
 

 
 

PRELIMINARY OFFICIAL STATEMENT DATED MAY 30, 2012 
 
NEW ISSUE RATING: Moody’s:______ 
 In the opinion of the Law Office of John G. Hudak, Esq.,LLC, Linden, New Jersey (“Bond Counsel”), under existing 
statutes, regulations and judicial decisions, assuming continuing compliance with certain tax-related covenants described herein, 
(i) interest on the Bonds is not includable in gross income for federal income tax purposes pursuant to Section 103 of the Internal 
Revenue Code of 1986, as amended (“Code”), and (ii) such interest will not be treated as a preference item under Section 57 of the 
Code for purposes of computing the federal alternative minimum tax; such interest, however, will  be included in the adjusted 
current earnings of a corporation for purposes of the federal alternative minimum tax imposed on corporations.  Bond Counsel is 
further of the opinion that, under existing laws of the State of New Jersey, interest on the Bonds and any gain on the sale of the 
Bonds is not includable as gross income under the New Jersey Gross Income Tax Act.   See “TAX MATTERS” herein. 
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 The $2,500,000* General Obligation Water-Sewer Utility Refunding Bonds, Series 2012 (the “Refunding Bonds”), and 
$3,706,000* General Obligation Bonds, Series 2012, consisting of: $1,385,000* General Improvement Bonds, Series 2012, and 
$2,321,000* Water/Sewer Utility Bonds, Series 2012 (the “New Money Bonds”, and collectively with the Refunding Bonds, the 
“Bonds”) are general obligations of the Borough of Spotswood, in the County of Middlesex, New Jersey (the “Borough”) and are 
secured by a pledge of the full faith and credit of the Borough for the payment of the principal of and interest thereon.  The Bonds 
are payable, if not paid from other sources, from ad valorem taxes levied upon all taxable real property within the Borough without 
limitation as to rate or amount. 
 
 The Bonds will be issued as fully-registered bonds in the name of Cede & Co., as registered owner and nominee for The 
Depository Trust Company, New York, New York (“DTC”), which will maintain a book-entry system for recording ownership 
interests of DTC Participants.  Individual purchases of beneficial ownership interests in the Bonds may be made in book-entry 
form only on the records of DTC and its Participants and only in the principal amount of $1,000 or any integral multiple thereof 
(with a minimum purchase of $5,000).  Beneficial Owners of the Bonds will not receive certificates representing their interests in 
the Bonds.  As long as Cede & Co. is the registered owner, as nominee of DTC, references in this Official Statement to the 
registered owners shall mean Cede & Co., and not the Beneficial Owners of the Bonds.  See "BOOK-ENTRY ONLY SYSTEM" 
herein. 
 
 The Bonds shall be dated the date of delivery and will mature on the dates and in the principal amounts set forth on the 
inside cover page hereof.  The New Money Bonds shall bear interest from the date of delivery, payable as of each June 15 and 
December 15, commencing December 15, 2012 and the Refunding Bonds shall bear interest from the date of delivery, payable as of 
each June 1 and December 1, commencing December 1, 2012 (each an “Interest Payment Date”), in each year until maturity at the 
interest rates set forth on the inside cover hereof. As long as DTC or its nominee Cede & Co. is the registered owner of the Bonds, 
payment of the principal of and interest on the Bonds will be made by the Borough directly to DTC or its nominee, Cede & Co.  
Interest on the Bonds will be credited to the participants of DTC as listed on the records of DTC as of each preceding December 1 
and June 1 for the New Money Bonds and as of each preceding November 15 and May 15 for the Refunding Bonds (collectively the 
“Record Dates” for the payment of interest on the Bonds). 
 
 The Bonds are not subject to redemption prior to their stated maturities. 
 
 This cover page contains certain information for quick reference only.  It is not a summary of this issue.  
Investors must read the entire official statement to obtain information essential to the making of an informed investment 
decision. 
 The Bonds are offered when, as and if issued and subject to prior sale, to withdrawal or modification of the offer without 
notice, and to the approval of legality by the Law Office of John G. Hudak Esq., LLC, Linden, New Jersey, Bond Counsel, and 
certain other conditions described herein.  Phoenix Advisors, LLC, Bordentown, New Jersey has served as financial advisors to 
the Borough in connection with the issuance of Bonds. Certain legal matters will be passed upon for the Borough by its Counsel, 
Patrick Diegnan, Esq., South Plainfield, New Jersey. The Bonds are expected to be available for delivery in definitive form through 
DTC in New York, New York on or about June19, 2012. 
____________________________ 
* Preliminary.  Subject to Change. 
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$2,500,000*GENERAL OBLIGATION WATER-SEWER UTILITY REFUNDING BONDS, 
SERIES 2012 

MATURITIES, INTEREST RATES AND YIELDS* 

 
 Year 

     (December 1) 
2012 

 
Maturity 
$  10,000      

Interest  
Rate 

 
Yield 

 
2013    220,000   
2014 225,000   
2015 230,000   
2016 235,000   
2017 240,000   
2018 245,000   
2019 260,000   
2020 275,000   
2021 285,000   
2022 275,000   
 

 
$3,706,000* General Obligation Bonds, Series 2012 

Consisting Of 
$1,385,000* General Improvement Bonds, Series 2012 and  

$2,321,000* Water/Sewer Utility Bonds, Series 2012 
MATURITIES, INTEREST RATES AND YIELDS* 

 
Year 

(June 15) 
Combined 
Maturity 

General 
Improvement 

Water-Sewer 
Utility 

Interest
Rate 

 
Yield 

2013 $375,000 $200,000 $175,000   
2014 375,000 200,000 175,000   
2015 400,000 225,000 175,000   
2016 425,000 225,000 200,000   
2017 425,000 225,000 200,000   
2018 425,000 200,000 225,000   
2019 335,000 110,000 225,000   
2020 300,000 -0- 300,000   
2021 300,000 -0- 300,000   
2022 346,000 -0- 346,000   

 
 

____________________________ 
* Preliminary.  Subject to Change. 
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This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor 

there any sale of the Bonds in any jurisdiction to any person to whom is it unlawful to make such offer, 
solicitation or sale in such jurisdiction.  No dealer, broker, salesperson or other person has been authorized 
by the Borough to give any information or to make any representations other than those contained herein in 
connection with the offering of the Bonds, and, if given or made, such other information or representations 
must not be relied upon as having been authorized by the Borough.  Certain of the information set forth 
herein has been provided by the Borough and other sources deemed reliable; however, no representation or 
warranty is made as to its accuracy or completeness and such information is not to be construed as a 
representation or warranty by the Borough or, as to information from sources other than itself, by the 
Borough.  The information and the 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 any of the information herein since the date hereof, 
or the date as of which such information is given, if earlier. 
 
 References in this Official Statement to 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 and exceptions to statements made herein, and copies of which may be inspected at the 
offices of the Borough during normal business hours. 
 
 Neither the Law Office of John G. Hudak, Esq. LLC, nor the Financial Advisor, Phoenix Advisors, LLC 
has participated in the preparation of the financial or statistical information contained in this Official Statement nor 
have they verified the accuracy or completeness thereof; accordingly, they express no opinion with respect thereto. 
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OFFICIAL STATEMENT 
BOROUGH OF SPOTSWOOD 

COUNTY OF MIDDLESEX, NEW JERSEY 
$2,500,000*GENERAL OBLIGATION WATER-SEWER UTILITY REFUNDING BONDS, 

SERIES 2012 
(Book-Entry Only) (“Bank Qualified”) (Non-Callable)  

AND 
$3,706,000* GENERAL OBLIGATION BONDS, SERIES 2012 

CONSISTING OF 
$1,385,000* General Improvement Bonds, Series 2012 and  

$2,321,000* Water/Sewer Utility Bonds, Series 2012 
 (Book-Entry Only) (Bank Qualified) (Non-Callable)  

 
INTRODUCTION 

 
 This Official Statement, which includes the cover page and the appendices attached hereto, has 
been prepared by the Borough of Spotswood, County of Middlesex, New Jersey (the “Borough”) and 
provides certain information regarding the financial and economic condition of the Borough in connection 
with the issuance and sale of the Borough’s $2,500,000* General Obligation Water-Sewer Utility 
Refunding Bonds, Series 2012 (the “Refunding Bonds”), and $3,706,000* General Obligation Bonds, 
Series 2012, consisting of: $1,385,000* General Improvement Bonds, Series 2012, and $2,321,000* 
Water/Sewer Utility Bonds, Series 2012 (the “New Money Bonds”, and collectively with the Refunding 
Bonds, the “Bonds”).  This Official Statement has been executed by and on behalf of the Borough by the 
Chief Financial Officer of the Borough. 
 

THE BONDS 
General Description 
 
 The Bonds shall be dated the date of delivery and will mature on the dates and in the principal 
amounts set forth on the inside cover page hereof.  The New Money Bonds shall bear interest from the date 
of delivery, payable as of each June 15 and December 15, commencing December 15, 2012 and the 
Refunding Bonds shall bear interest from the date of delivery, payable as of each June 1 and December 1, 
commencing December 1, 2012 (each an “Interest Payment Date”), in each year until maturity at the 
interest rates set forth on the cover page and inside cover hereof.  As long as The Depository Trust 
Company, New York, New York (“DTC”) or its nominee, Cede & Co., is the registered owner of the 
Bonds, payments of the principal of and interest on the Bonds will be made by the Borough directly to DTC 
or Cede & Co. which will credit payments of principal of and interest on the Bonds to the participants of 
DTC as listed on the records of DTC as of each next preceding May 15 and November 15, for the Refunding 
Bonds and each next preceding December 1 and June 1 respectively (the “Record Dates” for the payment of 
interest on the Bonds), which participants will in turn credit such payments to the beneficial owners of the 
Bonds. 
  
 The Bonds are issuable as fully-registered book-entry bonds in the form of one certificate for each 
maturity of the Bonds and in the principal amount of such maturity.  The Bonds will be issued in 
book-entry form only and in the principal amount of $1,000 or any integral multiple thereof (with a 
minimum purchase of $5,000).  So long as DTC or its nominee, Cede & Co. (or any successor or assign), is 
the registered owner of the Bonds, payment of the principal of and interest on the Bonds will be made by the 
Borough directly to DTC or Cede & Co. (or any successor or assign), as nominee for DTC.  Disbursement 
of such payments to the participants of DTC is the responsibility of DTC.  See “BOOK-ENTRY ONLY 
SYSTEM”. 
_________________________ 
*Preliminary, Subject to Change  
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SECURITY AND SOURCE OF PAYMENT 
  

 The Bonds are general obligations of the Borough, and the Borough has pledged its full faith and 
credit for the payment of the principal of and interest on the Bonds. The Bonds are direct obligations of the 
Borough and, unless paid from other sources, the Borough is required to levy ad valorem taxes upon all the 
real property taxable within the Borough of the payment of the principal of and interest on the Bonds 
without limitation as to rate or amount. See: “PROVISIONS FOR THE PROTECTION OF GENERAL 
OBLIGATION DEBT” herein.  The Bonds will be originally issued in the name of Cede & Co., as 
registered owner and nominee for DTC.  See “BOOK-ENTRY ONLY SYSTEM” herein.   

 
Enforcement of a claim for payment of principal of or interest on bonds or notes or the Borough is 

subject to applicable provision of Federal bankruptcy law and to the provisions of statutes, if any, hereafter 
enacted by the Congress of the United States or the Legislature of the State of New Jersey, providing 
extension with respect to the payment of principal of or interest on the Bonds or imposing other constraints 
upon enforcement of such contracts insofar as any such constraints may be constitutionally applied. Under 
State law, a county, municipality or other political subdivision may file a petition under Federal bankruptcy 
laws and a plan for readjustment of its debt, but only after first receiving the approval of the State Municipal 
Finance Committee, whose powers have been vested in the Local Finance Board (hereinafter defined). 
 

AUTHORIZATION AND PURPOSE OF THE ISSUE 
 
 The Bonds are issued pursuant to the Local Bond Law of the State of New Jersey (N.J.S.A. 40A:2-1 
et seq.), and the acts amendatory thereof and supplemental thereto (the “Local Bond Law”). 
 

 The Refunding Bonds are being issued pursuant to a refunding bond ordinance of the Borough 
adopted on October 17, 2011, and a resolution adopted by the Borough Council on May 21, 2012, to 
provide for (a) the advance refunding of all or a portion of the Borough’s originally-issued $3,818,000 
Water-Sewer Utility Bonds, Series 2002 maturing on and after December 1, 2013 in the total principal 
amount of $2,413,000 (the “Refunded Bonds”), and (b) the payment of certain costs associated with the 
issuance of the Refunding Bonds. See the “REFUNDING PLAN” herein. 

 
 The New Money Bonds also are authorized by various bond ordinances of the Borough set forth 

below and in a resolution adopted by the Borough Council on May 21, 2012. 
 
 The bond ordinances included in the sale of the New Money Bonds were published in full or in 
summary form after adoption along with the statement required by the Local Bond law that the twenty day 
period of limitation within which a suit, action or proceeding questioning the validity of the authorizing 
bond ordinances 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 estopped from questioning 
the sale or the execution or the delivery of the New Money Bonds by the Borough. 
 
 The proceeds of the New Money Bonds will be used to currently refund the Borough’s outstanding 
$2,320,000 General Obligation Bond Anticipation Notes Consisting of $1,400,000 General Obligation 
General Improvement Bond Anticipation Notes (the “General Improvement Notes”) and $920,000 General 
Obligation Water-Sewer Utility Bond Anticipation Notes (the “Water-Sewer Utility Notes” and together 
with the General Improvement Notes the “Notes”) maturing on June 20, 2012, as well as to provide 
additional funds for General Improvement projects and Water/Sewer Utility projects set forth in the 
ordinances listed below. 
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General Improvement 

 
ORDINANCE NO. AND DATED OF ADOPTION 

BONDS TO BE 
ISSUED 

 
PURPOSE 

Ordinance No. 2003-14 adopted on September 22, 
2003, as amended by Ordinance No 2004-05, adopted 
on April 19, 2004, as amended by Ordinance No 
2005-04, adopted on March 21, 2005, as amended by 
Ordinance No 2006-17, adopted on August 14, 2006 

$60,000 Vliet Street, Road, 
Curb and Sidewalk 
Improvements  

Ordinance No. 2006-08 adopted on April 3, 2006, as 
amended by Ordinance No 2006-15, adopted on June 
26, 2006 and as amended by Ordinance No. 09-08, 
adopted on March 23, 2009. 

$100,000 Road  
Improvements 

Ordinance No 2007-10 adopted on July 7, 2007 as 
amended by Ordinance No. 08-13, adopted August 18, 
2008, as amended by Ordinance 09-18, adopted 
December 21, 2009, and as amended by Ordinance No. 
10-11, adopted December 6, 2010. 

$945,000 Road 
Improvements 

Ordinance No 2008-12 adopted on June 23, 2008  $30,000 Acquisition Of An 
Ambulance 

Ordinance No. 2012-05 Adopted April 23, 2012 $250,000 Acquisition Of 
Vehicles 

Total: $1,385,000  

 
  

Water-Sewer Utility Bonds 
 
ORDINANCE NO. AND DATED OF ADOPTION 

BONDS TO BE 
ISSUED 

 
PURPOSE 

Ordinance No 2005-07 adopted on June 13, 2005, as 
amended by Ordinance No 2006-09, adopted April 3, 
2006 

$120,000 Various 
Water/Sewer 
Improvements 

Ordinance No. 2009-11 on adopted on July 6, 2009 $350,000 Various 
Water/Sewer 
Improvements 

Ordinance No. 2005-07 on adopted on June 13, 2005, 
as amended by Ordinance No.2006-09, adopted April 
4, 2006. 
 

$300,000 Various 
Water/Sewer 
Improvements 

Ordinance No 2012-03 on adopted March 19, 2012 $1,238,000 Water-Sewer 
Utility 
Improvements 

Ordinance No. 2012-04 adopted on April 2 3, 2012 $313,000 Water-Sewer 
Utility 
Improvements 

Total: $2,321,000  
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REFUNDING PLAN 
 

The Refunding Bonds are being issued to effect the refunding of the Refunded Bonds pursuant to 
the Borough’s refunding plan (the “Refunding Plan”). The Refunding Plan calls for the advance refunding 
and redemption of the Refunded Bonds on December 1, 2012 (the “Redemption Date”) at 100% of the 
principal amount of the Refunded Bonds (the “Redemption Price“). 

 
The proceeds of the Refunding Bonds are to be applied to the purchase of direct non-callable 

obligations of, or obligations the principal of and interest on which are unconditionally guaranteed by, the 
United States of America (State and Local Government Series) (the “Government Obligations”) with any 
investment earnings thereon, together with any cash remaining after the purchase of the Government 
Obligations, will be sufficient to make payments when due of principal of, interest on, and Redemption 
Price, payable with respect to the Refunded Bonds. The Government Obligations (together with any cash 
remaining after the purchase of the Government Obligations) are required to be held in an escrow fund (the 
“Escrow Deposit Fund”) by The Bank of New York Mellon, Woodland Park, NJ and Dallas, TX (the 
“Escrow Agent”) for the Refunded Bonds pursuant to the terms of an escrow deposit agreement with the 
Borough (the “Escrow Deposit Agreement”). 
 

The Refunding Plan calls for the Escrow Agent, pursuant to the Escrow Deposit Agreement, to pay, 
from the Escrow Deposit Fund, when due, interest on and principal of the Refunded Bonds and, in 
accordance with the terms of the Refunded Bonds, to call the Refunded Bonds for early redemption on the 
Redemption Date at the Redemption Price. 

 
The holders of the Refunded Bonds will have a lien on all cash and securities in the Escrow Deposit 

Fund. Upon payment of all of the Refunded Bonds, the Escrow Deposit Agreement, subject to certain 
conditions precedent, shall terminate. The maturing Government Obligations, together with interest 
earnings thereon and cash held in the Escrow Deposit Fund, will be verified to be sufficient to meet all 
required payments of principal of, interest on, and Redemption Price payable with respect to the Refunded 
Bonds. See “VERIFICATIONOF MATHEMATICAL ACCURACY” herein. 
 

OPTIONAL REDEMPTION 
 
 The Bonds will not be subject to redemption prior to maturity.   
 

BOOK-ENTRY ONLY SYSTEM 
 

 The description which follows of the procedures and record keeping with respect to 
beneficial ownership interests in the Bonds, payment of principal and interest, and other payments on 
the Bonds to DTC Participants or Beneficial Owners (as such terms are defined or used herein), 
confirmation and transfer of beneficial ownership interests in the  Bonds and other related transactions 
by and between DTC, DTC Participants and Beneficial Owners, is based on certain information 
furnished by DTC to the Authority. Accordingly, the Authority does not make any 
representations concerning these matters. 

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) or such other name as may 
be requested by an authorized representative of DTC. One fully-registered Bond certificate will be issued 
for each year of maturity of the Bonds, in the aggregate principal amount of each maturity, and will be 
deposited with DTC. 
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DTC, the world’s largest securities 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 Participants are on file with the Securities 
and Exchange Commission. More information about DTC can be found at www.dtcc.com and 
www.dtc.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 (“Beneficial Owner”) is in turn to be recorded on the Direct 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 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 and Indirect Participants 
acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing 
their ownership interests in 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 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. Beneficial Owners of the Bonds may wish to take 
certain steps to augment the transmission to them of notices of significant events with respect to the 
Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Bond documents. 
Beneficial Owners of the Bonds may wish to ascertain that the nominee holding the Bonds for their 
benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial  
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Owners may wish to provide their names and addresses to the registrar and request that copies of notices 
be provided directly to them. 

 
Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue are 

being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct 
Participant in such issue 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 Authority 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 and interest payments and redemption proceeds, if any, 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 Authority or the Trustee, on the payable date in 
accordance with their respective holdings shown on DTC’s records.  Payments by 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 Participant and not of DTC, nor its nominee, the Trustee or the Authority, 
subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of 
principal and interest and redemption proceeds, if any, to Cede & Co. (or such other nominee as may be 
requested by an authorized representative of DTC) is the responsibility of the Authority or the 
Trustee, disbursement of such payments to Direct Participants is the responsibility of DTC, and 
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 

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

 
 DTC may discontinue providing its services as depository with respect to the Bonds at any time by 
giving reasonable notice to the Borough as Paying Agent.  Under such circumstances, in the event that a 
successor depository is not obtained, Bond certificates are required to be printed and delivered. 
 
 The Borough may decide to discontinue use of the system of book-entry-only transfers through 
DTC (or a successor securities depository).  In that event, Bond certificates will be printed and delivered to 
DTC. 
 
 The information in this section concerning DTC and DTC’s book-entry system has been obtained 
from sources that the Borough believes to be reliable, but the Borough takes no responsibility for the 
accuracy thereof. 
 
 THE PAYING AGENT WILL NOT HAVE ANY RESPONSIBILITY OR OBLIGATION TO 
SUCH DTC PARTICIPANTS OR THE PERSONS FOR WHOM THEY ACT AS NOMINEES WITH 
RESPECT TO THE PAYMENTS TO OR PROVIDING OF NOTICE FOR THE DTC PARTICIPANTS, 
OR THE INDIRECT PARTICIPANTS, OR BENEFICIAL OWNERS. 
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 SO LONG AS CEDE & CO. IS THE REGISTERED OWNER OF THE BONDS, AS NOMINEE 
OF DTC, REFERENCES HEREIN TO THE BONDHOLDERS OR REGISTERED OWNERS OF THE 
BONDS (OTHER THAN UNDER THE CAPTION “TAX EXEMPTION”) SHALL MEAN CEDE & CO. 
AND SHALL NOT MEAN THE BENEFICIAL OWNERS OF THE BONDS. 
 
Discontinuation of Book-Entry Only System 
 
 If the Borough, in its sole discretion, determines that DTC is not capable of discharging its duties, 
or if DTC discontinues providing its services with respect to the Bonds at any time, the Borough will 
attempt to locate another qualified Securities Depository.  If the Borough fails to find such Securities 
Depository, or if the Borough determines, in its sole discretion, that it is in the best interest of the Borough 
or that the interest of the Beneficial Owners might be adversely affected if the book-entry only system of 
transfer is continued (the Borough undertakes no obligation to make an investigation to determine the 
occurrence of any events that would permit it to make such determination) the Borough shall notify DTC of 
the termination of the book-entry only system. 
 
 In the event that the book-entry only system for the Bonds is discontinued, the Borough has 
provided that upon receipt of the Bond certificates from DTC and the Participant information, the 
Borough will authenticate (or cause to be authenticated) and deliver definitive Bonds to the holders 
thereof, and the principal of and interest on the Bonds will be payable and the Bonds may thereafter 
be transferred or exchanged in the manner described in the Bond certificates so provided. 

 
PROVISIONS FOR THE PROTECTION OF GENERAL OBLIGATION DEBT 

 
Local Bond Law (N.J.S.A. 40A:2-1 et seq.) 
 
 The Bonds are issued pursuant to the provisions of the Local Bond Law, N.J.S.A. 40A:2-1 et seq.  
The Local Bond Law governs the issuance of bonds and notes by municipalities 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 bonded and that bonds must be retired in serial 
installments.  A 5% cash down payment is generally required toward the financing of expenditures for 
municipal purposes.  All bonds and notes issued by the Borough are general full faith and credit 
obligations. 
 
Local Budget Law (N.J.S.A. 40A:4-1 et seq.) 
 
 The foundation of the New Jersey local finance system is the annual cash basis budget.  Every 
local unit must adopt an annual operating budget in the form required by the Division of Local Government 
Services, Department of Community Affairs, State of New Jersey (the “Division”).  Items of revenue and 
appropriation are regulated by law and the proposed operating budget must be certified by the Director of 
the Division (the “Director”) prior to final adoption.  The Local Budget Law requires the Borough to 
appropriate sufficient funds for payment of current debt service, and the Director is required to review the 
adequacy of such appropriations, among others, for certification. 
 
 Tax anticipation notes are limited in amount by law and must be paid off in full within 120 days of 
the close of the fiscal year. 
 
 The Director has no authority over individual operating appropriations, unless a specific amount is 
required by law, but the review functions, focusing on anticipated revenue, serve to protect the solvency of 
the Borough.  The Borough budget by law and regulation of the Division must be in balance, on a cash 
basis, 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 must be 
raised in the succeeding year's budget. 
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Capital Budget 
 
 In accordance with the Local Budget Law, the Borough must adopt a statement of capital 
undertakings underway or projected for a period not greater than the next ensuing six 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 six 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 from the annual 
operating budget if the terms were detailed. 
 
Operation of Utilities 
 
 Municipal public utilities are supported, in addition to the general taxing power upon real property, 
by the revenues generated by the respective operations of the utilities.  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 budget of the utilities.  
Deficits or anticipated deficits in utility operations that cannot be provided for from utility surplus, if any, 
are required to be raised in the “Current” or operating budget. 
 
Municipal “Cap” Law 
 

A statute passed in 1976, as amended and supplemented (N.J.S.A. 40A:4-45.1 et seq.), commonly 
known as the “Cap Law”, imposed limitations on increases in municipal appropriations subject to various 
exceptions.  While the Cap Law restricts the ability of a municipality to increase its overall appropriations, 
the payment of debt service is an exception from this limitation.  The Cap formula is somewhat complex, 
but basically, it permits a municipality to increase its overall appropriations by the lesser of 2.5% or the 
Cost-of-Living Adjustment (“COLA”).  Increases up to 3.5% are allowed by adoption of an ordinance 
whenever the COLA is less than 2.5%.  IF the COLA is greater than 2.5%, an increase in any amount 
above 2.5% will be permitted by adoption of an ordinance to 3.5% and beyond 3.5% upon passage of 
referendum.  The COLA is the rate of annual percentage increase in the Implicit Price Deflator for State 
and Local Government purchases of goods and services computed by the U.S. Department of Commerce.   
Exceptions to the limitations imposed by the Cap Law also exist for other items including capital 
expenditures; extraordinary expenses approved by the Local Finance Board for implementation of an 
interlocal services agreement; expenditures mandated as a result of certain emergencies; and certain 
expenditures for services mandated by law.  The Cap Law does not limit the obligation of the Borough to 
levy and ad valorem taxes upon all taxable real property within the Borough to pay debt service.  

 
Chapter 62 of the Pamphlet Laws of 2007 imposed restrictions upon the allowable annual increase 

in the tax levy.  In general, starting with the 2008 budgets for calendar year municipalities and 2009 for 
fiscal year municipalities, municipalities have their tax levies limited to a four percent (4%) increase.  The 
cap calculation is subject to various adjustments, such as the value of increased assessments, and allows for 
an increase in the adjusted tax levy for various items, including amounts required to be added to the 
adjusted tax levy for increases in debt service, amounts required to replace reductions in State formula aid, 
certain increased pension contributions, increases greater than four percent (4%) in the reserve for 
uncollected taxes, and increases in health care costs in excess of four percent (4%) (but not in excess of the 
percentage increase in the State Health Benefits Program).  The law also allows the Local Finance Board to 
grant waivers for extraordinary circumstances (some of which are defined in the Law) and authorizes a 
municipality to submit a public question to the voters for approval (by an affirmative vote of at least sixty 
percent (60%) to increase the amount to be raised by taxation by more than the allowable adjusted tax levy. 

 
 
 
 

8 



 

 
 

 
On July 13, 2010, P.L. 2010, c.44 was approved, effective for budget years following enactment, 

reducing tax levy cap to 2% and limiting the exclusions to amounts required to be raised by taxation for debt 
service as defined by law, certain pension contributions and health care costs in excess of 2% and 
extraordinary costs directly related to a declared emergency. Voter approval may be requested to increase 
the amount to be raised by taxation by more than the allowable adjusted tax levy. 

 
For municipalities, the levy cap is in addition to the existing appropriation cap; both cap laws must 

be met.  Neither cap law limits the obligation of the Borough to levy ad valorem taxes upon all taxable real 
property within the Borough to pay debt service. 

 
The Borough’s appropriation and tax levy increases for 2012 were within the limits allowed by the 

CAP Law and Chapter 62, taking into account applicable adjustments and without requesting any waivers 
from the Local Finance Board. 

 
Tax Levy “Cap” 
 

Chapter 62 of P.L. 2007 imposes limitations on increases in the tax levies of municipalities, 
counties, and fire districts subject to various exclusions. Beginning with the preparation of Fiscal 2008 
budgets the amount to be raised by taxation by a local unit shall not exceed the sum of new ratables, the 
adjusted tax levy, and the total of waivers approved by the Local Finance Board pursuant to section 11 of 
P.L. 2007, c.62 (C.40A:4-45.46).  “New Ratables” means the product of the taxable value of any new 
construction or improvements times the tax rate of the local unit for its previous tax year.  “Adjusted tax 
levy” means an amount not greater than the amount to be raised by taxation of the previous fiscal year, less 
any waivers from a prior fiscal year multiplied by 1.04, to which the sum of exclusions defined in 
subsection b. of section 10 of P.L. 2007, c.62 (C:40A:4-45.45) shall be added.  Exclusions pursuant to this 
section are: (1) increases in amounts required to be raised for (a) all debt service and (b) lease payments 
with county improvement authorities in effect at the time of the passing of the legislation; (2) increases in 
amounts required to be raised to replace State formula aid due to a reduction in State formula aid from the 
previous local budget year; (3) increases in amounts for certain pension contributions set forth in section 5 
of P.L. 2003, c.108 (C.40A:4-45.43) for the years set forth in that section; (4) any increase greater than four 
percent in the reserve for uncollected taxes that is required by law; (5) 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 four 
percent 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: (6) 
Notwithstanding the above provisions, when the appropriation for all debt service is less than the amount 
appropriated for all debt service in the prior fiscal year, the amount of the difference shall be deducted from 
the sum of the exclusions listed above as (1) through (5) .  If there are no exclusions, then the amount of the 
difference shall reduce the adjusted tax levy by that amount.  Any cancelled or unexpended appropriations 
for any exclusion pursuant to this subsection or waiver, also shall be deducted from the sum of the 
exclusions listed above as (1) through (5) or directly reduce the adjusted tax levy if there are no exclusions.  
The Tax Levy Cap does not limit the obligations of the Borough to levy ad valorem taxes upon all taxable 
real property within the Borough to pay debt service on the Bonds. 

 
Miscellaneous Revenues 

 
The Local Budget Law (N.J.S.A. 40A:4-26) provides that:  “No miscellaneous revenues from any 

source shall be included as an anticipated revenue in the budget in an amount in excess of the amount of 
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 expectations 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.” 
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Real Estate Taxes 
 
 N.J.S.A. 40A:4-29 of the Local Budget Law governs anticipation of delinquent tax collections:  
“The 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 of the Local Budget Law provides with regard to current taxes that:  “Receipts 
from the collection of taxes levied or to be levied in a municipality or, in the case of a county, for general 
county purposes and payable in a 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 (the “Reserve for 
Uncollected Taxes”) be added to the tax levy 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 be at least equal to the tax levy 
required to balance the budget.  The reserve for uncollected taxes requirement is calculated as follows: 
 

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

 
Deferral of Current Expenses 
 
 Emergency appropriations (those made after the adoption of the budget and determination of the 
tax rate) may be authorized by the Borough Council.  With minor exceptions, however, such 
appropriations must be included in full in the following year's budget.  Under the Cap Law, any emergency 
appropriation must be declared by resolution in accordance with the Local Budget Law, must be approved 
by at least two-thirds of the Borough Council and must be approved by the Director.  When such 
appropriations exceed 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 ice, 
snow, and flood damage to streets, roads, and bridges which may be amortized over three years; and tax 
map preparation, re-evaluation programs, revision and codification of ordinances, master plan preparations, 
and drainage map preparation for flood control purposes which may be amortized over five years. 
 
Budget Transfers 
 
 Budget transfers provide a degree of flexibility and afford a control mechanism.  Transfers 
between major appropriation accounts are prohibited until the last two months of the year.  Although 
sub-accounts within an appropriation account are not subject to the same year-end transfer restriction, they 
are subject to internal review and approval. 
 
Local Fiscal Affairs Law (N.J.S.A. 40A:5-1 et seq.) 
 
 This law regulates the non-budgetary financial activities of local governments.  An annual, 
independent audit of the local unit's accounts for the previous year must be performed by a licensed 
Registered Municipal Accountant.  The audit, conforming to the Division of Local Government Services 
“Requirements of Audit”, includes recommendations for improvement of the local unit's financial 
procedures and must be filed with the Clerk of the local governmental unit and with the Director within six 
(6) months after the close of the local unit's fiscal year, unless the Director extends the time to complete and 
file the audit.  A synopsis of the audit report, together with all recommendations made, must be published 
in a local newspaper within 30 days of its completion. 
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 The Finance Officer of every local unit must file annually with the Director a verified statement of 
the financial condition of the local unit.  The entire annual audit report is filed with the Municipal Clerk 
and is available for review during business hours.  
 
Debt Limit 
 
 The authorized bonded indebtedness of the Borough is limited by statute, subject to the exceptions 
noted below, to an amount equal to 3-1/2% of its stated equalized valuation basis.  The stated equalized 
valuation basis of the Borough is set by statute as the average for the last three 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.  Certain categories of debt are permitted by statute to 
be deducted for purposes of computing the statutory debt limit. 
 
 The Bonds are included in the computation of debt for the purpose of the statutory debt limit.  The 
issuance of the Bonds will not cause the Borough's indebtedness to exceed the statutory limit, as shown in 
Appendix “A”. 
 
Exceptions To Debt Limit 
 
 The Borough may exceed its debt limit with the approval of the Local Finance Board. If all or any 
part of the proposed debt authorization would exceed its debt limit, the Borough must apply to the Local 
Finance Board for an extension of credit.  If the Local Finance Board determines that a proposed debt 
authorization would not materially impair the credit of the Borough or substantially reduce the ability of the 
Borough to meet its obligations or to provide essential services or make other statutory determinations, 
approval is granted.  In addition to the aforesaid, debt in excess of the debt limit may be issued to fund 
certain notes, to provide for self-liquidating purposes and, in each fiscal year, to provide for purposes in an 
amount not exceeding two-thirds of the amount budgeted in such fiscal year for the retirement of 
outstanding obligations (exclusive of obligations issued for utility or assessment purposes). 
 
School Debt 
 
 State law permits local school districts, upon approval of the voters, to authorize school district 
debt, including debt in excess of its independent debt limitation by using the available borrowing capacity 
of the Borough.  If such debt is in excess of the school district debt limit and the remaining borrowing 
capacity of the Borough, the State Department of Education and the Local Finance Board must approve the 
proposed debt authorization before it is submitted to the voters. 
 
Short-Term Financing 
 
 The Borough may issue short-term “bond anticipation 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.  Bond anticipation notes for capital improvements may be issued in an aggregate  
 
 
amount not exceeding the amount specified in the ordinance, as amended and supplemented, creating such 
capital expenditure less, generally, a cash down payment of 5%.  Bond anticipation notes may be issued 
and renewed for one-year periods, with the final maturity not exceeding ten years plus the period from the 
notes' maturity to the end of the fiscal year in which the notes mature plus four months in the next following 
fiscal year from the date of original issuance.  Beginning in the third year, the amount of notes that may be 
issued is decreased by the minimum amount required for the first year's principal payment for a bond issue. 
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TAX MATTERS 
 
Federal Tax Exemption 
 
 In the opinion of Bond Counsel, under existing statutes, regulations, rulings and court decisions, 
interest on the Bonds will not be includable in the gross income of the holders thereof for federal income tax 
purposes and will not be a specific preference item for purposes of computing the federal alternative 
minimum tax imposed on individuals and corporations.  However, interest on the Bonds is taken into 
account in determining adjusted current earnings for the purpose of computing the federal alternative 
minimum tax imposed on corporations (other than an S corporation, regulated investment company, real 
estate investment trust or real estate mortgage investment conduit).  In addition, interest on the Bonds is 
included in effectively connected earnings and profits for purposes of computing branch profits tax on 
certain foreign corporations doing business in the United States.  Further, interest on the Bonds may be 
subject to federal income taxation under Section 1375 of the Internal Revenue Code of 1986, as amended 
(“Code”), for S corporations which have Subchapter C earnings and profits at the close of the taxable year.  
 
Bond Premium 

 
The difference between the principal amount of the Bonds (the “Premium Bonds”) and the initial 

offering price to the public (excluding bond houses, brokers or similar persons or organizations acting in the 
capacity of underwriters or wholesalers), at which price a substantial amount of the Premium Bonds of the 
same maturity was sold, constitutes to an initial purchaser amortizable bond premium which is not 
deductible from gross income for federal income tax purposes. The amount of amortizable bond premium 
for a taxable year is determined actuarially on a constant interest rate basis over the term of each Premium 
Bond. For purposes of determining gain or loss on the sale or other disposition of a Premium Bond, an 
initial purchaser who acquires such obligation in the initial offering to the public at the initial offering price 
is required to decrease such purchaser’s adjusted basis in such Premium Bond annually by the amount of 
amortizable bond premium for the taxable year. The amortization of bond premium may be taken into 
account as a reduction in the amount of tax-exempt income for purposes of determining various other tax 
consequences of owning the Premium Bonds. Owners of the Premium Bonds are advised that they should 
consult with their own tax advisors with respect to the state and local tax consequences of owning the 
Premium Bonds. 
 
New Jersey Tax Exemption 
 
 In the opinion of Bond Counsel interest on the Bonds and any gain on the sale thereof is not 
includable as gross income under the New Jersey Gross Income Tax Act. 
 
Alternative Minimum Tax 
 
 The Code provides that an alternative minimum tax is imposed on corporations at a rate of twenty 
percent (20%).  For purposes of the corporate alternative minimum tax, the Code includes an increase 
adjustment for computation of the alternative minimum tax consisting generally of seventy five percent 
(75%) of the amount by which “adjusted current earning” exceed alternative minimum taxable income 
(computed without regard to this adjustment and the alternative tax net operating loss deduction).  The 
Bonds do not qualify for the exclusion of the interest thereon in calculating “adjusted current earnings” as 
implemented by Section 1503(b) of the American Recovery and Reinvestment Act of 2010.  Thus, to the 
extent that interest on the Bonds is a component of a corporate holder’s “adjusted current earnings,” a 
portion of that interest may be subject to an alternative minimum tax. 
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Branch Profits Tax 
 
 Section 884 of the Code imposes on foreign corporations a branch profits tax equal to 30% of the 
“dividend equivalent amount” for the taxable year, unless modified, reduced or eliminated by income tax 
treaty in certain instances.  Interest on the Bonds received or accrued by a foreign corporation subject to 
the branch profits tax may be included in computing the “dividend equivalent amount” of such corporation 
for purposes of the branch profits tax. 
 
S Corporation Tax 
 
 Section 1375 of the Code imposes a tax on the “excess net passive income” of certain S 
Corporations with passive investment income in excess of 25% of the gross receipts for a taxable year.  
The U.S. Department of Treasury has issued regulations indicating that interest on tax-exempt bonds held 
by an S corporation, such as the Bond, would be included in the calculation of excess net passive income. 
 
Bank Qualification 
 
 The Bonds will be designated as qualified under Section 265 of the Code by the Borough for an 
exemption from the denial of deduction for interest paid by financial institutions to purchase or to carry 
tax-exempt obligations. 
 
 The Code denies the interest deduction for certain indebtedness incurred by banks, thrift 
institutions and other financial institutions to purchase or to carry tax-exempt obligations.  The denial to 
such institutions of one hundred percent (100%) of the deduction for interest paid on funds allocable to 
tax-exempt obligations applies to those tax exempt obligations acquired by such institutions after August 
7, 1986.   
 
 For certain issues, which are eligible to be designated and which are designated by the issuer as 
qualified under Section 265 of the Code, eighty percent (80%) of such interest may be deducted as a 
business expense by such institutions. 

 
Other Federal Tax Consequences 
 
 Owners of the Bonds should be aware that the ownership of tax-exempt obligations may result in 
other collateral federal income tax consequences to certain taxpayers, including property and casualty 
insurance companies, individual recipients of Social Security and Railroad Retirement benefits, and 
taxpayers who may be deemed to have incurred or continued indebtedness to purchase or to carry 
tax-exempt obligations.  Owners of the Bonds should consult their own tax advisors as to the applicability 
and the effect on their federal income taxes of the alternative minimum tax, the branch profits tax and the 
tax on S corporations, as well as the applicability and the effect of any other federal income tax 
consequences. 
 
 The Borough has covenanted to comply with any continuing requirements that may be necessary to 
preserve the exclusion from gross income for purposes of federal income taxation of interest on the Bonds 
under the Internal Revenue Code of 1986, as amended (the “Code”).  These covenants relate to, inter alia, 
the use and investment of proceeds of the Bonds and the rebate to the United States Treasury of specified 
arbitrage earnings, if required.  In rendering its opinion, Bond Counsel has assumed compliance by the 
Borough with such covenants, failure of the Borough to comply with such covenants could result in the 
interest on the Bonds becoming subject to federal income tax from the date of issue. 
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Future Events 
 
 Tac legislation, administrative action taken by tax authorities, and court decisions, whether at the 
Federal or state level, may adversely affect the exclusion from gross income of interest on the Bonds for 
federal income tax purposes, or the exclusion of interest on and any gain realized on the sale of the Bonds 
on the exisiting New Jersey Gross Income Tax Act, and any such legislation, administrative action or court 
decision could adversely affect the market price or marketability of the Bonds. 
 

ALL POTENTIAL PURCHASERS OF THE BONDS SHOULD CONSULT WITH THEIR 
TAX ADVISORS IN ORDER TO UNDERSTAND THE IMPLICATIONS OF THE CODE. 

 
RATING 

 
 Moody’s Investors Service, (the “Rating Agency”) has assigned a rating of “__” to the Bonds. 
 
 The rating reflects only the views of the Rating Agency and an explanation of the significance of 
such rating may only be obtained from the Rating Agency.  The Borough furnished the Rating Agency 
with certain information and materials concerning the Bonds and the Borough.  Generally, the Rating 
Agency bases its rating on such information and materials and also on such investigations, studies and 
assumptions that it may undertake independently.  There can be no assurance that any such rating will be 
maintained for any given period of time or that it may not be raised, lowered or withdrawn entirely if, in the 
Rating Agency's judgment, circumstances so warrant.  Any downward change in or withdrawal of such 
rating may have an adverse effect on the marketability or market price of the Bonds. 
 

MUNICIPAL BANKRUPTCY 
 

 The undertakings of the Borough should be considered with reference to 11 U.S.C. § 101 et seq., as 
amended and supplemented (the “Bankruptcy Code”), and other bankruptcy laws affecting creditors’ rights 
and municipalities in general.  The Bankruptcy Code permits any political subdivision, public agency, or 
instrumentality that is insolvent or unable to meets its debts to commence a voluntary bankruptcy case by 
filing a petition with a bankruptcy court for the purpose of effecting a plan to adjust its debts; directs such a 
petitioner to file with the court a list of 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; and provides that the plan must be accepted in writing by or on behalf of a class of creditors 
holding at least two-thirds in amount and more than one-half in number of the listed creditors of that class.   
The Bankruptcy Code specifically 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 Code. 

 
The Bankruptcy Code provides that special revenue acquired by the debtor after the 

commencement of the case shall remain subject to any lien resulting from any security agreement entered 
into by such debtor before the commencement of such bankruptcy case.  However, any such lien, other 
than municipal betterment assessments, shall be subject to the necessary operating expenses of such project 
or system.  Furthermore, the Bankruptcy Code provides that a transfer of property of a debtor to or for the 
benefit of any holder of a bond or note, on account of such bond or note, may not be avoided pursuant to 
certain preferential transfer provisions set forth in such act. 

 
Reference should also be made to N.J.S.A. 52:27-40 et seq. which provides that a local unit, 

including the Borough, has the power to file a petition in bankruptcy with any United States Court or court 
in bankruptcy under the provisions of the Bankruptcy Code, for the purpose of effecting a plan of 
readjustment of its debts or for the composition of its debts; provided, however, the approval of the 
Municipal Finance Commission must be obtained.  The powers of the Municipal Finance Commission 
have been vested in the Local Finance Board. 
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 The Borough has not authorized the filing of a bankruptcy petition.  This reference to the 
Bankruptcy Code or the State statute should not create any implication that the Borough expects to utilize 
the benefits of their provisions, or that if utilized, 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, or that the Bankruptcy Code could not be amended after the date hereof. 
 

LITIGATION 
 
 There is no litigation pending or, to the knowledge of the Borough Attorney, threatened, restraining 
or enjoining the issuance, sale or the delivery of the Bonds or the levy or the collection of any taxes to pay 
the principal of and the interest on the Bonds or in any manner questioning the authority or the proceedings 
for the issuance, sale or delivery of the Bonds or for the levy or the collection of said taxes, or contesting the 
corporate existence or the boundaries of the Borough or the title of any of its present officers.  There is no 
pending or threatened litigation that would have a material adverse impact on the financial condition of the 
Borough if adversely decided.  A certificate to such effect will be executed by the Borough Attorney and 
delivered to the Underwriters of the Bonds at the closing. 

 
LEGALITY FOR INVESTMENT 

 
 The state and public officers, municipalities, counties, political subdivisions and public bodies, and 
agencies thereof, all banks, bankers, trust companies, savings and loan associations, savings banks and 
institutions, building and loan associations, investment companies, and other persons carrying on banking 
business, all insurance companies, and all executors, administrators, guardians, trustees, and other 
fiduciaries may legally invest any sinking funds, moneys or other funds belonging to them or within their 
control in any bonds of the Borough, including the Bonds, and such bonds are authorized security for any 
and all public deposits. 
 

FINANCIAL ADVISOR 
 
 Phoenix Advisors, LLC, Bordentown, New Jersey served as financial advisor to the Borough (the 
“Financial Advisor”) with respect to the issuance of the Bonds.  Certain information set forth herein has 
been obtained from the Borough and other sources, which are deemed reliable, but no warranty, guaranty or 
other representation as to the accuracy or completeness is made as to such information contained herein.   
There is no assurance that any of the assumptions or estimates contained herein will be realized.  The 
Financial Advisor is a financial advisory firm, and is not engaged in the business of underwriting, 
marketing or trading municipal securities or any other negotiable instrument. 
 

CONTINUING DISCLOSURE 
 
 The Borough has agreed, pursuant to a resolution adopted on May 21, 2012 to undertake for the 
benefit of the Bondholders and the beneficial owners of the Bonds to provide certain secondary market 
disclosure information pursuant to Rule 15c2-12.  Specifically, the Borough will do the following for the 
benefit of the holders of the Bonds and the beneficial owners thereof. 
 
  (A)     No later than seven months after the end of the Borough’s fiscal year (presently December 
31),   commencing with the report for the fiscal year ending December 31, 2012, provide or cause to be 
provided to the Municipal Securities Rulemaking Board (the “MSRB”) in an electronic format, as 
prescribed by the MSRB, annual financial information with respect to the Borough of (i) audited financial 
statements (or unaudited financial statements if audited financial statements are not then available by the 
date of filing, which audited financial statements will be delivered when and if available) of the Borough 
and (ii) certain financial information and operating data consisting of (a) information concerning the  
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Borough’s debt, overlapping indebtedness, ta rate, levy and collection data, property valuation and fund 
balance of the type contained in “Appendix A- Certain Information of the Borough of Spotswood” under 
the headings “Budget Information”, “Financial Information” and “Debt Information”, and (b) the 
Borough’s most recent adopted budget.  The audited financial statements will be prepared in accordance 
with mandated State statutory accounting principles, as in effect from time to time.  Audited financial 
statements if not available by the filing date will be submitted separately when available. 
 
  (B)     Provide or cause to be provided in a timely manner not in excess of ten days after the 
occurrence of the event, notice of the occurrence of any of the following events with respect to the Bonds: 
 

(1) Principal or 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-TEB0 or other 
material notices or determinations with respect to the tax status of the Bonds, or other material 
events affecting the tax status of the Bonds; 

(7) Modifications to the rights of the Bondholders, if material; 
(8) Bond calls, if material, and tender offers; 
(9) Defeasances; 
(10) Release, substitution or sale of property which secures the repayment of the Bonds, if 

material; 
(11) Rating changes; 
(12) Bankruptcy insolvency, receivership or similar event of the Borough (the event is considered 

to occur when ay of the following occur:  the appointment of a receiver, fiscal agent or 
similar officer of the Borough in a proceeding under the U.S. Bankruptcy Code or in any other 
proceeding under state or federal law in which a court or governmental authority has assumed 
jurisdiction over substantially all of the assets or business of the Borough, or if such 
jurisdiction has been assumed by leaving the existing governing body and officials or officers 
in possession but subject to the supervision and orders of a court or governmental authority, or 
the entry of an order confirming a plan of reorganization, arrangement or liquidation by a 
court of governmental authority having supervision or jurisdiction over substantially all of the 
assets or business of the Borough); 

 
 (13)The consummation of a merger, consolidation, or acquisition involving the Borough or the 

sale of all or substantially all of the assets of the Borough, 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. 

 
  (C)  Provide or cause to be provided, in a timely manner, to the MSRB notice of the failure of 
the Borough to provide required annual financial information on or before the date specified above.  
 
  All documents provided to the MSRB shall be accompanied by identifying information as 
prescribed by the MSRB.   
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  If the Borough fails to comply with the above-described undertaking, any Bondholder or beneficial 
owner of the Bonds may pursue an action for specific performance to enforce the rights of all Bondholders 
and beneficial owners with respect to such undertaking; provided, however, that failure to comply with 
such undertaking shall not be an event of default and shall not result in any acceleration of payment of the 
Bonds or any ability by the Borough for monetary damages.  All actions shall be instituted, had and 
maintained in the manner provided in this paragraph for the benefit of all Bondholders and beneficial 
owners of the Bonds. 
 
  The Borough reserves the right to terminate its obligation to provide annual financial information 
and notice of material events, as set forth above, if and when the Borough no longer remains an “obligated 
person” with respect to the Bonds within the meaning of Rule 15c2-12. 
 
  The undertaking may be amended by the Borough from time to time, without consent of the 
Bondholders or the beneficial owners of the Bonds, in order to make modifications required in connection 
with a change in legal requirements, a change in law or a change in identity, nature, type of operation of 
status of the Borough, which in the opinion of nationally recognized bond counsel complies with Rule 
15c2-12 and does not, in such bond counsel’s opinion, materially impair the interests of the Bondholders 
and the beneficial owners of the Bonds. 
 
  The Borough is in compliance with its previous undertakings to provide required annual financial 
information. 
 
SEE:  “Continuing Disclosure Agreement” set forth in Appendix “C” attached hereto.   
 

NO DEFAULT 
 
 There is no record of default in the payment of the principal of or interest on the bonds or notes of 
the Borough. 
 

UNDERWRITING 
 

 The New Money Bonds are being purchased from the Borough by __________. (“New Money 
Underwriter”), at the purchase price of $________in accordance with the Notice of Sale. The New Money 
Underwriter is obligated to purchase all of the New Money Bonds if any New Money Bonds are purchased. 
 
 The Refunding Bonds are being purchased from the Borough by __________. (“Refunding 
Underwriter”, and together with the New Money Underwriter, the “Underwriter”)), at the purchase price of 
$_________in accordance with the Notice of Sale. The Refunding Underwriter is obligated to purchase all 
of the Refunding Bonds if any Refunding Bonds are purchased. 
 
 The Underwriter intends to offer the Bonds to the public initially at the offering yields 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 yields higher than the public offering prices set forth on the cover page, and 
such public offering yields may be changed, from time to time, by the Underwriter without prior notice. 
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VERIFICATION OF MATHEMATICAL ACCURACY 
 
 The accuracy of: (i) arithmetic computations supporting the conclusion that the principal amounts 
of, and interest earned on, the government obligations to be acquired with the proceeds of the Refunding 
Bonds are sufficient to pay the principal or redemption price of and interest on the Refunded Bonds; and (ii) 
the mathematical computations supporting the conclusion that the Refunding Bonds will not be “arbitrage 
bonds” under the Code, will be independently verified by Causey Demgen & Moore Inc., Denver, 
Colorado. 

 
APPROVAL OF LEGAL PROCEEDINGS 

 
 The issuance, sale and delivery of the Bonds are subject to the approval of Law Office of John G. 
Hudak, Esq., LLC, Linden, New Jersey, Bond Counsel, whose approving legal opinion will be delivered 
with the Bonds substantially in the form set forth as Appendix “D”.  Certain legal matters will be passed on 
for the Borough by its Counsel, Patrick Diegnan, Esq. 

 
PREPARATION OF OFFICIAL STATEMENT 

 
 The Borough hereby states that the descriptions and statements herein, including financial 
statements, are true and correct in all material respects and it will confirm to the Underwriter of the Bonds, 
by a certificate or certificates signed by the Chief Financial Officer that, to his knowledge, such descriptions 
and statements, as of the date of the Official Statement and as of the date of closing, 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 the statements therein, in light of the circumstances under which they are made, not 
misleading. 
 
 Samuel Klein and Company assisted in the preparation of information from the Borough and other 
sources which the Borough considers to be reliable, but the Borough and Samuel Klein and Company make 
no warranty, guaranty or other representation with respect to the accuracy and completeness of such 
information contained herein. 
 

FINANCIAL STATEMENTS 
 
 Appendix “B-1” contains unaudited financial date of the Borough from its Annual Financial 
Statement for the year ending December 31, 2011. Appendix “B-2” contains audited financial data of the 
Borough for the Borough’s fiscal year ending December 31, 2010.  Such financial data for December 31, 
2010 was audited by Gerard Stankiewicz, CPA, RMA of Samuel Klein and Company, Freehold, New 
Jersey, to the extent and for the period set forth in their report appearing in Appendix “B-2”, and are 
included herein in reliance upon the authority of such firm.  Gerard Stankiewicz, CPA, RMA of Samuel 
Klein and Company has consented to the inclusion of their report in this Official Statement. 
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ADDITIONAL INFORMATION 
 
 Inquiries regarding this Official Statement, including any information additional to that contained 
herein, may be directed to Barbara Petren, Chief Financial Officer, Borough of Spotswood, 77Summerhill 
Road, Spotswood, New Jersey 08884, telephone (732) 251-0700, extension 830. 

 
MISCELLANEOUS 

 
 This Official Statement is not to be construed as a contract or agreement between the Borough and 
the purchasers or holders of any of the Bonds.  Any statements made in this Official Statement involving 
matters of opinion, whether or not expressly so stated, are intended merely as opinions and not as 
representations of fact.  The information and expressions of opinion contained herein are subject to change 
without notice and neither the delivery of this Official Statement nor any sale of Bonds made hereunder 
shall, under any circumstances, create any implication that there has been no change in the affairs of the 
Borough since the date hereof. 
 
 
 
 BOROUGH OF SPOTSWOOD 
 COUNTY OF MIDDLESEX, NEW JERSEY 

 
 
 

 By:  
 Barbara Petren, Chief Financial Officer 
 
Date: May __, 2012 
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APPENDIX C

FORM OF CONTINUING DISCLOSURE CERTIFICATE
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CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and delivered by is executed

by the Borough of Spotswood, in the County of Middlesex, State of New Jersey (the “Township” or “Issuer”), in

connection with the issuance of $2,500,000* General Obligation Water-Sewer Utility Refunding Bonds, Series 2012 (the

“Refunding Bonds”), and $3,706,000* General Obligation Bonds, Series 2012, consisting of: $1,385,000* General

Improvement Bonds, Series 2012, and $2,321,000* Water/Sewer Utility  Bonds, Series 2012 (collectively, the “New

Money Bonds” and together with the Refunding Bonds, the “Bonds”) of the Borough dated June 1, 2012. The Bonds

are being issued pursuant to a resolution entitled, “Bond Resolution Providing for the Sale and Issuance of General

Obligation Bonds of the Borough Not to Exceed $6,206,000 in Principal Amount Consisting of Not to Exceed

$1,385,000 General Obligation General Improvement Bonds, $2,321,000 General Obligation Water-sewer Utility Bonds

and $2,500,000 General Obligation Water-sewer Utility Refunding Bonds and Determining the Form and Other Details

of Such Bonds Authorized in and by the Borough of Spotswood, in the County of Middlesex, New Jersey” (the

“Resolution”), duly adopted by the Mayor and Council on May 21, 2012. The proceeds of the Refunding Bonds are being

issued pursuant to a refunding bond ordinance of the Borough adopted on October 17, 2011, and a resolution adopted

by the Borough Council on May 21, 2012, to provide for (a) the advance refunding of all or a portion of the Borough’s

originally-issued $3,818,000 Water-Sewer Utility Bonds, Series 2002 maturing on and after December 1, 2013 in the

total principal amount of $2,413,000 (the “Refunded Bonds”), and (b) the payment of certain costs associated with the

issuance of the Refunding Bonds. The proceeds of the New Money Bonds will be used to currently refund the Borough’s

outstanding $2,320,000 General Obligation Bond Anticipation Notes consisting of $1,400,000 General Obligation

General Improvement Bond Anticipation Notes (the “General Improvement Notes”) and $920,000 General Obligation

Water-Sewer Utility Bond Anticipation Notes (the “Water-Sewer Utility Notes” and together with the General

Improvement Notes the “Notes”) maturing on June 20, 2012, as well as to provide additional funds for General

Improvement projects and Water/Sewer Utility projects set forth in the ordinances listed in the Resolution, and pay the

costs of issuance in connection with the issuance of the Bonds.  The Issuer covenants and agrees as follows:

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed and

delivered by the Issuer for the benefit of the Bondholders, including Beneficial Owners, and in order to assist the

Participating Underwriters in complying with S.E.C. Rule 15c2-12(b)(5).

SECTION 2. Definitions. In addition to the definitions set forth in the Resolution, which apply to any

capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the following capitalized

terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the Issuer pursuant to, and as described in, Sections

3 and 4 of this Disclosure Certificate.

“Beneficial Owner” shall mean any person which has or shares the power, directly or indirectly, to make

investment decisions concerning the ownership of any Bonds (including persons holding Bonds through nominee

depositories or other intermediaries).

“Bondholder” or “Holder” or any similar term, when used with reference to a Bond or Bonds, means any person

who shall be the registered owner of any outstanding Bond, including holders of beneficial interests in the Bonds.

“Dissemination Agent” shall mean the Chief Financial Officer of the Borough of Spotswood or any official

thereof, or other entity subsequently designated as such by the Issuer.
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“EMMA” shall mean the Electronic Municipal Market Access system, a website created by the MSRB and

approved by the SEC to provide a central location where investors can obtain municipal bond information including

disclosure documents. The Issuer or the Dissemination Agent shall submit disclosure documents to EMMA as a PDF

file to “Financial Statements” means the audited financial statements of the Issuer for each Fiscal Year, including, 

without limitation, balance sheets, statements of changes in fund balances and statements of current funds, revenues,

expenditures and other charges or statements that convey similar information.

“GAAP” means generally accepted accounting principles as in effect from time to time in the United States of

America, consistently applied, as modified by governmental accounting standards and mandated State statutory principles

applicable to the Issuer as may be in effect from time to time.

“GAAS” means generally accepted auditing standards as in effect from time to time in the United States of

America, consistently applied, as modified by governmental auditing standards and mandated State statutory principles

applicable to the Issuer as may be in effect from time to time.

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.

“MSRB” means the Municipal Securities Rulemaking Board.  The address of the MSRB as of the date of this

Agreement is 1900 Duke Street, Suite 600, Alexandria, VA 22314

“OCBOA” means any other comprehensive basis of accounting as in effect from time to time in the State,

consistently applied.  This basis of accounting is designed primarily for determining compliance with legal provisions

and budgetary restrictions and as a means of reporting on the stewardship of public officials with respect to public funds

and is a comprehensive basis of accounting other than generally accepted accounting principles. OCBOA includes with

the rules and regulations promulgated by the State of New Jersey, Department of Community Affairs relating to

governmental accounting.

“Participating Underwriter” shall mean any of the original underwriters of the Bonds required to comply with

the Rule in connection with offering of the Bonds.

“Repository” shall mean each National Repository and each State Repository.

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under the Securities

Exchange Act of 1934, as the same may be amended from time to time.

“State” shall mean the State of New Jersey.

“State Repository” shall mean any public or private repository or entity designated by the State of New Jersey

as a state repository for the purpose of the Rule.  As of the date of this Agreement, there is no State Repository.

“Tax-exempt” shall mean that interest on the Bonds is excluded from gross income for federal income tax

purposes, whether or not such interest is includable as an item of tax preference or otherwise includable directly or

indirectly for purposes of calculating any other tax liability, including any alternative minimum tax or environmental tax.

SECTION 3. Provision of Annual Reports.

(a) (i) Not later than a date which is ninety (90) days after the date on which the Issuer is to have received

and filed its audited Financial Statements (prepared in accordance with the rules and regulations

promulgated by the State of New Jersey, Department of Community Affairs), as established by the

statutes of the State of New Jersey (N.J.S.A. 40A:5-4 et seq, as currently enacted, or as supplemented

or amended) which date is no later than six (6) months after the close of the fiscal year (the fiscal year
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 is currently the calendar year and thus the audit is to be received by June 30 of each year),  the Issuer

shall, or shall cause the Dissemination Agent, to provide to the MSRB an Annual Report which is

consistent with the requirements of Section 4 of this Disclosure Certificate. The filing of such Annual

Report shall commence not later than December 31, 2013.  Not later than five (5) Business Days prior

to said date, the Issuer shall provide the Annual Report to the Dissemination Agent (if other than the

Issuer). The Annual Report may be submitted as a single document or as separate documents

comprising a package, and may cross-reference other information as provided in Section 4 of this

Disclosure Certificate; provided that the Financial Statements of the Issuer may be submitted

separately from the balance of the Annual Report.

(ii) The Annual Report may be provided to the State Repositories, if any.

(b) If the Issuer is unable to provide an Annual Report by the date required in 

subsection (a), the Issuer shall send a notice to the MSRB, and may send same to 

each Repository, in substantially the form attached as Exhibit A.

(c) The Dissemination Agent shall:

(i) File the Annual Report with the MSRB in an electronic format and accompanied by identifying

information as prescribed by the MSRB.

(ii) file a report with the Issuer certifying that the Annual Report has been provided pursuant to this

Disclosure Certificate, stating the date it was provided to the MSRB and listing all other Repositories to which it was

provided.

SECTION 4. Content of Annual Reports. The Issuer’s Annual Report shall contain or incorporate by

reference the following:

1. The Issuer’s Financial Statement for the prior fiscal year, or unaudited statements if audited

statements are not available.

2. Annual updates of economic information, financial information, schedules of Existing Debt

Maturities, and litigation information in the Official Statement dated June__, 2012, relating to the Issuer.

3. Additional Information which the Issuer or its counsel determine to be material.

Any or all of the items listed above may be incorporated by reference from other documents, including official statements

of debt issues of the Issuer or related public entities, which have been submitted to each of the Repositories or the

Securities and Exchange Commission. If the document incorporated by reference is a final official statement, it must be

available from the MSRB. The Issuer shall clearly identify each such other document so incorporated by reference.

SECTION 5. Reporting of Significant Events.

(a) This Section 5 shall govern the giving of notices of the occurrence of any of the following events with

respect to the Bonds, as applicable, and the Issuer agrees to provide or to cause to be provided to the MRSB, within ten

(10) days of the occurrence of any of the following events with respect to the Bonds:

1. Principal and interest payment delinquencies;

2. Nonpayment related defaults, if material;

3. Unscheduled draws on debt service reserves reflecting financial difficulties;
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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 or determinations with respect to the tax status of the Bonds, or other

material events affecting the tax status of the Bonds;

7. Modifications to rights of Bondholders, if material;

8. Bond calls, if material, and tender offers;

9.  Defeasances of the Bonds;

10. The release, substitution or sale of property securing repayment of the Bonds, if material;

11 . Ratings changes;

12. Bankruptcy, insolvency, receivership or similar event of the Agency;

13. The consummation of a merger, consolidation or acquisition involving the Agency or the sale

of all or substantially all of the assets of the Agency, 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 for the Bonds or the change of name of a

trustee for the Bonds, if material.

(b) Whenever the Issuer obtains knowledge of the occurrence of a Listed Event, the Issuer shall as soon

as possible determine if such event would constitute material information for holders of Bonds, provided, that any event

under subsection (a)(4), (5) or (6) will always be deemed to be material.

(c)      If the Issuer determines that knowledge of the occurrence of a Listed Event would be material, the Issuer

shall promptly file a notice of such occurrence with the MSRB. Notwithstanding the foregoing, notice of Listed Events

described in subsections (a)(4) and (5) need not be given under this subsection any earlier than the notice (if any) of the

underlying event is given to holders of affected Bonds pursuant to the Resolution.

SECTION 6. Termination of Reporting Obligation. The Issuer’s obligations under this Disclosure

Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the Bonds.

SECTION 7. Dissemination Agent. The Issuer may, from time to time, appoint or engage a Dissemination

Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may discharge any such Agent, with

or without appointing a successor Dissemination Agent. 

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure Certificate, the

Issuer may amend this Disclosure Certificate, and any provision of this Disclosure Certificate may be waived, if such

amendment or waiver is supported by an opinion of counsel expert in federal securities laws, to the effect that such

amendment or waiver would not, in and of itself, cause the undertakings herein to violate the Rule if such amendment

or waiver had been effective on the date hereof but taking into account any subsequent change in or official interpretation

of the Rule.
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SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to prevent the

Issuer from disseminating any other information, using the means of dissemination set forth in this Disclosure Certificate

or any other means of communication, or including any other information in any Annual Report or notice of occurrence

of a Listed Event, in addition to that which is required by this Disclosure Certificate. If the Issuer chooses to include any

information in any Annual Report or notice of occurrence of a Listed Event in addition to that which is specifically

required by this Disclosure Certificate, the Issuer shall have no obligation under this Agreement to update such

information or include it in any future Annual Report or notice of occurrence of a Listed Event.

SECTION 10. Default. In the event of a failure of the Issuer to comply with any provision of this Disclosure

Certificate any Bondholder may, at the Bondholder’s cost and expense, take such actions as may be necessary and

appropriate, including seeking mandate or specific performance by court order, to cause the Issuer to comply with its

obligations under this Disclosure Certificate. A default under this Disclosure Certificate shall not be deemed an Event

of Default under the Resolution, and the sole remedy under this Disclosure Certificate in the event of any failure of the

Issuer to comply with this Disclosure Certificate shall be an action to compel performance.

SECTION 11. Duties Immunities and Liabilities of Dissemination Agent. The Dissemination Agent shall

have only such duties as are specifically set forth in this Disclosure Certificate, and the Issuer agrees to indemnify and

save the Dissemination Agent, its officers, directors, employees and agents, harmless against any loss, expense and

liabilities which it may incur arising out of or in the exercise or performance of its powers and duties hereunder, including

the costs and expenses (including attorneys fees) of defending against any claim of liability, but excluding liabilities due

to the Dissemination Agent’s negligence or willful misconduct. The obligations of the Issuer under this Section shall

survive resignation or removal of the Dissemination Agent and payment of the Bonds.

SECTION 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the Issuer, the

Dissemination Agent, the Participating Underwriters and holders from time to time of the Bonds, and shall create no

rights in any other person or entity.

BOROUGH    OF SPOTSWOOD

COUNTY OF MIDDLESEX, NEW JERSEY

By:________________________________       

__________________, Chief Financial Officer

Dated: June__, 2102
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EXHIBIT A

NOTICE OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: Borough of Spotswood                                                                                 

Name of Bond Issue:

$2,500,000* General Obligation Water-Sewer Utility Refunding Bonds, Series 2012 (the “Refunding

Bonds”), and $3,706,000* General Obligation Bonds, Series 2012, consisting of: $1,385,000* General Improvement

Bonds, Series 2012, and $2,321,000* Water/Sewer Utility Bonds, Series 2012 (the “New Money Bonds”, and

collectively with the Refunding Bonds, the “Bonds”)

Date of Issuance: June__, 2012 

NOTICE IS HEREBY GIVEN that the Issuer has not provided an Annual Report with respect to the above-named

Bonds as required by the Resolution dated June 1, 2012 as amended and supplemented, and the Continuing

Disclosure Certificate dated June __, 2012.

The Issuer anticipates that the Annual Report will be filed by ___________________________.

BOROUGH OF SPOTSWOOD

COUNTY OF MIDDLESEX, NEW JERSEY

By:___________

_____________________      ,   Chief Financial Officer

Dated:
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LAW OFFICE OF JOHN G. HUDAK, ESQ., LLC
8 1 2  N O R T H  W O O D  A V E N U E

S U I T E  3 0 4

LINDEN, NEW  JERSEY 07036
(908) 925-0784

(908) 925-0787- FAX
jhudakesq@aol.com

            JOHN G. HUDAK. Esq.

             ____________

           JOANNE JORDAN DOWD, Of Counsel

            ____________

           MARIO A. FERRARO, Esq.

June__, 2012

Mayor and Members of the 

Borough Council

Borough of Spotswood

County of Middlesex

State of New Jersey

Dear Mayor and Council Members:

We have acted as Bond Counsel in connection with the issuance by the Borough Of Spotswood, County of

Middlesex, New Jersey (hereinafter the “Borough” or “Issuer”) of  $2,500,000* Water/Sewer Utility Refunding Bonds,

Series 2012 (hereinafter referred to as the “Bonds”) dated June__, 2012. The Bonds shall mature on December 1, 2012

in the years and in the amounts set forth below:

Year Principal Amount* Interest Rate

2012 $ 10,000

2013  220,000

2014  225,000

2015  230,000

2016  235,000

2017  240,000

2018  245,000

2019  260,000

2020  275,000

2021  285,000

2022  275,000

REDEMPTION

The Bonds are not subject to optional redemption prior to maturity.

We have examined the law and such certified proceedings and other documents as we deem necessary to render

this opinion.
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We have not been engaged or undertaken to review the accuracy, completeness or sufficiency of the Official

Statement or other offering materials relating to the Bonds (except to the extent, if any, stated in the Official Statement)

and we express no opinion relating thereto (excepting only the matters set forth as our opinion in the Official Statement).

As to questions of fact material to our opinion, we have relied upon the certified proceedings and other

certifications of public officials furnished to us without undertaking to verify same by independent investigation.  We

have examined and relied upon originals or copies authenticated or certified to our satisfaction by officers of the Issuer,

and such other documents which we have deemed relevant and necessary as to the basis of the opinions herein set forth. 

In making such examination, we have assumed the genuineness of all signatures, and the authenticity of the documents

tendered to us as originals, and the conformity to original documents of all documents submitted to us as certified or

as photostatic copies.  We have not reviewed and are not expressing an opinion with respect to any statistical or

financial data or other information relating to the Issuer which may have been similarly executed and authenticated. 

Further, in expressing such opinions, we have relied upon the genuineness, truthfulness and completeness of the

resolutions, documents, certificates and records referred to herein and the accuracy of the statements of fact contained

in such documents, and the representations made to us by representatives of the Issuer as to the application of the

proceeds of the Bonds, and the nature and use of the projects financed thereby.

We have been advised on this date that there is no litigation threatened or pending which, in any manner,

affects the validity of the Bonds.

The Issuer has covenanted pursuant to a resolution authorizing the issuance of the Bonds and an Arbitrage and

Use of Proceeds Certificate dated as of the date hereof, to comply with any continuing requirements that may be

necessary to preserve the exclusion from gross income under the Internal Revenue Code of 1986, as amended (the

“Code”), of interest on the Bonds and to prevent interest on the Bonds from being treated as an item of tax preference

under Section 57 of the Code.

Based upon the foregoing, we are of the opinion that, under existing law:

1.  The Bonds are valid and binding general obligations of the Issuer, issued pursuant a refunding bond

ordinance of the Borough adopted on October 17, 2011, and a resolution adopted by the Borough Council on May 21,

2012.

2. All taxable property within the territory of the Issuer is subject to ad valorem  taxation without

limitation as to rate or amount to pay the Bonds.  The Issuer is required by law to include in its annual tax levy the

principal and interest coming due on the Bonds to the extent the necessary funds are not provided from other sources.

3.  Except as hereinafter described, interest on the Bonds is excluded from gross income for federal

income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax imposed

on individuals; it should be noted, however, that for the purpose of computing the alternative minimum tax imposed

on corporations (as defined for federal income tax purposes), such interest is taken into account in determining adjusted

current earnings. The opinions set forth in the preceding sentence are subject to the condition that the Issuer complies

with all requirements of the Code that must be satisfied subsequent to the issuance of the Bonds in order that interest

thereon be, or continues to be, excluded from gross income for federal income tax purposes.  The Issuer has covenanted

to comply with such requirements.  Failure to comply with certain of such requirements may cause the inclusion of

interest on the Bonds in gross income for federal income tax purposes to be retroactive to the date of issuance of the

Bonds. 

No opinion is expressed, however, as to the extent the accrual or receipt of interest on the Bonds may

otherwise affect the federal income tax liability of or other consequences to the recipients thereof, which will depend

on each recipient’s particular status and other items of income or deduction.

We express no opinion regarding other federal tax consequences arising with respect to the Bonds

except as specifically stated herein.
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4.  Interest on the Bonds and any gain on the sale of the Bonds are not included in gross income under

the New Jersey Gross Income Tax Act, as presently enacted and construed as of the date hereof.

Except as set forth above in paragraphs 3 and 4, we express no opinion as to any other federal, state or local

tax consequences of acquiring, carrying, owning or disposing of the Bonds.

From and after the date hereof, certain requirements and procedures contained or referred to in the Bond

Resolution and other relevant documents may be changed and certain actions may be taken, under the circumstances

and subject to the terms and conditions set forth in such documents, upon the advice or with the approving opinion of

nationally recognized bond counsel.  We express no opinion as to any Bonds, or the interest thereon, if any such change

occurs or action is taken upon the advice or approval of other bond counsel.

There can be no assurance that legislation will not be introduced and enacted after the issuance and delivery

of the Bonds so as to cause interest on the Bonds to be subject to federal income taxation or to impose additional

requirements as a condition of the exclusion of such interest from gross income, or the continuation of such exclusion

after issuance, or to affect the tax treatment of such interest received by certain holders of the Bonds, or the market value

of the Bonds.  Furthermore, we take no responsibility for the continuing review or verification as to the satisfaction of

the requirements under the Code, or any similar or related legislation when enacted or amended.

This opinion is qualified to the extent that the enforceability (but not the validity) of the Bonds.  It is to be

understood that the rights of the holders of the Bonds and the enforceability thereof may be subject to bankruptcy,

insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights heretofore or hereafter enacted

to the extent constitutionally applicable and that their enforcement may also be subject to the exercise of judicial

discretion in appropriate cases.

Very truly yours,
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LAW OFFICE OF JOHN G. HUDAK, ESQ., LLC
8 1 2  N O R T H  W O O D  A V E N U E

S U I T E  3 0 4

LINDEN, NEW  JERSEY 07036
(908) 925-0784

(908) 925-0787- FAX
jhudakesq@aol.com

            JOHN G. HUDAK. Esq.

             ____________

           JOANNE JORDAN DOWD, Of Counsel

            ____________

           MARIO A. FERRARO, Esq.

June__, 2012

Mayor and Members of the 

Borough Council

Borough Of Spotswood

County of Middlesex

State of New Jersey

Dear Mayor and Council Members:

We have acted as Bond Counsel in connection with the issuance by the Borough Of Spotswood, County of

Middlesex, New Jersey (hereinafter the “Borough” or “Issuer”) of $3,706,000* General Obligation Bonds, Series 2012,

consisting of: $1,385,000* General Improvement Bonds, Series 2012, and $2,321,000* Water/Sewer Utility Bonds,

Series 2012 of the Borough dated June 1, 2012 (hereinafter referred to as the “Bonds”). The Bonds shall mature on June

15 in the years and in the amounts set forth below:

GENERAL OBLIGATION GENERAL IMPROVEMENT BONDS, SERIES 2012

Year Principal Interest

(June 15) Amount  Rate      

2013.................... $200,000

2014.................... $200,000

2015.................... $225,000

2016.................... $225,000

2017.................... $225,000

2018.................... $200,000

2019.................... $110,000

WATER/SEWER UTILITY BONDS, SERIES 2012

Year Principal Interest

(June 15) Amount  Rate      

2013..................... $175,000

2014.................... $175,000

2015.................... $175,000

2016 ................... $200,000

2017.................... $200,000

2018.................... $225,000

2019.................... $225,000

2020……………. $300,000

2021……………. $300,000

2022……………. $346,000
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REDEMPTION

The Bonds are not subject to optional redemption prior to maturity.

We have examined the law and such certified proceedings and other documents as we deem necessary to

render this opinion.

We have not been engaged or undertaken to review the accuracy, completeness or sufficiency of the

Official Statement or other offering materials relating to the Bonds (except to the extent, if any, stated in the

Official Statement) and we express no opinion relating thereto (excepting only the matters set forth as our opinion

in the Official Statement).

As to questions of fact material to our opinion, we have relied upon the certified proceedings and other

certifications of public officials furnished to us without undertaking to verify same by independent investigation. 

We have examined and relied upon originals or copies authenticated or certified to our satisfaction by officers of

the Issuer, and such other documents which we have deemed relevant and necessary as to the basis of the opinions

herein set forth.  In making such examination, we have assumed the genuineness of all signatures, and the

authenticity of the documents tendered to us as originals, and the conformity to original documents of all documents

submitted to us as certified or as photostatic copies.  We have not reviewed and are not expressing an opinion with

respect to any statistical or financial data or other information relating to the Issuer which may have been similarly

executed and authenticated.  Further, in expressing such opinions, we have relied upon the genuineness, truthfulness

and completeness of the resolutions, documents, certificates and records referred to herein and the accuracy of the

statements of fact contained in such documents, and the representations made to us by representatives of the Issuer

as to the application of the proceeds of the Bonds, and the nature and use of the projects financed thereby.

We have been advised on this date that there is no litigation threatened or pending which, in any manner,

affects the validity of the Bonds.

The Issuer has covenanted pursuant to a resolution authorizing the issuance of the Bonds and an Arbitrage

and Use of Proceeds Certificate dated as of the date hereof, to comply with any continuing requirements that may be

necessary to preserve the exclusion from gross income under the Internal Revenue Code of 1986, as amended (the

“Code”), of interest on the Bonds and to prevent interest on the Bonds from being treated as an item of tax

preference under Section 57 of the Code.

Based upon the foregoing, we are of the opinion that, under existing law:

1.  The Bonds are valid and binding general obligations of the Issuer, issued pursuant to Bond

Ordinances of the Borough (the “Bond Ordinance”), which were, in all respects, duly adopted and published in

accordance with the Local Bond Law, N.J.S.A. 40A:2-1, et seq., a Bond Resolution of the Issuer adopted March 21,

2012.

2. All taxable property within the territory of the Issuer is subject to ad valorem  taxation without

limitation as to rate or amount to pay the Bonds.  The Issuer is required by law to include in its annual tax levy the

principal and interest coming due on the Bonds to the extent the necessary funds are not provided from other sources.

3.  Except as hereinafter described, interest on the Bonds is excluded from gross income for federal

income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax imposed

on individuals; it should be noted, however, that for the purpose of computing the alternative minimum tax imposed

on corporations (as defined for federal income tax purposes), such interest is taken into account in determining adjusted

current earnings. The opinions set forth in the preceding sentence are subject to the condition that the Issuer complies

with all requirements of the Code that must be satisfied subsequent to the issuance of the Bonds in order that interest

thereon be, or continues to be, excluded from gross income for federal income tax purposes.  The Issuer has covenanted

to comply with such requirements.  Failure to comply with certain of such requirements may cause the inclusion of

interest on the Bonds in gross income for federal income tax purposes to be retroactive to the date of issuance of the

Bonds. 
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No opinion is expressed, however, as to the extent the accrual or receipt of interest on the Bonds may

otherwise affect the federal income tax liability of or other consequences to the recipients thereof, which will depend

on each recipient’s particular status and other items of income or deduction.

We express no opinion regarding other federal tax consequences arising with respect to the Bonds

except as specifically stated herein.

4.  Interest on the Bonds and any gain on the sale of the Bonds are not included in gross income under

the New Jersey Gross Income Tax Act, as presently enacted and construed as of the date hereof.

Except as set forth above in paragraphs 3 and 4, we express no opinion as to any other federal, state or local

tax consequences of acquiring, carrying, owning or disposing of the Bonds.

From and after the date hereof, certain requirements and procedures contained or referred to in the Bond

Resolution and other relevant documents may be changed and certain actions may be taken, under the circumstances

and subject to the terms and conditions set forth in such documents, upon the advice or with the approving opinion of

nationally recognized bond counsel.  We express no opinion as to any Bonds, or the interest thereon, if any such change

occurs or action is taken upon the advice or approval of other bond counsel.

There can be no assurance that legislation will not be introduced and enacted after the issuance and delivery

of the Bonds so as to cause interest on the Bonds to be subject to federal income taxation or to impose additional

requirements as a condition of the exclusion of such interest from gross income, or the continuation of such exclusion

after issuance, or to affect the tax treatment of such interest received by certain holders of the Bonds, or the market value

of the Bonds.  Furthermore, we take no responsibility for the continuing review or verification as to the satisfaction of

the requirements under the Code, or any similar or related legislation when enacted or amended.

This opinion is qualified to the extent that the enforceability (but not the validity) of the Bonds.  It is to be

understood that the rights of the holders of the Bonds and the enforceability thereof may be subject to bankruptcy,

insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights heretofore or hereafter enacted

to the extent constitutionally applicable and that their enforcement may also be subject to the exercise of judicial

discretion in appropriate cases.

Very truly yours,
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