation Notes

Tax anticipation notes may be issued pursuant to the Local Budget Law (as hereinafter defined).
The issuance of tax anticipation notes is limited in amount by law to collectively thirty percent (30%) of
the tax levy plus thirty percent (30%) of realized miscellaneous revenues of the next preceding fiscal year.
Tax anticipation notes must be paid in full within one hundred and twenty (120) days of the close of the
fiscal year in which they were issued.



School Debt Subject to Voter Approval

State law permits a school district upon approval of the voters, to authorize school district debt,
including debt in excess of its independent debt limit, by using the available borrowing capacity of the
municipality. If such debt is in excess of school district debt limit and the remaining borrowing capacity
of the municipality, the State Commissioner of Education and the Local Finance Board must approve the
proposed debt authorization before it is submitted to the voters.

The Local Budget Law

The foundation of the State local finance system is the annual cash basis budget. Under N.J.S.A.
§40A:4-1, et seq. (the “Local Budget Law”), every local unit must adopt an operating budget in the form
required by the Division of Local Government Services in the Department of Community Affairs of the
State (the “Division™). Certain items of revenue and appropriation are regulated by law and the proposed
budget cannot be finally adopted until it is certified by the Director of the Division (the “Director”), or in
the case of a local unit’s examination of its own budget, such budget cannot be finally adopted until a
local examination certificate has been approved by the chief financial officer and governing body of local
unit. The Local Budget Law requires each local unit to appropriate sufficient funds for the payment of
current debt service, and the Director or, in the case of local examination, the local unit may review the
adequacy of such appropriations. Among other restrictions, the Director must examine the budget with
reference to all estimates of revenue and the following appropriations: (a) payment of interest and debt
redemption charges, (b) deferred charges and statutory expenditures, (c) cash deficit of preceding year,
(d) reserve for uncollected taxes and (e) other reserves and nondisbursement items.  Anticipated tax
revenues are limited to the same proportion as actual cash collections or to the total levy in the previous
year, and the reserve amount must be factored into the budget to make up for the expected shortfall in
actual collections. Anticipated non-tax revenues are limited to the amount actually realized the previous
year unless the Director permits higher levels of anticipation should there be sufficient statutory or other
evidence to substantiate that such anticipation is reasonable.

The Director has no authority over individual operating appropriations, unless a specific amount
is required by law, but the budgetary review functions, focusing on anticipated revenues, serve to protect
the solvency of all local units.

The cash basis budgets of local units must be in balance (i.e., the total of anticipated revenues
must equal the total of appropriations) (N.J.S.A. §40A:4-22). If in any year a local unit’s expenditures
exceed its realized revenues for that year, then such excess (deficit) must be raised in the succeeding
year’s budget.

Each municipality is required to forward to the County Board of Taxation (the “County Board”) a
certified copy of its operating budget, as adopted, not later than April 10 of the then current fiscal year. In
the event that the County Board has not received a copy of the budget resolution or other evidence
showing the amount to be raised by taxation for the purposes of a taxing district, the Director shall
transmit to the County Board a certificate setting forth the amount required for the operation of the local
unit for that fiscal year. The operating budget of the preceding year shall constitute and limit the
appropriations for the then current year with suitable adjustments for debt service, other mandatory
charges and changes in revenues, but excluding the amount to be raised by taxes for school purposes
where required to be included in the municipal budget. The certificate shall be prepared by using the
revenues and appropriations appearing in the adopted budget of the preceding year with suitable
adjustments to include, without limitation: (a) any amounts required for principal and interest of
indebtedness falling due in the fiscal year and (b) any deferred charges, including a deficit, if any, or
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statutory expenditures required to be raised in the fiscal year. See the subcaption “Tax Assessment and
Collection Procedure” below.

Appropriations Not Required for Payments on Debt

It is not necessary to have an appropriation in order to release money for debt service on
obligations. N.J.S.A. §40A:4-57 states that “no officer, board, body or commission shall, during any
fiscal year, expend money (except to pay notes, bonds or interest thereon), incur any liability, or enter into
any contract which by its terms involves the expenditure of money for any purpose for which no
appropriation is provided, or in excess of the amount appropriated for such purpose” (emphasis added).

Appropriation Caps

Chapter 89 of the New Jersey Laws of 1990 extended and amended Chapter 203 of the New
Jersey Laws of 1986 and Chapter 68 of the New Jersey Laws of 1976 (N.J.S.A. §40A:4-45.3), commonly
referred to as the “CAP Law”. The CAP Law places limits on county tax levies and municipal
expenditures. This limitation is commonly referred to as a “CAP”. The actual calculation of the CAP is
somewhat complex and the actual CAP computations are prepared by the Division and distributed to each
municipality. In addition to the CAP increase in expenditures, other increases allowable include increases
funded by increased service fees, proceeds from the sale of municipal assets and increased expenditures
mandated by State and federal laws. Appropriations for items excluded from the CAP computation,
including debt service requirements, may be set at any necessary level and are not subject to the CAP.
The CAP may be exceeded if approved by referendum of the voters of the municipality.

In summary, in determining the CAP for each budget year, the prior year’s total general
appropriations are reduced by certain statutory-type appropriations with the resulting balance multiplied
by two and one-half percent (2.5%) or the cost-of-living adjustment (the rate of annual percentage
increase, rounded to the nearest half-percent, in the Implicit Price Deflator for State and Local
Government Purchases of Goods and Services, computed and published quarterly by the United States
Department of Commerce) (the “Cost-of-Living Adjustment”), whichever is less, thereby producing the
basic CAP, which then may be increased by certain known increases in revenues and State or federal
expenditures mandated after July 18, 1976. A municipality may, by the adoption of an ordinance, elect to
increase its final appropriations by a percentage rate up to, but not to exceed, three and one-half percent
(3.5%). A municipality may, by referendum, increase its final appropriations by a higher percentage rate.

The Cost-of-Living Adjustment applicable to year 2011 budgets is two percent (2%).
Property Tax Levy Cap

Chapter 44 of the Pamphlet Laws of 2010 imposed restrictions upon the allowable annual
increase in the tax levy. In general, starting with Fiscal 2011 budgets, municipalities will have their tax
levies limited to a two percent (2%) increase. The tax levy is subject to certain adjustments, including the
sum of new ratables. In addition, the following exclusions are added to the calculation of the adjusted tax
levy: increases in amounts required to be raised by taxation for capital expenditures, including debt
service as defined by law; increases in pension contributions and accrued liability for pension
contributions in excess of 2%; increases in health care costs equal to that portion of the actual increase in
total health care costs for the budget year that is in excess of 2% of the total health care costs in the prior
year, but is not in excess of the product of the total health care costs in the prior year and the average
percentage increase of the State Health Benefits Program, as annually determined by the Division of
Pensions and Benefits in the Department of the Treasury; and extraordinary costs incurred by a local unit
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directly related to a declared emergency, as defined by regulation promulgated by the Commissioner of
the Department of Community Affairs, in consultation with the Commissioner of Education, as
appropriate. The law also authorizes a municipality to submit public questions to the voters for approval
(by affirmative vote of at least fifty percent (50%)) to increase the amount to be raised by taxation by
more than the allowable adjusted tax levy.

Miscellaneous Revenues

A provision in the Local Budget Law (N.J.S.A. §40A:4-26) provides that: “[n]Jo miscellaneous
revenues from any source shall be included as an anticipated revenue in the budget in an amount in excess
of the amount actually realized in cash from the same source during the next preceding fiscal year, unless
the [Director] shall determine upon application by the governing body that the facts clearly warrant the
expectation that such excess amount will actually be realized in cash during the fiscal year and shall
certify such determination, in writing, to the local unit”.

In addition, budget amendments must be approved by the Director, except for federal and State
categorical grants-in-aid contracts may be realized for their face amount with an offsetting appropriation.
The fiscal years for such grants rarely coincide with the municipality’s calendar fiscal year. However,
grant revenue is generally not realized until received in cash.

Real Estate Taxes

The same general principle that revenue cannot be anticipated in a budget in excess of that
realized in the preceding year applies to property taxes. N.J.S.A. §40A:4-29, which governs the
anticipation of delinquent tax collections, provides that: “[tlhe maximum which may be anticipated is the
sum produced by the multiplication of the amount of delinquent taxes unpaid and owing to the local unit
on the first day of the current fiscal year by the percentage of collection of delinquent taxes for the year
immediately preceding the current fiscal year”.

N.J.S.A. §40A:4-41 provides, with regard to current taxes, that: “[r]eceipts from the collection of
taxes levied or to be levied in the municipality, or in the case of a county for general county purposes and
payable in the fiscal year shall be anticipated in an amount which is not in excess of the percentage of
taxes levied and payable during the next preceding fiscal year which was received in cash by the last day
of the preceding fiscal year”.

This provision and N.J.S.A. §40A:4-40 require that an additional amount, commonly known or
referred to as the “reserve for uncollected taxes”, be added to the tax levy required to balance the budget
so that when the percentage of the prior year’s tax collection is applied to the combined total, the product
will at least be equal to the tax levy required to balance the budget. The reserve requirement is calculated
as follows:

The levy required to balance the budget, divided by the prior year’s
percentage of current tax collection (or lesser percent) levied, will equal
the total taxes to be levied for the current fiscal year.

Chapter 99 of the Pamphlet Laws of 1997 of New Jersey authorizes any municipality to sell its

“total property tax levy” to the highest responsible bidder therefor in accordance with the procedures and
limitations set forth therein.
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Upon the filing of certified adopted budgets by (i) a local governmental unit, (ii) a local and/or a
regional school district, (iii) the county in which the local governmental unit is situated and (iv) any
special improvement districts within the local governmental unit, the current year’s tax rate is struck by a
county’s board of taxation based upon the amount of taxes required in each taxing district to fund the
respective budgets.

Emergency Appropriations/Deferral of Current Expenses

Emergency appropriations made under N.J.S.A. §40A:4-46, after the adoption of the budget and
the determination of the tax rate, may be authorized by a local unit. However, with minor exceptions set
forth below, such appropriations must be included in full in the following year’s budget. When such
appropriations exceed three percent (3%) of the adopted operating budget, consent of the Director must be
obtained.

The exceptions are certain enumerated quasi-capital projects (“special emergencies”) such as (i)
the repair and reconstruction of streets, roads or bridges damaged by snow, ice, frost or floods, which may
be amortized over three (3) years and (ii) the repair and reconstruction of streets, roads, bridges or other
public property damaged by flood or hurricane, where such expense was unforeseen at the time of budget
adoption, the repair and reconstruction of private property damaged by flood or hurricane, tax map
preparation, re-evaluation programs, revision and codification of ordinances, master plan preparations,
drainage map preparation for flood control purposes, studies and planning associated with the
construction and installation of sanitary sewers, authorized expenses of a consolidated commission,
contractually required severance liabilities resulting from the layoff or retirement of employees and the
preparation of sanitary and storm system maps, all of which projects set forth in this clause (ii) may be
amortized over five (5) years. N.J.S.A. §40A:4-53, -54, -55 and -55.1. Emergency appropriations for
capital projects may be financed through the adoption of a bond ordinance and amortized over the useful
life of the project.

Under the CAP Law, emergency appropriations aggregating less than three percent (3%) of the
previous year’s final current operating appropriations may be raised in the portion of the local unit’s
budget outside the CAP if approved by at least two-thirds (%) of the members of the governing body and
the Director. Emergency appropriations that aggregate more than three percent (3%) of the previous
year’s final current operating appropriations must be raised within the CAP. Emergency appropriations
for debt service, capital improvements, the local unit’s share of federal or State grants and other
statutorily permitted items are outside the CAP.

Budget Transfers

Budget transfers provide a local unit with a degree of flexibility and afford a control mechanism
over expenditure needs. Transfers between major appropriation accounts are prohibited by N.J.S.A.
§40A:4-58 until the last two (2) months of the fiscal year. Appropriation reserves may also be transferred
during the first three (3) months of the year to the previous year’s budget (N.J.S.A. §40A:4-59). Both
types of transfers require a two-thirds (%) vote of the full membership of the governing body. However,
no transfers may be made (a) to appropriations for contingent expenses, deferred charges or emergency
appropriation or (b) from appropriations for contingent expenses, deferred charges cash deficit of the
preceding year, reserve for uncollected taxes, down payments, the capital improvement fund or interest
and redemption charges. Although budget transfers among subaccounts (line items) within an
appropriation are not subject to the same year-end transfer restriction, they are subject to internal review
and approval.
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Municipal Public Utilities

Municipal public utilities are supported by the revenues generated by the respective operations of
the utilities in addition to the general taxing power upon real property. For each utility, there is
established a separate budget. The anticipated revenues and appropriations for each utility are set forth in
the separate budget. The budget is required to be balanced and to provide fully for debt service. The
regulations regarding anticipation of revenues and deferral of charges apply equally to the budgets of the
utilities. Deficits or anticipated deficits in utility operations which cannot be provided for from utility
surplus, if any, are required to be raised in the “Current” or operating budget.

Capital Budget

In accordance with the Local Budget Law, each local unit must adopt and may from time to time
amend rules and regulations for capital budgets, which rules and regulations must require a statement of
capital undertakings underway or projected for a period not greater than the next ensuing six (6) years as a
general improvement program. The capital budget, when adopted, does not constitute the approval or
appropriation of funds, but sets forth a plan of the possible capital expenditures which the local unit may
contemplate over the next three (3) or six (6) years. Expenditures for capital purposes may be made
either by ordinances adopted by the governing body setting forth the items and the method of financing or
by the annual operating budget if the items were detailed.

Fiscal Year Adjustment Law

Chapter 75 of the Pamphlet Laws of 1991, signed into law on March 28, 1992, requires certain
municipalities and permits all other municipalities to adopt the State fiscal year in place of the existing
calendar fiscal year (N.J.S.A. §40A: 4-3.1). Municipalities that change fiscal years must adopt a six (6)
month transition budget for January to June. Since expenditures would be expected to exceed revenues
primarily because State aid for the calendar year would not be received by the municipality until after the
end of the transition year budget, the law authorizes the issuance of fiscal year adjustment bonds to fund
the one time deficit for the six (6) month transition budget (N.J.S.A. §40A:2-51.2). The law provides that
the deficit in the six (6) month transition budget may be funded initially with bond anticipation notes
based on the estimated deficit in the six (6) month transition budget. Notes issued in anticipation of fiscal
year adjustment bonds, including renewals, can only be issued for up to one (1) year unless the Local
Finance Board permits the municipality to renew them for a longer period of time. The Local Finance
Board must confirm the actual deficit experienced by the municipality. The municipality then may issue
fiscal year adjustment bonds to finance the deficit on a permanent basis. The purpose of the law is to
assist municipalities that are heavily dependent on State aid and that have had to issue tax anticipation
notes to fund operating cash flow deficits each year. While the law does not authorize counties to change
their fiscal years, it does provide that counties with cash flow deficits may issue fiscal year adjustment
bonds as well.

State Supervision

State law authorizes State officials to supervise fiscal administration in any municipality which is
in default on its obligations; which experiences severe tax collection problems for two (2) successive
years; which has a deficit greater than four percent (4%) of its tax levy for two (2) successive years;
which has failed to make payments due and owing to the State, county, Township or special district for
two (2) consecutive years; which has an appropriation in its annual budget for the liquidation of debt
which exceeds twenty-five percent (25%) of its total operating appropriations (except dedicated revenue
appropriations) for the previous budget year; or which has been subject to a judicial determination of
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gross failure to comply with the Local Bond Law, the Local Budget Law or the Local Fiscal Affairs Law
(as hereinafter defined) which substantially jeopardizes its fiscal integrity. State officials are authorized
to continue such supervision for as long as any of the conditions exist and until the municipality operates
for a fiscal year without incurring a cash deficit.

Tax Assessment and Collection Procedure

A local governmental unit is the entity responsible for the levying and collection of taxes on all
taxable property within its borders, including the tax levies for the county and the Township. The levying
of taxes is for a fiscal year, which starts July 1 and ends June 30. The collection of taxes to support a
local governmental unit’s current budget requirement is based upon a calendar year, January 1 to
December 31.

Property taxes are based on a municipality’s assessor’s valuation of real property, as confirmed
by the tax board of the county in which a municipality is situated. The taxes for municipal, local and
regional school districts and a county cover the current calendar year. Turnover of the tax moneys by a
municipality to a school district are based on school needs and are generally made on a periodic basis
throughout the year with any balance transferred by June 30 (the end of the school district’s fiscal year).
A municipality remits one hundred percent (100%) of the county taxes, payable quarterly on February 15,
May 15, August 15 and November 15.

Property valuations (assessments) are determined on true values as arrived at by a cost approach,
market data approach and capitalization of net income where appropriate. Current assessments are the
result of new assessments on a like basis with established comparable properties for newly assessed or
purchased properties. This method assures equitable treatment to like property owners. But it often
results in a divergence of the assessment ratio to true value. Because of the changes in property resale
values, annual adjustments could not keep pace with the changing values.

Upon the filing of certified adopted budgets by the municipality’s local school district and the
county, the tax rate is struck by the County Board based on the certified amounts in each of the taxing
districts for collection to fund the budgets. The statutory provisions for the assessment of property, the
levying of taxes and the collection of taxes are set forth in N.J.S.A. §54:4-1, et seq. Special taxing
districts are permitted for various special services rendered to the properties located within the special
districts.

Tax bills are sent in June of the current fiscal year. Taxes are payable in four (4) quarterly
installments on February 1, May 1, August 1 and November 1. The August and November tax bills are
determined as the full tax levied for municipal, county and school purposes for the current municipal
fiscal year, less the amount charged as the February and May installments for municipal, county and
school purposes in the current fiscal year. The amounts due for the February and May instaliments are
determined by the municipal governing body as either one-quarter (%) or one-half (V%) of the full tax
levied for municipal, county and school purposes for the preceding fiscal year.

Tax installments not paid on or before the due date are subject to interest penalties of eight
percent (8%) per annum on the first $1,500 of the delinquency and eighteen percent (18%) per annum on
any amount in excess of $1,500. The governing body may also fix a penalty to be charged to a taxpayer
with a delinquency in excess of $10,000 who fails to pay that delinquency prior to the end of the calendar
year. The penalty so fixed shall not exceed six percent (6%) of the amount of the delinquency. These
penalties and interest are the highest permitted under State statutes. Delinquent taxes open for one (1)
year or more are annually included in a tax sale in accordance with State statutes.
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Tax Appeals

State statutes provide a taxpayer with remedial procedures for appealing an assessed valuation
that the taxpayer deems excessive. Prior to February 1 in each year, a municipality must mail to each
property owner a notice of the current assessment and taxes on the property. The taxpayer has a right to
petition the County Board on or before April 1 of the current tax year for its review. The County Board
has the authority after a hearing to increase, decrease or reject the appeal petition. These adjustments are
usually concluded within the current tax year and reductions are shown as canceled or remitted taxes for
that year. If the taxpayer believes the petition was unsatisfactorily reviewed by the County Board, appeal
of the decision may be made to the Tax Court of New Jersey for further hearing. Tax Court of New
Jersey appeals tend to take several years to conclude by settlement or trial and any losses in tax
collections from prior years, after an unsuccessful trial or by settlement, are charged directly to operations
or with the permission of the Local Finance Board, may be refinanced, generally over a three (3) to five
(5) year period.

The Local Fiscal Affairs Law

N.J.S.A. §40A:5-1, et seq. (the “Local Fiscal Affairs Law™), regulates the nonbudgetary financial
activities of local governments. The chief financial officer of every local unit must file annually with the
Director a verified statement of the financial condition of the local unit and all constituent boards,
agencies and commissions.

An independent examination of the local unit’s accounts must be performed annually by a State
licensed registered municipal accountant. The audit, conforming to the Division’s “Requirements of
Audit”, includes recommendations for improvements of the local unit’s financial procedures and must be
filed with the Director. A synopsis of the audit report, together with all recommendations made, must be
published in a local newspaper within thirty (30) days of its completion.

A local unit’s funds are invested strictly in accordance with the provisions of the Local Fiscal
Affairs Law, in particular N.J.S.A. §40A:5-12.1. A local unit is not authorized to invest funds in
derivative products or reverse repurchase agreements.

Basis of Accounting

The accounting policies applicable to local governmental units have been prescribed by the
Division. The following is a summary of the significant policies:

Basis of Accounting - A modified accrual basis of accounting is followed, with minor exceptions.
Revenues are recorded as received in cash except for certain amounts which may be due from the State.
Expenditures are recorded on the accrual basis. Appropriation reserves covering unexpended
appropriation balances are automatically created on December 31 of each year and recorded as liabilities,
except for amounts which may be cancelled by the governing body. Appropriation reserves are available,
until lapsed at the close of the succeeding year, to meet specific claims, commitments or contracts
incurred or entered into during the preceding fiscal year. Lapsed appropriation reserves are recorded as
income.

Interfunds - Interfund receivables in the Current Fund are recorded with offsetting reserves.

Income is recognized in the year the receivables are liquidated. Interfund receivables in the other funds
are not offset by reserves.
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Fixed Assets - Property and equipment purchased through the Current Fund and the General
Capital Fund are recorded as expenditures at the time of purchase and are not capitalized.

A local unit finances its operations primarily through the Current Fund. All tax receipts and most
revenues are paid into the Current Fund and substantially all expenditures made by appropriations are
paid from the Current Fund.

Expenditures are comprised of those made for general purposes, certain expenditures made from
restricted federal, State and private grants, certain federal or State mandated expenditures, deferred
charges, debt service and capital improvements. Budgeted expenditures for general purposes include
payments made primarily in support of a local unit’s various departments.

MUNICIPAL BANKRUPTCY

The undertakings of the Township should be considered with reference to Chapter IX of the
Bankruptcy Act, 11 U.S.C. §401, et seq., as amended by Public Law 94-260, approved April 8, 1976, the
Bankruptcy Reform Act of 1978, effective October 1, 1979, Public Law 100-597, effective November 3,
1988, the Bankruptcy Reform Act of 1994, effective October 22, 1994 and other bankruptcy laws
affecting creditors’ rights and municipalities in general. The amendments of P.L. 94-260 replace former
Chapter IX and permit a state or any political subdivision, public agency or instrumentality that is
insolvent or unable to meet its debts to file a petition in a court of bankruptcy for the purpose of effecting
a plan to adjust its debts provided such entity is authorized by applicable state law; directs such a
petitioner to file with the court a list of a petitioner’s creditors; provides that a petition filed under this
chapter shall operate as a stay of the commencement or continuation of any judicial or other proceeding
against the petitioner; grants priority to debt owned for services or material actually provided within three
months of the filing of the petition; directs a petitioner to file a plan for the adjustment of its debts; and
provides that the plan must be accepted in writing by or on behalf of creditors holding at least two-thirds
(%) in amount or more than one-half (}4) in number of the listed creditors. These amendments were
incorporated into the Bankruptcy Reform Act of 1978 with only minor changes.

Reference should also be made to N.J.S.A. §52:27-40, et seq., which provides that 2 municipality
has the power to file a petition in bankruptcy provided the approval of the Municipal Finance
Commission of New Jersey has been obtained. The powers of the Municipal Finance Commission of
New Jersey have been vested in the Local Finance Board. The Bankruptcy Act specifically provides that
Chapter IX does not limit or impair the power of a state to control, by legislation or otherwise, the
procedures that a municipality must follow in order to take advantage of the provisions of the Bankruptcy
Act.

The above references to the Bankruptcy Act are not to be construed as an indication that the
Township expects to resort to the provisions of the Bankruptcy Act or that, if it did, such action would be

approved by the Local Finance Board, or that any proposed plan would include a dilution of the source of
payment of and security for the Bonds.

NO DEFAULT

There is no record of default in the payment of principal of or interest on bonds or notes of the
Township.
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ABSENCE OF MATERIAL LITIGATION

In the opinion of the Township Attorney, Thomas N. Ryan, Esq., Laddey, Clark & Ryan, Sparta,
New Jersey (the “Township Attorney”), no litigation of any nature is now pending or, to his knowledge,
threatened restraining or enjoining the issuance or delivery of the Bonds or the levy or collection of any
taxes to pay the interest on or principal of the Bonds, or in any manner questioning the authority or
proceedings for the issuance of the Bonds or for the levy or collection of said taxes, or relating to the
Bonds or affecting the validity thereof or the levy or collection of said taxes, and neither the corporate
existence or boundaries of the Township nor the title of any of the present officers thereof to their
respective offices is being contested, and no authority or proceedings for the issuance of the Bonds has or
have been repealed, revoked or rescinded. A signed statement to that effect will be supplied upon
delivery of the Bonds. In the opinion of the Township Attorney, there is no litigation pending or, to his
knowledge, threatened against the Township which if adversely decided would have a material adverse
effect on the financial condition of the Township or which is not otherwise adequately covered by
Township insurance.

TAX MATTERS
Opinion of Bond Counsel

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the Township, under
existing statutes and court decisions and assuming continuing compliance with certain tax covenants
described herein, (i) interest on the Bonds is excluded from gross income for federal income tax purposes
pursuant to Section 103 of the Internal Revenue Code of 1986, as amended (the “Code”) and (ii) interest
on the Bonds is not treated as a preference item in calculating the alternative minimum tax imposed on
individuals and corporations under the Code; such interest, however, is included in the adjusted current
earnings of certain corporations for purposes of calculating the alternative minimum tax imposed on such
corporations. In rendering its opinion, Bond Counsel has relied on certain representations, certifications
of fact, and statements of reasonable expectations made by the Township in connection with the Bonds,
and Bond Counsel has assumed compliance by the Township with certain provisions and procedures set
forth in the Arbitrage and Use of Proceeds Certificate of the Township to be delivered in connection with
the issuance of the Bonds.

In addition, in the opinion of Bond Counsel to the Township, under existing statutes, interest on
the Bonds is not included in gross income under the New Jersey Gross Income Tax Act.

Bond Counsel expresses no opinion regarding any other federal or state tax consequences with
respect to the Bonds. Bond Counsel renders its opinion under existing statutes and court decisions as of
the issue date, and assumes no obligation to update its opinion after the issue date to reflect any future
action, fact or circumstance, or change in law or interpretation, or otherwise. Bond Counsel expresses no
opinion on the effect of any action hereafter taken or not taken in reliance upon an opinion of other
counsel on the exclusion from gross income for federal income tax purposes of interest on the Bonds, or
under state and local tax law.

Certain Ongoing Federal Tax Requirements and Covenants
The Code establishes certain ongoing requirements that must be met subsequent to the issuance
and delivery of the Bonds in order that interest on the Bonds be and remain excluded from gross income

under Section 103 of the Code. These requirements include, but are not limited to, requirements relating
to use and expenditure of gross proceeds of the Bonds, yield and other restrictions on investments of

-16-



gross proceeds, and the arbitrage rebate requirement that certain excess earnings on gross proceeds be
rebated to the federal government. Noncompliance with such requirements may cause interest on the
Bonds to become included in gross income for federal income tax purposes retroactive to their issue date,
irrespective of the date on which such noncompliance occurs or is discovered. By executing its Arbitrage
and Use of Proceeds Certificate to be delivered concurrently with the delivery of the Bonds, the Township
will certify that, to the extent it is empowered and allowed under applicable law, it will comply with
certain applicable requirements of the Code to assure the exclusion of interest on the Bonds from gross
income under Section 103 of the Code.

Certain Collateral Federal Tax Consequences

The following is a brief discussion of certain collateral federal income tax matters with respect to
the Bonds. It does not purport to address all aspects of federal taxation that may be relevant to a
particular owner of a Bond. Prospective investors, particularly those who may be subject to special rules,
are advised to consult their own tax advisors regarding the federal tax consequences of owning and
disposing of the Bonds.

Prospective owners of the Bonds should be aware that the ownership of such obligations may
result in collateral federal income tax consequences to various categories of persons, such as corporations
(including S corporations and foreign corporations), financial institutions, property and casualty and life
insurance companies, individual recipients of Social Security and railroad retirement benefits, individuals
otherwise eligible for the earned income tax credit, and taxpayers deemed to have incurred or continued
indebtedness to purchase or carry obligations the interest on which is excluded from gross income for
federal income tax purposes. Interest on the Bonds may be taken into account in determining the tax
liability of foreign corporations subject to the branch profits tax imposed by Section 884 of the Code.

Information Reporting and Backup Withholding

Information reporting requirements apply to interest paid on tax-exempt obligations, including the
Bonds. In general, such requirements are satisfied if the interest recipient completes, and provides the
payor with, a Form W-9, “Request for Taxpayer Identification Number and Certification,” or if the
recipient is one of a limited class of exempt recipients. A recipient not otherwise exempt from
information reporting who fails to satisfy the information reporting requirements will be subject to
“backup withholding,” which means that the payor is required to deduct and withhold a tax from the
interest payment, calculated in the manner set forth in the Code. For the foregoing purpose, a “payor”
generally refers to the person or entity from whom a recipient receives its payments of interest or who
collects such payments on behalf of the recipient.

If an owner purchasing a Bond through a brokerage account has executed a Form W-9 in
connection with the establishment of such account, as generally can be expected, no backup withholding
should occur. In any event, backup withholding does not affect the excludability of the interest on the
Bonds from gross income for federal income tax purposes. Any amounts withheld pursuant to backup
withholding would be allowed as a refund or a credit against the owner’s federal income tax once the
required information is furnished to the Internal Revenue Service.

Bond Premium
In general, if an owner acquires a Bond for a purchase price (excluding accrued interest) or

otherwise at a tax basis that reflects a premium over the sum of all amounts payable on the Bond after the
acquisition date (excluding certain “qualified stated interest” that is unconditionally payable at least
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annually at prescribed rates), that premium constitutes “bond premium” on that Bond (a “Premium
Bond”). In general, under Section 171 of the Code, an owner of a Premium Bond must amortize the bond
premium over the remaining term of the Premium Bond, based on the owner’s yield over the remaining
term of the Premium Bond determined based on constant yield principles (in certain cases involving a
Premium Bond callable prior to its stated maturity date, the amortization period and yield may be required
to be determined on the basis of an earlier call date that results in the lowest yield on such bond). An
owner of a Premium Bond must amortize the bond premium by offsetting the qualified stated interest
allocable to each interest accrual period under the owner’s regular method of accounting against the bond
premium allocable to that period. In the case of a tax-exempt Premium Bond, if the bond premium
allocable to an accrual period exceeds the qualified stated interest allocable to that accrual period, the
excess is a nondeductible loss. Under certain circumstances, the owner of a Premium Bond may realize a
taxable gain upon disposition of the Premium Bond even though it is sold or redeemed for an amount less
than or equal to the owner’s original acquisition cost. Owners of any Premium Bonds should consult
their own tax advisors regarding the treatment of bond premium for federal income tax purposes,
including various special rules relating thereto, and state and local tax consequences, in connection with
the acquisition, ownership, amortization of bond premium on, sale, exchange, or other disposition of
Premium Bonds.

Miscellaneous

Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the
federal or state level, may adversely affect the tax-exempt status of interest on the Bonds under federal or
state law and could affect the market price or marketability of the Bonds.

Prospective purchasers of the Bonds should consult their own tax advisors regarding the
foregoing matters.

QUALIFIED TAX-EXEMPT OBLIGATIONS

The Bonds will be designated as “qualified tax-exempt obligations” for purposes of Section
265(b)(3) of the Code.

SECONDARY MARKET DISCLOSURE

In order to assist the underwriter in complying with Rule 15¢2-12 promulgated by the Securities
and Exchange Commission (“Rule 15¢2-12), the Township has undertaken to provide, on or before 240
days after each of its fiscal years while the Bonds are outstanding, for filing with the Municipal Securities
Rulemaking Board (the “MSRB™), on an annual basis, financial and operating information of the type
hereinafter described and included in this Official Statement, which is referred to herein as “Annual
Information”, together with the annual financial statements of the Township prepared in accordance with
generally accepted accounting principles as modified by governmental accounting standards and
mandated state statutory principles as in effect from time to time for municipalities. In addition, the
Township has undertaken, for the benefit of the holders of the Bonds, to provide to the MSRB, in a timely
manner not in excess of ten (10) business days after the occurrence of the specified event, the notices
required to be provided by Rule 15¢2-12 and described below (the “Notices”).

The Annual Information with respect to the Township means annual information concerning the
Township which consists of financial and operating data of the Township of the type included in this
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Official Statement relating to the following: (i) property tax levies and collections; (ii) assessed value of
taxable property; (iii) property tax rates; and (iv) outstanding debt.

The Notices include notices of any of the following events with respect to the Notes: (1)
principal and interest payment delinquencies; (2) non-payment related defaults, if material; (3)
unscheduled draws on debt service reserves reflecting financial difficulties; (4) unscheduled draws on
credit enhancements reflecting financial difficulties; (5) substitution of credit or liquidity providers, or
their failure to perform; (6) adverse tax opinions, the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other
material notices of determinations with respect to the tax status of the Notes, or other material events
affecting the tax-exempt status of the Notes; (7) modifications to rights of holders of the Notes, if
material; (8) note calls (other than mandatory sinking fund redemptions) if material and tender offers; (9)
defeasances; (10) release, substitution, or sale of property securing repayment of the Notes, if material;
(11) rating changes; (12) bankruptcy, insolvency, receivership or similar event of the Township; (13) the
consummation of a merger, consolidation, or acquisition involving the Township or the sale of all or
substantially all of the assets of the Township, other than in the ordinary course of business, the entry into
a definitive agreement to undertake such an action or the termination of a definitive agreement relating to
any such actions, other than pursuant to its terms, if material; and (14) appointment of a successor or
additional trustee or the change of name of a trustee, if material.

The sole and exclusive remedy for breach or default under the undertaking to provide continuing
disclosure described above is an action to compel specific performance of the undertaking of the
Township, and no person, including any holder of the Bonds, may recover monetary damages thereunder
under any circumstances. In addition, if all or any part of Rule 15¢2-12 ceases to be in effect for any
reason, then the information required to be provided under the undertaking, insofar as the provision of
Rule 15¢2-12 no longer in effect required the providing of such information, shall no longer be required
to be provided.

The foregoing undertaking is intended to set forth a general description of the type of financial
information and operating data that will be provided; the descriptions are not intended to state more than
general categories of financial information and operating data; and where an undertaking calls for
information that no longer can be generated because the operations to which it related have been
materially changed or discontinued, a statement to that effect will be provided. The undertaking,
however, may be amended or modified without consent of the holders of the Bonds under certain
circumstances set forth in the undertaking. Copies of the undertaking when executed by the Township
upon the delivery of the Bonds will be on file at the office of the Township Clerk.

The Township has previously failed to comply with a prior undertaking to provide audited
financial statements, financing information and operating data for the fiscal years ended 2007, 2008 and
2009. However, the Township has since filed the audited financial statements, financial information and
operating data with the MSRB.

CREDIT RATING

Moody’s Investors Service (“Moody’s”) has assigned a rating of “___” to the Bonds. This rating
reflects only the view of Moody’s and an explanation thereof may be obtained only from Moody’s.
Certain information and materials, including information and materials not included in this Official
Statement, were furnished by the Township to Moody’s. Generally, Moody’s bases its ratings on the
information and materials so furnished and on its investigations, studies and assumptions.
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There is no assurance any such rating will remain in effect for any given period of time or that
any such rating will not be revised downward, suspended or withdrawn entirely by a rating agency if, in
the judgment of such rating agency, circumstances so warrant. Any such downward revision, suspension
or withdrawal of a rating may have an adverse effect on the market price or the marketability of the
Bonds. The Township has not undertaken any responsibility to oppose any such downward revision,
suspension or withdrawal of a rating.

UNDERWRITING

The Bonds have been purchased from the Township at a public sale by
(the “Underwriter”) at a price of $

The Underwriter intends to offer the Bonds to the public initially at the offering prices set forth
on the cover page of this Official Statement, which may subsequently change without any requirement of
prior notice. The Underwriter reserves the right to join with dealers and other underwriters in offering the
Bonds to the public. The Underwriter may offer and sell Bonds to certain dealers (including dealers
depositing Bonds into investment trusts) at prices lower than the public offering prices set forth on the
cover page, and such public offering prices may be changed, from time to time, by the Underwriter
without prior notice.

APPROVAL OF LEGAL PROCEEDINGS

All legal matters relating to the authorization, the issuance, the sale and the delivery of the Bonds
are subject to the approval of Hawkins Delafield & Wood LLP, Newark, New Jersey, Bond Counsel to
the Township, whose approving opinion will be delivered with the Bonds substantially in the form set
forth in Appendix C hereto. Certain legal matters will be passed upon for the Township by the Township
Attorney.

FINANCIAL STATEMENTS

The financial statements of the Township as of December 31, 2009 and 2008, have been audited
by T.M. Vrabel & Associates, LLC, independent certified public accountants, as stated in their
Independent Auditors’ Report appearing in Appendix A hereto. Certain information extracted from the
audited financial statements of the Township is included in Appendix A hereto.

PREPARATION OF OFFICIAL STATEMENT

T.M. Vrabel & Associates, LLC, assisted in the preparation of this Official Statement with
information obtained from the Township and other sources, including publicly available sources,
considered reliable, but T.M. Vrabel & Associates, LLC, does not make any warranty or other
representation with respect to the accuracy and completeness of such information. T.M. Vrabel &
Associates, LLC, takes responsibility for the audited financial information set forth in Appendix A hereto
to the extent specified in their Independent Auditors” Report set forth in Appendix A hereto.

All other information has been obtained from sources which the Township considers to be

reliable but the Township makes no warranty, guaranty or other representation with respect to the
accuracy and completeness of such information.
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Hawkins Delafield & Wood LLP and the Township Attorney have not participated in the
preparation of the financial or statistical information contained in this Official Statement, nor have they
verified the accuracy, completeness or fairness thereof and, accordingly, express no opinion with respect
thereto.

Upon request, the Chief Financial Officer of the Township will confirm to the purchasers of the
Bonds, by certificate signed by the Chief Financial Officer, that to the knowledge of the Chief Financial
Officer the descriptions and statements relating to the Township herein, as of the date of this Official
Statement, are true and correct in all material respects and do not contain any untrue statement of a
material fact or omit to state a material fact necessary to make such descriptions and statements, in light
of the circumstances under which they were made, not misleading.

ADDITIONAL INFORMATION

Inquiries regarding this Official Statement, including information additional to that contained
herein, may be directed to Michael J. Guarino, Chief Financial Officer, Municipal Building, 65 Main
Street, Sparta, New Jersey 07871-1986 (973) 729-4103.

MISCELLANEOUS

All quotations from and summaries and explanations of provisions of laws of the State herein do
not purport to be complete and are qualified in their entirety by reference to the official compilation
thereof.

So far as any statements made in this Official Statement involve matters of opinion or estimates,
whether or not expressly stated, they are set forth as such and not as representations of fact, and no
representation is made that any such statements will be realized. Neither this Official Statement nor any
statement which may have been made verbally or in writing is to be construed as part of any contract with
the holders of the Bonds.

This Official Statement has been duly executed on behalf of the Township by its Chief Financial
Officer.

THE TOWNSHIP OF SPARTA, IN THE
COUNTY OF SUSSEX, NEW JERSEY

By:/s/

Michael J. Guarino
Chief Financial Officer
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APPENDIX A

REPORT OF EXAMINATION OF FINANCIAL STATEMENTS
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APPENDIX B

TOWNSHIP OF SPARTA
FINANCIAL AND GENERAL INFORMATION



GENERAL INFORMATION
General

The following material presents certain economic and demographic information on the Township
of Sparta. Additional information is included in Appendix A and such information is derived from
certified audits and audited financial documents and should be used in conjunction with the audit from
which they are derived. Unless otherwise stated, all information is from the Township.

The financial statements have been prepared in conformance with accounting practices prescribed
by the Division of Local Government Services, Department of Community Affairs, State of New Jersey.
These practices differ from generally accepted accounting principals applicable to local government units.

Introduction

The Township of Sparta is a residential community located in the southeastern half of Sussex
County about fifty (50) miles from New York City. Sparta covers an area of thirty eight and one half
(38.5) square miles with elevations up to 1,200 feet above sea level.

Municipal Government

The Township of Sparta’s form of government is Council-Manager Plan B of the New Jersey
Optional Municipal Charter Law. The Township is governed by a five (5) member Township Council.
Each member is elected without party affiliation for four (4) year overlapping terms. Each year the
Council chooses a Mayor from its Members who acts as the Township representative and presides over
Council meetings. By law, the Township Council has responsibility for all legislative matters ranging
from the enactment of ordinances and resolutions to general citizen representation. Policy formulation by
the Council is assisted by a number of separate advisory boards, committees and citizen input.

Executive responsibilities of the Township are vested in the full-time Township Manager. The
Manager is appointed by the Council and is the chief executive and administrative head of the local
government. The Manager’s duties include management of the Township’s “day to day” business
including the coordination of activities of all departments and employees, implementation of Council
policy and the enforcement of all ordinances and preparation of the annual budget.

Services

Police protection for the Township is provided by a Police Department consisting of thirty-eight
(38) full-time officers. The Sparta Volunteer Fire Department operates four (4) stations. It is equipped
with six (6) modern trucks and pumpers along with one (1) emergency vehicle and has seventy-eight (78)
volunteer members providing free twenty-four (24) hour service. The Fire Department is governed by the
Township Council. The Sparta Ambulance Service has sixty (60) volunteer members providing free
twenty-four (24) hour emergency service for the Township.

Utilities

Township resident obtain their water from either the Township owned water utility or from
individual wells. The vast majority of residents are served by public water. Individual property owners’
wells must be tested and approved before initial use. Once approved, the homeowner is responsible for
testing.
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The Township has a municipal sewer utility that serves the Lake Mohawk/White Deer Plaza,
Center Street Commercial Area and the Knoll Heights senior citizen housing. The majority of homes
have individual septic systems that must conform to Township Health Department requirements.

There is a limited area of the Township serviced by natural gas, however, most homes are heated

by oil or propane gas. GPU Energy supplies electricity, while local telephone service is provided by the
Sprint United Telephone Company.
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TOWNSHIP OF SPARTA
COUNTY OF SUSSEX, NEW JERSEY

ECONOMIC INFORMATION

Population

The population of the Township of Sparta has been increasing in age over the past several years. In
1970 the median age of a Township resident was 28.3 years. In 1990 the median age of a Township
resident had increased to 35.6 years. The foilowing summary of recent U.S. Census figures for the
Township :

2000 Federal Census 18,080
1990 Federal Census 15,098
1980 Federal Census 13,333
1970 Federal Census 10,819
1960 Federal Census 6,717
Source : U.S. Census
Labor Force
Sparta Township 2010 2009 2008 2007 2006
Labor Force 10,073 10,200 10,314 10,530 10,369
Employment 9,485 9,700 10,033 10,056 10,074
Unemployment 588 500 281 474 295
Unemployment Rate 5.8% 4 9% 2.7% 4.5% 2.8%
Sussex County 2010 2009 2008 2007 2006
Labor Force 84,629 85,700 85,500 85,000 85,400
Employment 77,350 79,100 81,200 80,700 81,500
Unemployment 7.279 6,600 4,300 4,300 3,800
Unemployment Rate 8.6% 7.7% 5.0% 51% 4.6%
State of New Jersey 2010 2009 2008 2007 2006
| abor Force 4,487,000 4,539,000 4,516,200 4,463,500 4,528,800
Employment 4,079,200 4,098,500 4,273,800 4,235,300 4,354,400
Unemployment 407,300 440,500 242,400 228,200 174,400
Unemployment Rate 9.1% 8.7% 5.4% 5.1% 3.9%
Source : New Jersey Department of Labor
Building Permits
Value of
Year Number of Permits Number of New Homes Construction
2010 1567 35 $24,746,297
2009 1259 22 $30,882,640
2008 1805 21 $68,834,073
2007 1827 61 $42,599,614
2006 2005 111 $57,333,874
2005 2171 75 $44,727,106
2004 2045 51 $40,421,327

Source : Township Construction Code Official



TOWNSHIP OF SPARTA

COUNTY OF SUSSEX, NEW JERSEY

Ten Largest Employers - 2011

Name of Employer

Sparta Township Board of Education
Sussex County Vo-Tech

Township of Sparta

Stop and Shop

Sussex Technology

The Printing Center

Woodland Group

Acme Food Stores

Medusa industries

Sparta Ready Mix

Ten Largest Taxpayers - 2011

Name of Taxpayer
Cofanceso/Grinnell

Sparta Builders, LLC
Limecrest Quarry Dev. LLC
Lake Mohawk Country Club
Toli Land VI, LP

Newton Memorial Hospital
United Tel of NJ % Embarqg
Ashdown Forest Estates
Terry - Lynn, LLC

Heller Sparta, LLC

Nature of Business

Educational Services
Educational Services

Township Administration

Food Distribution
Manufacturing
Printing Services
tnsurance

Food Distribution
Construction Materials
Construction Materials

Number of
Employees

386
227
139
134
104
40
36
33
26
18

Percentage of
Assessed Valuation

2011
Type of Business Assessed Valuation
Corporation $ 7,103,100
Corporation $ 7,079,100
Corporation $ 6,071,300
Corporation $ 5,541,100
Corporation $ 5,203,800
Foundation $ 4,756,000
Corporation $ 4.739,437
Corporation $ 4,160,700
Corporation $ 4,114,200
Corporation $ 3,878,600

0.297%
0.296%
0.254%
0.232%
0.218%
0.199%
0.198%
0.174%
0.172%
0.162%
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Year
Est 2011

2010
2009
2008
2007

2006

(1) General Tax Rate multiplied by County Equalization Ratio

Township
0.6377

0.637
0.6035
0.579
0.545

0.509

Source : Township Tax Collector

Local
School
2.119
2.065
1.966
1.848
1.757

1.737

TOWNSHIP OF SPARTA

COUNTY OF SUSSEX, NEW JERSEY

County
0544

0.533
0.509
0.493
0.488

0.477

General Tax Rate

County
Health
0.015
0.015

0.015
0.015

0.017

County
Open
Space
0.01
0.0t
0.02
0.039
0.052

0.046

Municipal
Open
Space
0.011
0.011

0.01
0.01
0.011

0.011

Total
3337

3.271
3.124
2.98
2.87

2.78

County
Equalization
Ratio
67.93
67.72
65.02
65.45
68.29

7531

Effective
Tax

Rate (1)
2.27
222
2.03
195
1.96

2.09
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TOWNSHIP OF SPARTA

COUNTY OF SUSSEX, NEW JERSEY

Tax Supported Debt as of December 31, 2010

Local School District Debt :
Bonds Issued

Township Debt :
General -
Bonds and Notes Issued and Outstanding
Self-Liquidating :
Bonds and Notes Issued and Qutstanding

Overlapping Debt :
County of Sussex (1)

TOTAL TAX SUPPORTED DEBT

Full Valuation of Township's Taxible Property (County Equalization
Table for 2010)

Ratios :
Tax Supported Debt to Property Valuation
Tax Supported Debt Per Capita
(2000 Census poputation of 18,080)

$ 85,953,000
17,698,104
25,129,560
42 827,664
12,051,402

_$ 141,732,066

3,621,991,635

3.91%

$ 7,839.16

(1) Township of Sparta’s share of County of Sussex's Debt based upon the 2009 equalized valuation

of all County of Sussex municipalities :

Township of Sparta's share is 17.3779% of total County of Sussex Net Debt
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Hnishins Deleaficlid & Weod LLP

A NEW YORK LIMITED LIABILITY PARTNERSHIP NEWARK
NEW YORK
WASHINGTON
HARTFORD
LOS ANGELES
SACRAMENTO
SAN FRANCISCO
ONE GATEWAY CENTER
24TH FLOOR C. STEVEN DONOVAN
NEWARK. NJ 07102 ROBERT H. BEINFIELD
WWW.HAWKINS.COM KRISTINE L. PERLA

ERIC J. SARIR

CHARLES G. TOTO

PATRICIA A, GOINS
CHRISTOPHER M. WATERMAN

April 28,2011

Township Council of The
Township of Sparta, in the
County of Sussex, New Jersey

Ladies and Gentlemen:

We have acted as bond counsel to The Township of Sparta, in the County of Sussex, a
municipal corporation of the State of New Jersey, situate in said County of Sussex (the
“Township”), and have examined a record of proceedings relating to the issuance by the
Township of $4,627,000 bonds, consisting of $2,317,000 Sewer Bonds of 2011 (the “Sewer
Bonds”) and $2,310,000 Water Bonds of 2011 (the “Water Bonds” and, together with the Sewer
Bonds, the “Bonds™). The Bonds are issued pursuant to the Local Bond Law of the State of New
Jersey, and as provided by (i) with respect to the Sewer Bonds, a bond ordinance of the
Township Council of the Township, entitled: “Bond ordinance providing for improvement of the
sanitary sewerage system in and by the Township of Sparta, in the County of Sussex, New
Jersey, making an appropriation of $2,950,000 therefor and authorizing the issuance of
2,809,500 bonds or notes of the Township for financing such appropriation”, finally adopted on
May 8, 2001, approved by the Mayor and published as required by law and (i1) with respect to
the Water Bonds, a resolution of the Township Council of the Township, entitled: “Resolution
providing for the combination of certain issues of bonds of the Township of Sparta, in the
County of Sussex, New Jersey, into a single issue of Water Bonds aggregating $2,310,000 in
principal amount”, adopted March 8, 2011 and the bond ordinances referred to therein.

The Bonds are dated the date hereof, and bear interest from their dated date at the rates
per annum (payable semi-annually on each April 1 and October 1 until maturity or earlier
redemption, commencing October 1, 2011) and mature on April 1 in the years and in the
respective principal amounts set forth below:
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Sewer Bonds

Principal Interest Principal Interest
Year Amount Rate Year Amount Rate
2012 $107,000 % 2020 $175,000 %
2013 110,000 2021 180,000
2014 120,000 2022 180,000
2015 125,000 2023 180,000
2016 135,000 2024 180,000
2017 145,000 2025 180,000
2018 155,000 2026 180,000
2019 165,000

Water Bonds

Principal Interest Principal Interest
Year Amount Rate Year Amount Rate
2012 $155,000 % 2020 $155,000 %
2013 155,000 2021 155,000
2014 155,000 2022 155,000
2015 155,000 2023 155,000
2016 155,000 2024 155,000
2017 155,000 2025 155,000
2018 155,000 2026 140,000
2019 155,000

The Bonds of each series maturing prior to April 1, 2022 are not subject to redemption
prior to maturity at the option of the Township. The Bonds of each series maturing on and after
April 1, 2022 are subject to redemption prior to maturity at the option of the Township in whole
or in part, in any order of maturity and by lot within a maturity if less than all the Bonds of such
maturity are to be redeemed, on any date on or after April 1, 2021, at a redemption price equal to
100% of the principal amount thereof, together with interest accrued, if any, to the date fixed for
redemption.

The Internal Revenue Code of 1986, as amended (the “Code”) establishes certain
requirements to be met subsequent to the issuance and delivery of the Bonds in order that interest
on the Bonds be and remain excluded from gross income under Section 103 of the Code. We
have examined the Arbitrage and Use of Proceeds Certificate of the Township delivered in
connection with the issuance of the Bonds which contains provisions and procedures regarding
compliance with the requirements of the Code. By said Arbitrage and Use of Proceeds
Certificate, the Township has certified that, to the extent it is empowered and allowed under
applicable law, it will comply with the provisions and procedures set forth therein and that it will
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do and perform all acts and things necessary or desirable to assure that interest paid on the Bonds
is excludable from gross income under Section 103 of the Code. In rendering this opinion we
have assumed that the Township will comply with the provisions and procedures set forth in its
Arbitrage and Use of Proceeds Certificate.

In our opinion, the Bonds are valid and legally binding obligations of the Township and,
unless paid from other sources, are payable from ad valorem taxes levied upon all the taxable
property within the Township without limitation as to rate or amount. The enforceability of
rights or remedies with respect to the Bonds may be limited by bankruptcy, insolvency or other
laws affecting creditors’ rights or remedies heretofore or hereafter enacted.

In our opinion, under existing statutes and court decisions, interest on the Bonds is
excluded from gross income for federal income tax purposes pursuant to Section 103 of the Code
and interest on the Bonds is not treated as a preference item in calculating the alternative
minimum tax imposed on individuals and corporations under the Code; such interest, however, is
included in the adjusted current earnings of certain corporations for purposes of calculating the
alternative minimum tax imposed on such corporations. In addition, in our opinion, under
existing statutes, interest on the Bonds is not included in gross income under the New Jersey
Gross Income Tax Act.

Attention is called to the fact that we have not been requested to examine and have not
examined any documents or information relating to the Township other than the record of
proceedings hereinabove referred to, and no opinion is expressed as to any financial or other
information, or the adequacy thereof, which has been or may be supplied to the purchaser of the
Bonds.

We express no opinion regarding any other federal or state consequences with respect to
the Bonds. We render our opinion under existing statutes and court decisions as of the issue
date, and assume no obligation to update this opinion after the issue date to reflect any future
action, fact or circumstance, or change in law or interpretation, or otherwise. We express no
opinion on the effect of any action hereafter taken or not taken in reliance upon an opinion of
other counsel on the exclusion from gross income for federal income tax purposes of interest on
the Bonds, or under state and local tax law.

We have examined an executed bond of each of said series and, in our opinion, the forms
of said bonds and their execution are regular and proper.

Very truly yours,
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