New HAMPSHIRE
BusiNEss FINANCE AUTHORITY January 16,2013

Her Excellency, Governor Margaret Wood Hassan
And the Honorable Council

State House

Concord, New Hampshire 03301

Re:  Recommendation for Award of a Working Capital Line of Credit Guarantee under
RSA 162-A: First Colebrook Bank and M-R Land Exeavation, Inc.

Dear Governor and Council:

REQUESTED ACTION

Holding of a public hearing and passage of a resolution entitled: A RESOLUTION
UNDER RSA 162-A:18 AWARDING A STATE GUARANTEE UNDER RSA 162-A:13 WITH
RESPECT TO A LOAN FROM FIRST COLEBROOK BANK TO M-R LAND
EXCAVATION, INC. (For the text of the requested Resolution see Exhibit 2 attached to this let-
ter of transmuittal.)

The Business Finance Authority of the State of New Hampshire (the "Authority") respect-
fully requests that you hold a hearing and make the statutory findings under RSA 162-A:18, with
respect to the proposed award of a guarantee of the State of New Hampshire with respect to a
certain loan from First Colebrook Bank to M-R Land Excavation, Inc. The loan to be subject to
the State's guarantee will be in an amount of up to $500,000 and the proposed guarantee will be
in an amount equal to 75 percent of any deficiency determined to exist after the Lender has dili-
gently pursued specified available collection rights. The Authority recommends your favorable
action and submits in support thereof the following materials as designated:

(H a summary of the transaction
(2) a proposed resolution for adoption by the Governor and Council;
3) acopy of RSA 162-A:13-a;

(4) a letter from the Executive Director of the Business Finance Authority, explaining
the transaction;

(5) a draft of the Guarantee Agreement which when executed and delivered will evi-
dence the Authority's and the State's obligation to pay the amount guaranteed;

Financind Pbr Ned SUEMDLMentJetier from the Authority dated November 20, 2012;
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New HAMPSHIRE
BusiNEss FINANCE AUTHORITY January 16, 2013

Her Excellency, Governor Margaret Wood Hassan
And the Honorable Council

State House

Concord, New Hampshire 03301

Re: Recommendation for Award of a Working Capital Line of Credit Guarantee under
RSA 162-A: First Colebrook Bank and M-R Land Excavation, Inc.

Dear Governor and Council:

REQUESTED ACTION

Holding of a public hearing and passage of a resolution entitled: A RESOLUTION
UNDLER RSA 162-A:18 AWARDING A STATE GUARANTEE UNDER RSA 162-A:13 WITH
RESPECT TO A LOAN FROM FIRST CLOEBROOK BANK TO M-R LAND
EXCAVATION, INC. (For the text of the requested Resolution see Exhibit 1 attached to this let-
ter of transmittal.)

The Business Finance Authority of the State of New Hampshire (the "Authority") respect-
fully requests that you hold a hearing and make the statutory findings under RSA 162-A:18, with
respect to the proposed award of a guarantee of the State of New Hampshire with respect to a
certain loan from First Colebrook Bank to M-R Land Excavation, Inc. The loan to be subject to
the State's guarantee will be in an amount of up to $500,000 and the proposed guarantee wiil be
in an amount equal to 75 percent of any deficiency determined to exist after the Tender has dili-
gently pursued specified available collection rights. The Authority recommends your favorable
action and submits in support thereof the following materials as designated:

(1) a summary of the transaction
(2) a proposed resolution for adoption by the Governor and Council;
(3) a copy of RSA 162-A:13-a;

@) a letter from the Executive Director of the Business Finance Authority, explaining
the transaction;

(5) a draft of the Guarantee Agreement which when executed and delivered will evi-
dence the Authority's and the State's obligation to pay the amount guaranteed;

FINANCIN é@m Nﬁr%&ﬂ@ﬁfr&e?%eﬂ% from the Authority dated November 20, 2012;
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(7) the resolution adopted by the Authority on November 19, 2012, which recom-
mends that the Governor and Council award the proposed guarantee;

(8) a summary of required statutory findings of the Governor and Council with refer-
ence materials to support each finding; and

The Authority would be pleased to furnish any additional documentation and information
which you may request.

Respectfully Submitted.
BUSINESS FINANCE AUTHORITY

OF THE STATE OF NEW HAMPSHIRE

By: L '
Jack Dohovan
L Exec {ive Director

See Attached Exhibits
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LOAN SUMMARY

REQUEST - 75% BFA Guaranty under Working Capital Guaranty Program
BORROWER - M-R Land Excavation, Inc.

LOCATION - 29 Scobie Pond Road
Derry, New Hampshire 03038

TYPE OF BUSINESS — Manufacturing/wholesale — wood bark mulch
LENDER - First Colebrook Bank
69 State Route 101A
Ambherst, New Hampshire 03031
AMOUNT OF LLOAN - § 500,000
TYPE OF LLOAN — Line of Credit
PURPOSE — Support working capital needs of the company
COLLATERAL - First security interest on all accounts receivables and inventory, a security
interest on business assets, a real estate mortgage on property located at 29 Scobie Pond Road,

Derry, New Hampshire and a real estate mortgage on property located at 21 Scobie Pond Road,
Derry, New Hampshire.

cmc\waghMRland (summary






A RESOLUTION UNDER RSA 162-A:18
AWARDING A STATE GUARANTEE UNDER RSA 162-A:13-a
WITH RESPECT TO A LOAN FROM
FIRST COLEBROOK BANK TO
M-R LAND EXCAVATION, INC.

WHEREAS, the Governor and Council (the "Govemor and Council”) of the State of New
Hampshire (the "State™) have received from the Business Finance Authority of the State of New
Hampshire (the "Authority") its written recommendation that the Govermnor and Council make
certain findings and determinations pursuant to RSA 162-A:18 with respect to the award of a
guarantee of the Authority in an amount equal to seventy-five percent (75%) of the principal
amount of a loan up to $500,000 from First Colebrook Bank & Trust to M-R Land Excavation,
Inc. pursuant to RSA 162-A:13-a (the Working Capital Loan Guarantee Program or the "WAG
Program");

WHEREAS, the proposed guarantee would require the pledge of the full faith and credit
of the Authority in an amount not to exceed seventy-five percent (75%) of the proposed financ-
ing;

WHEREAS, pursuant to the provisions of RSA Chapter 162-A, the Governor and Coun-
cil is authorized to approve the recommendation of the Authority and to award the recommended
guarantee upon the making of specific findings after public hearing;

WHEREAS, the Governor and Council have received all the documentation and infor-
mation with respect to the proposed award of the Authority's guarantee which they have request-
ed; and

WHEREAS, further action by the Authority with respect to the proposed transaction is
subject to the passage of this resolution and cannot be taken until after its passage;

NOW, THEREFORE, IT IS HEREBY RESOLVED THAT:

1. Findings and Determinations. On the basis of the documentation and information
received by the Governor and Council, and after a public hearing, the Governor and Council find:

(a) Special Findings.

1) The award of the guarantee as proposed will contribute sig-
nificantly to the success of the financing.

(ii}  Reasonable and appropriate measures have been taken to
minimize the risk of loss to the Authority and to ensure that any private benefit
from the award of the guarantee will be only incidental to the public purpose
served thereby.



(b General Findings.

1) The award of the guarantee as proposed will serve a public
use and provide a public benefit.

(1)  The award of the guarantee as proposed is within the policy
of, and the authority conferred by RSA Chapter 162-A.

(iii)  The award of the guarantee as proposed will preserve or in-
crease the social welfare or economic prosperity of the state and one or more of its
political subdivisions, and will promote the general welfare of the state's citizens.

(iv)  The award of the guarantee as proposed will promote the
orderly development of business activities, create or preserve employment oppor-
tunities, or protect the physical environment.

2. Approval. The Governor and Council approve the Authority's taking such further
action under the Act with respect to the award of the guarantee as may be required and authorize
the Authority to take such further action with respect to such proposed execution as is necessary
and appropriate to carry out the proposed transaction.

3. Effective Date. This resolution shall take effect upon its passage.

Passed and Agreed to January 16, 2013.

The Governor

Councilor

Councilor

Councilor

Councilor

Councilor

mbd\wzg\MRlandgcres, req




162-A:13-2 Working Capital Loan Guarantee Program.

1. Upen recommendation of the authority for the proper implementation of the declared
purposes of this chapter, the governor and council may award a state guarantee of the principal
of, interest on, and reasonable coliection expenses related to, loans which meet the requirements

et forth in this section. Such state guarantee shall not at any time exceed 75 percent of the
maximum principal amount that may be borrowed under the terms of the loan, plus interest and
related reasonable collection expenses with respect to such loan. For purposes of this section, the
term "loan” shall include, but not be limited to, revolving credit arrangements that provide for
advances and repayment of principal based on the quality and amount of certain assets of a
borrower, including rights to receive payments under contracts to provide services or products.
The full faith and credit of the state shall be pledged for any such guarantee; provided that the
guarantee shall not cause the contingent credit limit of RSA 162-A:22 to be exceeded.

II. The state's guarantee of a loan under this section shall be evidenced by a guarantee
agresment entered into by the state, the lender, and the borrower. Such guarantee agreement
shall contarn such terms and conditions as the authority and the governor and council may
impose, including, without limitation, restrictions on the use of loan proceeds, restrictions on the
use and operation of any project financed or assisted by the loan, appropriate controls on the
requisition of loan proceeds by the borrower, provisions for the state to demand acceleration of
the payment of the loan in the event of a default by the borrower, provisions for payment to the
authority of guarantee fees and reimbursement of costs and expenses, provisions for
relmbursement of the state if the state is required to honor the guarantes, appropriate financial
covenants, and provisions for the establishment of reserves. In addition, as a condition of
awatding any guarantee, the stare shall be subrogated to all of the rights and security of the lender
1o the extent it honors the guarantee. Any guarantee agreement authorized in accordancs with this

ection shall be executed on behalf of the state by the chairperson, vice chairperson, or executive
director of the authority. The governor, with the advice and consent of the council, is authorized
10 draw a warrant for such sum as may be necessary out of money in the state treasury not
otherwise appropriated, for the purpose of honoring any guarantee awarded under this section.



III. Any loan guaranteed under this section shall meet the following requirements:

(a) The agreement establishing the loan shall provide for adequate monitoring of
collateral by the lender in accord with reasonable commercial practices;
provided, howsver, that for loans the maximum principal amount of which may

not exceed $500,000, the authority may provide alternative menitoring measures that
reduce the costs of monitoring the loan.

(b) If the prnincipal amount that may be borrowed under the loan may vary based
on the quality and amount of specific assets of the borrower, then the repayment
of the loan shall be secured by a first priority security interest in such
specific assets.

(c) If the principal amount that may be borrowed under the loan may vary based
on the quality and amount of specific assets of the borrower, then the agreement
establishing the loan shall provide that the maximum amount of principal that
may be advanced shall not exceed:

{1} Ninety percent of the borrower's accounts and accounts receivable which
arise in the ordinary course of the borrower's business and which are not more
than 90 days old from the due date of the invoice; and

(2) Sixty percent of the borrower's inventory valued at lower of cost or market
value.

{d) The maximum principal amount available under the lcan to any borrower shall
not exceed $2,000,000.

IV, The amoun: pavable under a guarantee awarded under this program may be based
upon the percentage of the maximum principal amount available under 2 loan, and as may be
determined by the authority, need not be reduced in proportion to any reduction in the principal
balance of the loan.

V. The governor and council shall not award or renew any state guarantee under
this section unless after a hearing they have made the findings specified in RSA 162-A:18.




New HAMPSHIRE
BusiNEss FINANCE AUTHORITY January 16, 2013

Her Excellency, Governor Margaret Wood Hassan
and the Honorable Council

State House

Concord, New Hampshire 03301

RE: Award of State Guarantee with Respect to a Certain Loan from First
Colebrook Bank (the "Lender') to M-R Land Excavation, Inc. (collectively
the "Borrower")

Dear Governor and Council;

The purpose of this letter is to describe and explain the lending transactions with respect
to which the guarantee of the State of New Hampshire is recommended by the Business Finance
Authority.

1. Statutorv Authoritv. RSA 162-A:13-a authorizes the Authority to establish a
"Working Capital Loan Guarantee Program" (the "WAG Program”) to assist and encourage
banking institutions to loan money to certain businesses operating within New Hampshire. Un-
der this statutory authority, the Authority may recommend the award of a guarantee by the State
of New Hampshire of the recovery of amounts loaned to certain businesses. The statute also
provides that, upon the Authority's recommendation, the Governor and Council may, after hold-
ing a public hearing and making certain findings, approve such recommendation and award the
guarantee.

2. Concept of the WAG Program. The Authority has developed the WAG Pro-
gram as a significant part of its programs intended to facilitate the recapitalization of the New
Hampshire business community. In general, unlike the other programs, the WAG Program fo-
cuses on assisting larger businesses which offer significant employment opportunities to New
Hampshire residents. Encouraging and stabilizing the working capital financing available to
such businesses should achieve the substantial public purpose of creating and preserving key
economic infrastructure within the State.

3. The WAG Program Guarantee. In general, the Authority's WAG Program
seeks to encourage lenders to loan money to businesses by assuming a portion of the risk that, if
a business fails, the lender will not recover all of the funds loaned to the business after pursuing
all available collection rights. Accordingly, if any deficiency is determined to exist after a lender
has pursued all of its available rights and remedies, the WAG Program guarantee would provide
for the repayment of a portion of such deficiency to the lender. This formulation of the WAG
Program guarantee ensures that the Authority is not required to enter the business of collection
against failed loans; rather such activities remain the obligation of the lenders.

FINANCING FOR NEW HAMPSHIRE’S FUTURE

2 PILLSBURY STREET, SUITE 201
CoNcorp, NEW HAMPSHIRE 03301-4954
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Her Excellency, Governor Margaret Wood Hassan
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4. Guarantee Agreements. RSA 162-A:13-a requires the Authority fo implement
its WAG Program through "guarantee agreements” among the Authority, the State, the lender and
the borrower. These agreements must meet minimum requirements established by statute, pro-
vide for the pledge of the full faith and credit of the State to support its guarantee and minimize
the risk of loss to the State.

5. The First Colebrook Bank & Trust /M-R Land Excavation, Inc. Transaction.
With the above general background in mind, we proceed to describe the proposed financing
transactions with respect to which the Authority has recommended the award of a WAG Program
guarantee.

The guarantee has been requested with respect to one term revolving line of credit in the
maximum available principal amount of up to Five Hundred Thousand Dollars ($500,000) (the
"Loan").

The Loan proceeds are to be used by M-R Land Excavation, Inc., to provide working cap-
ital support for its manufacturing/wholesale operations.

The Loan is in the principal amount of up to $500,000. The Loan will be secured by a
first security interest on all business accounts receivables and inventory, a security interest on
business assets, a real estate mortgage on property located at 29 Scobie Pond Road, Derry, New
Hampshire and a real estate mortgage on property located at 21 Scobie Pond Road, derry, New
Hampshire/

The Borrower will repay the Loan in monthly installments of interest calculated at a vari-
able rate of prime plus one and one percent (1.00%).

6. Scope of Recommended Guarantee. The Authority is recommending the award
of a guarantee of the Loan described above in an amount equal to 75% of any deficiency deter-
mined to exist after the Lender has diligently pursued all available collection rights. According-
ly, if the Borrower defaults under the Loan and after pursuing all collection rights a deficiency of
$500,000 is determined to exist under the Loan, the Authority and the State would be obligated
to pay the Lender 75% percent of such amount (or $375,000). By so limiting the Lender's risk,
the Authority hopes to facilitate the provision of this important financing.

7. Terms of the Guarantee Agreement. The terms and conditions of the guarantee
commitment are to be expressed in a "Guarantee Agreement" among the Authority, the State, the
Lender and the Borrower. This agreement, to be substantially in the form submitted to the Gov-
ernor and Council with this letter, includes the following terms and conditions which incorporate
all statutory requirements.

(a) Maximum Guarantee. As noted, the guarantee would not exceed 75%
percent of the principal amount of the Loan and accordingly would satisfy the statutory require-
ment that the guarantee not exceed 75 percent of the principal of the Loan plus interest thereon.
'This 75 percent limitation, along with the requirement that a lender pursue all available collec-
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tion rights prior to calling on the Authority or the State to make a guarantee payment, is intended
to minimize risk of loss to the State.

(b) Authority Payment First, Then State. Any payment with respect to the
guarantee would be made first from funds available to the Authority. Only after the Authority
has determined that it does not have sufficient funds to pay the guarantee amount would the State
be required to pay on the guarantee obligation.

(c) Use of Loan Proceeds. The proceeds of the Loan must be used as provid-
ed in the commitment letter and described above.

(d) Right of Acceleration. The Authority and the State will have the ability to
demand that the Loan be accelerated in the event that the Borrower defaults on his obligations
and does not cure such a default within 60 days.

{(e) Fees and Expenses of the Authority. The Lender will be required to pay:
(1) a closing fee of one percent (1%) of the maximum guarantee amount at the time the Loan
transaction is consummated; and (2) an annual fee to the Authority equal to one percent (1%) of
the maximum principal amount of the Loan availability as of the close of the immediately pre-
ceding anniversary date multiplied by the Guarantee Percentage. All legal expenses incurred by
the Authority in connection with the provisions of the guarantee must be paid by the Lender.

() Subrogation Rights. The State and the Authority, to the extent either is
required to pay on the guarantee, shall be subrogated to the rights of the Lender.

(g) Notice of I ender's Intent. The Lender is required to notify the Authori-
ty at least nine months prior to the maturity date of the Loan as to whether or not the Lender in-
tends to refinance the outstanding principal balance of the Loan.

(h) Proportionate Reduction in Guarantee. As principal and other amounts
are reduced under the Loan, the guarantee obligation of the Authority and the State is reduced.

8. Maturity Date Requirement. The statute requires the Loan to mature not
later than five years after (a) the date the Loan is made or (b) the date the "project" is placed in
service. The proposed loan documents satisty this requirement.

In summary, all statutory requirements will be embodied and implemented in the pro-
posed transaction and guarantee agreement.

7
e trulyy(ﬁé/
e d

Tdck Donovan, Executive Director

usiness Finance Authority
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STATE OF NEW HAMPSHIRE
BUSINESS FINANCE AUTHORITY

(Guarantee Agreement

THIS GUARANTEE AGREEMENT (the "Agreement™), dated January , 2013, has
three parties:

(1) the Business Finance Authority of the State of New Hampshire (the
" Authority"), a public body corporate and agency of the State of New
Hampshire (the "State™), whose address is 2 Pillsbury Street, Suite 201,
Concord, New Hampshire, on behalf of the State,

(2) the following financial institution which is directly lending funds:

First Colebrook Bank
69 State Route 101A
Amberst, New Hampshire 03031

(the "Lender™), and

(3) the following person which is borrowing funds from the Lender (the
“Borrower™):

M-R Land Excavation, Inc. dba M-R Wood Recycling
29 Scobie Pond Road
Derry, New Hampshire 03038

4) the affiliates of the Borrower who are guaranteeing the repayment of the
loan (“Related Parties™)

Norman R, Roy
25 Bedford Road
Merrimack, NH 03054

Daniel M. Roy
22 Bartley Hill Road
Londenderry, NH 03053

David F. Roy
50 Bunker Hill Road
Auburn, NH 03032



FUNDAMENTAL PREMISES FOR THIS AGREEMENT
This Agreement is based on the following fundamental premises:

1. The Authority has been created and established as a public body corporate and
agency of the State by Chapter 162-A of New Hampshire's Revised Statutes Annotated, as
amended by Chapter 262 of 1992 N.H. Laws (the "Act"), for the purpose of providing for the
preservation, establishment and redevelopment of business and industry in the State.

2. The Authority is authorized and empowered under the RSA 162-A:13-a to rec-
ommend that Governor and Council of the State of New Hampshire (the "Governor and Coun-
cil™) award a guarantee of the State of repayment of certain amounts arising under certain indebt-
edness owed by certain New Hampshire businesses to certain lenders (the "Working Capital
Loan Guarantee Program"” or WAG Program™).

3. The Act provides that such a guarantee awarded under the WAG Program shall be
evidenced by a guarantee agreement entered into by the State, the lender and the borrower.

4. The Lender has applied for a guarantee in accordance with and under the Act and
the WAG Program with respect to certain indebtedness provided or to be provided to the Bor-
TOWET.

5. The Borrower is a manufacturer/wholesaler of wood chips and employs 11 full
time employees.

6. The Authority has determined that the Borrower provides critical manufacturing
services and contributes significantly to the economy and industry of the State.

7. The Authority has determined that the award of the guarantee in accordance with
this Agreement and the Act will contribute significantly to the success of the proposed financing.

g. The Authority has determined that the award of the guarantee in accordance with
this Agreement and the Act will preserve, maintain and enhance the State's economic infrastruc-
ture and social welfare.

9. The Authority has determined that the award of the guarantee in accordance with
this Agreement and the Act will promote the orderly development of business activities and cre-
ate or preserve employment opportunities within the State.

10.  The Authority has determined that the award of the guarantee in accordance with
this Agreement will be subject to reasonable and appropriate measures which will minimize the
risk of loss to the State and will ensure that any private benefit from the award of the guarantee
will be only incidental to the public purpose to be served by such guarantee.




State of New Hampshire
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11. The Authority has determined that the award of the guarantee in accordance with
this Agreement and the Act will serve a public use and provide a public benefit.

TERMS AND CONDITIONS OF THIS AGREEMENT
The Authority, on behalf of the State, the Lender and the Borrower agree as follows:
1. Definitions. The following terms shall have the meanings indicated:

(a) "Acceleration Date" means the date on which the Lender accelerates all or
any portion of the obligations of the Borrower under the Loan by providing written notice of de-
mand and acceleration to the Borrower.

(b} "Affiliate of the Borrower” means any person or entity directly or indirect-
ly controlled by the Borrower or directly or indirectly controlling the Borrower. For purposes of
this definition, a person controls another person if such person directly or indirectly, or acting
through or in concert with one or more persons: (i) owns, controls, or has the power to vote 50
percent or more of any class of voting securities or interests of the other person; (i1} controls in
any manner the election or appointment of a majority of the directors or management of the other
person,; or (iii} has the power to exercise a controlling influence over the management or policies
of the other person.

(c) "Affiliate of the Lender” means any entity which would be treated as an af-
filiate of the Lender for purposes of applicable federal law.

(d) "Authority's Service Fee" means the fee of the Authority to be paid by the
Lender to the Authority for its own use as such fee is specified in Schedule 1(d) attached to this
Agreement.

(e) "Authority's Legal Fees and Expenses” means reasonable legal fees and
expenses incurred by the Authority in connection with the preparation, negotiation, execution and
delivery of this Agreement.

O "Call Date" means the date on which each and every Collection Activity
with respect to the Loan shall have been completed by the Lender to the extent commercially
practicable or waived in writing by the Authority.

(g) "Claim Preservation Rate of Interest” means the effective rate of interest
per annum paid by the Federal Reserve for overnight federal funds transactions with member
banks as such rate exists at the beginning of business on the ninety-first day after the Accelera-
tion Date, and as adjusted thereafter every 180 days.

(h) "Collateral" means all of the rights, title and interest to property of the type
described in Schedule 1(h) hereto, now or hereafter acquired.
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1(s)(i1) less any Collection Proceeds during any applicable computation period of the Col-
lection Period, beginning on the 91st day following the Acceleration Date and then be-
ginning and ending on each and every date on which Collection Proceeds are realized;
plus

(iv)  the amount of reasonable costs incurred by the Lender in the per-

formance and management of each and every Collection Activity and in the preservation
of Collateral which remain outstanding as of the Call Date; minus

(v) all Collection Proceeds.

In no event shall the Realized Deficiency Amount include any amount attributable to (A)
damages incurred by the Lender as a result of a c¢laim against the Lender for negligence, miscon-
duct or otherwise, or (B) unpaid late charges or unpaid penalty charges imposed by the Lender.

(1) "Stated Rate of Tnterest"” means the rate of interest stated in the Loan
which is applicable during any period prior to an event of default under the Loan. Such term
shall not include any "default” or "penalty" rate of interest or other late charges which the Loan
Documents may require as a result of an event of default.

2. Guarantee Against Financial Loss by the Authoritv. Subject to the terms and con-
ditions of this Agreement, the Authority hereby guarantees the payment of the Guaranteed
Amount and shall pay the Guaranteed Amount to the Lender within 30 days after the date on
which the Lender provides written notice to the Authority that a Call Date has occurred. Such
notice shall be delivered to the Authority not later than 60 days after a Call Date has occurred.
Such notice shall include a history certified by an appropriate officer of the Lender of disburse-
ments, payments, accruals of interest, any other charges or costs, and a summary of all Collection
Activities undertaken with respect to the Loan Documents. Upon request of the Authority, the
Lender shall provide the Authority with such further information as may be reasonably requested
by the Authority.

3. Right to Review Lender's Guarantee Claim. Upon receipt of the written notice that
a Call Date has occurred, the Authority shall have the right to review all aspects of the Loan and
the Loan Documents which relate to the determination of the Guaranteed Amount. Prior to expi-
ration of the 30-day period after receipt by the Authority of the written notice that a Call Date has
occurred, the Authority shall either approve the payment of the Guaranteed Amount as specified
in such notice or shall issue a written notice of proposed adjustment of such Guaranteed Amount
to the Lender which shall state the basis for the proposed adjustment. At the time such notice of
proposed adjustment is delivered, the Authority shall pay to the Lender the Guaranteed Amount,
if any, as proposed in such notice. Upon receiving such a notice of proposed adjustment, the
Lender may object to such notice by delivering a written statement of objection to the Authority
explaining the basis or bases for such objection within 10 days after receipt of the Authority's no-
tice of proposed adjustment. Within 30 days after receipt of the Lender's written objection, the
Board of Directors of the Authority shall determine in its sole discretion whether to adjust the
Guaranteed Amount at a meeting duly noticed for such purpose. If the Authority and the Lender
are unable to resolve a dispute by other means, the Authority may elect to resolve the dispute by

2
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arbitration pursuant to the rules of the American Arbitration Association. The Lender hereby
consents to proceeding by means of arbitration. Both parties agree to be bound by any deciston
1ssued pursuant to such arbitration. If the Authority does not elect to proceed by arbitration, ei-
ther party may seek to resolve the dispute by bringing an action in a court of appropriate jurisdic-
tion.

4. Subrogation Rights. Upon making payment of the Guaranteed Amount pursuant to
paragraph 2 of'this Agreement, the Authority shall, to the extent it makes such payment, be sub-
rogated to the nghts of the Lender with respect to the Loan, the Collateral, and other rights of re-
covery provided under the Loan Documents with respect to the Loan. Upon payment of the
Guaranteed Amount, the Authority may in its sole discretion direct the Lender to assign all rights
under Loan Documents with respect to the Loan, without recourse, to the Authority, and the
Authority shall then issue to the Lender a certificate of interest evidencing the percentage of the
Loan retained by the Lender. Election by the Authority to obtain an assignment of the Loan
Documents shall not waive any right of the Authority arising from any negligence, misconduct or
violation by the Lender of any provision of this Agreement. The Lender shall provide the Au-
thority with reasonable assistance thereafter as the Authority may request in proceeding with re-
spect to any such collateral, security or other right of recovery, except that such reasonable assis-
tance shall not require the Lender to incur any out-of-pocket expenses. If the Authority receives
any funds as a result of enforcement actions taken with respect to any such collateral, security or
other right of recovery, the Authority shall promptly pay over to the Lender its pro rata share of
such amount, after reduction for any reasonable out-of-pocket expenses incurred by the Authority
in taking such enforcement actions.

5. State Guarantee.

(a) Guarantee Commitment. Subject to the terms and conditions of this para-
graph 5 and this Agreement, the State hereby guarantees the payment of the Guaranteed Amount,
and for the performance of such guarantee the full faith and credit of the State are pledged. The
State’s guarantee obligation hereunder shall be solely with respect to the principal and interest of
the Loan, subject to the limitations and adjustments contained in this Agreement, including the
provisions for the determination of the Realized Deficiency Amount contained in paragraph 1(s)
of this Agreement.

(b}  Claim on Guarantee. If the Authority does not have moneys sufficient to
pay the Guaranteed Amount as determined pursuant to paragraphs 2 and 3 of this Agreement at
the time such payment becomes due, the Authority shall notify the State of such deficiency (the
"Remaining Deficiency Amount") by telephone or telecopy, which notice shall be confirmed in
writing, with a copy to the Lender. Such notice shall specify the amount of the Remaining Defi-
ciency Amount. If additional moneys for the payment of such Remaining Deficiency Amount
become available to either the Authority or the Lender prior to such payment but after the giving
of notice, the Authority or the Lender shall notify the State and such additional moneys shall be
applied to reduce such Remaining Deficiency Amount, and, if the State also disburses funds cov-
ering the amount of such additional moneys, the Authority or the Lender shall promptly remit an
amount equal to such additional moneys to the State.
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(c) Payment by the State. No later than 3:00 P.M. on the 30th day after re-
ceipt by the State of the notice specified in paragraph 5(b), the State shall pay the Remaining De-
ficiency Amount stated in the notice directly to the Lender.

(d) Subrogation. In addition to all other rights granted the State under this
Agreement, the Authority and the Lender hereby agree that the State shall, to the extent it makes
payments of the Guaranteed Amount, be subrogated to the rights of the Lender with respect to the
Loan, the Collateral, and other rights of recovery provided under the Loan Documents with re-
spect to the Loan. Such subrogation rights shall be coextensive with the subrogation rights of the
Authority under paragraph 4 hereof and shall not increase or otherwise affect the Borrower's lia-
bility under the Loan Documents.

6. Recovery bv Lender Subsequent to Pavment of Guaranteed Amount. If subse-
quent to receiving payment of the Guaranteed Amount pursuant to paragraph 2 or paragraph 5 of
this Agreement the Lender shall recover any amount with respect to the Loan, the Lender shall
promptly pay to each of the State and the Authority the share of such recovered amount which re-
flects the payment of the Guaranteed Amount made by each party (the aggregate share to equal
the Guarantee Percentage multiplied by such recovered amount), less a proportionate share of any
reasonable out-of-pocket expenses incurred by the Lender in recovering such amount.

7. Guarantee Termination Date. The obligation of either the Authority or the State to
guarantee or make payment of any amount to the Lender pursuant to paragraph 2 or paragraph 5
of this Agreement shall expire on the earliest to occur of: (i) the date upon which the Authority
receives a written certificate executed by the Lender which states that all indebtedness under the
Loan Documents entitled to the benefits of such guarantee payment has been fully paid; (ii) the
date upon which the Authority receives a written certificate executed by the Lender which states
that the Lender agrees to terminate the obligations of the State to make a guarantee payment; (iii)
the date on which an Event of Default shall have occurred; and (iv) fifth anniversary of the effec-
tive date, (the "Stated Termmnation Time"). Provided, however, that if the Borrower defaults un-
der the Loan Documents prior to or as of the fifth anniversary of the Effective Date and the
Lender provides timely written notice to the Authority prior to five days after the Stated Termina-
tion Time that such default has occurred, then the obligations of the State and the Authority to
guarantee or make payment to the Lender pursuant to paragraph 2 of this Agreement shall con-
tinue until the later to occur of: (i) the date upon which the Authority receives a written certifi-
cate executed by the Lender that such default has been cured; or (ii) the date on which the Au-
thority or the State makes payment of its guarantee obligation, if any, pursuant to the terms of
this Agreement.

8. Conditions Precedent to the Guarantee Obligation. The obligation of either the
State or the Authority to make payment to the Lender pursuant to paragraph 2 or paragraph 5 of
this Agreement shall not become effective until the following conditions precedent shall have
been satisfied or waived in writing by the Authority:
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(b) Due Authorization. No Violation. The execution, delivery and perfor-
mance by the Lender of this Agreement and each Loan Document are within the Lender's powers,
have been duly authorized by all necessary action, and do not and will not contravene (i) the
Lender's charter or by-laws or (ii) any law or legal or contractual restriction binding on or affect-
ing the Lender.

(©) Agreement and Loan Documents Valid and Binding. This Agreement and
each of the Loan Documents when delivered will be legal, valid and binding obligations of the
Lender enforceable against the Lender in accordance with their respective terms; subject to the
qualification, however, that the enforcement of rights and remedies herein and contained in the
Loan Documents is subject to bankruptcy and other similar laws of general application affecting
the rights and remedies of creditors and to the effect of general principles of equity, including
(without limitation) concepts of materiality, reasonableness, good faith and fair dealing (regard-
less of whether considered in a proceeding in equity or at law).

(d) Possession of Loan Documents. The Lender has in its possession an orig-
inal executed version of each and every Loan Document, except as set forth in Schedule 10(d)
hereto.

(e) No Default. Immediately upon making the Loan, to the best of Lender's
knowledge, neither the Borrower nor any Affiliate of the Borrower will be in material violation
or default of any terms or conditions of any of the Loan Documents, any other agreement be-
tween the Lender and the Borrower or any Affiliate of the Borrower or any obligation of the Bor-
rower or any Affiliate of the Borrower to the Lender.

(f) Compliance with Lending Laws. The Lender has complied in all material
respects with all applicable federal and state laws, statutes, rules and regulations pertaining to the
making of the Loan.

(g) True Documents. No application, exhibit, schedule, report or other written
information provided by the Lender or its agents to the Authority in connection with the negotia-
tion, execution and closing of this Agreement knowingly contained when made any material mis-
statement of fact or knowingly omitted to state any material fact necessary to make the state-
nients contained therein not misleading in light of the circumstances under which they were
made.

(h) Lender's Credit Decision. The Lender acknowledges that it has, inde-
pendently and without reliance upon the Authority or any of the Authority's officers, employees
or agents, and based upon such documents and information as it has deemed appropriate, made
its own credit analysis and decision to enter into the Loan and the Loan Documents. The Lender
further acknowledges that the Authority, its officers, employees or agents, have not directly or
indirectly controlled or influenced the Lender's decision to enter into the Loan and the Loan Doc-
uments.

12
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(1) No Other Agreements. There does not exist, nor has the Lender entered
into any additional, side or collateral agreement with the Borrower relating to the Loan which are

not fully set forth in the Loan Documents.

)] Public Policy Loan Covenant. The Loan Documents contain a covenant in
substantially the following form that the Borrower shall not, without the consent of the Authori-
ty, sell, lease, transfer or otherwise dispose of all or substantially all of its assets (whether in a
single transaction or series of transactions during any consecutive 12-month period) other than in
the ordinary course of the Borrower's business in accordance with ordinary and customary terms
and conditions.

(k) No Governmental Action Necessary. No authorization, approval, exemp-
tion, or consent by any governmental or public body or authority is required in connection with
the Lender's consummation of the transactions contemplated under the Agreement and the Loan
Documents to be performed by the Lender.

] No Actions Pending. There are no actions, proceedings or investigations
pending or, to the best of the Lender's knowledge, threatened against the Lender before any court,
government agency or other tribunal which might materially and adversely affect the perfor-
mance by the Lender of its obligations under, or the validity or enforceability of the Agreement
or the Loan Documents.

11. Representations and Warranties of the Borrower. The Borrower represents and
warrants:

(a) Valid Existence and Qualification. The Borrower is a corporation duly or-
ganized, validly existing and in good standing under the laws of the State of New Hampshire.

(b) Due Authorization, No Violation. The execution, delivery and perfor-
mance by the Borrower of this Agreement and each Loan Document are within the Borrower's
powers, have been duly authorized by all necessary action, and do not and will not contravene (1)
the Borrower's organizational documents (if any) or (i1) any law or legal or contractual restriction
binding on or affecting the Borrower.

(c) Agreement and Loan Documents Valid and Binding. This Agreement and
each of the Loan Documents when delivered will be legal, valid and binding obligations of the
Borrower enforceable against the Borrower in accordance with their respective terms; subject to
the qualification, however, that the enforcement of rights and remedies herein and contained in
the Loan Documents is subject to bankruptcy and other similar laws of general application affect-
ing the rights and remedies of creditors and to the effect of general principles of equity, including
(without limitation) concepts of materiality, reasonableness, good faith and fair dealing (regard-
less of whether considered in a proceeding in equity or at law).

(d) No Default. Immediately upon making the Loan, to the best of Borrower's
knowledge, neither the Borrower nor any Affiliate of the Borrower will be in material violation
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or default of any terms or conditions of any of the Loan Documents or any other agreement be-
tween the Lender and the Borrower or any Affiliate of the Borrower or any obligation of the Bor-
rower or any Affiliate of the Borrower to the Lender.

(e) True Documents. No application, exhibit, schedule, report or other written
information provided by the Borrower or its agents to the Authority in connection with the nego-
tiation, execution and closing of this Agreement knowingly contained when made any material
misstatement of fact or knowingly omitted to state any material fact necessary to make the state-
ments contained therein not misleading in light of the circumstances under which they were
made.

(H Borrower's Credit Decision. The Borrower acknowledges that it has, in-
dependently and without reliance upon the Authority or any of the Authority's officers, employ-
ees or agents, and based upon such documents and information as it has deemed appropriate,
made its own analysis and decision to enter into the Loan and the Loan Documents. The Bor-
rower further acknowledges that the Authority, its officers, employees or agents, have not direct-
ly or indirectly controlled or influenced the Borrower's decision to enter into the Loan and the
Loan Documents.

(g) No Other Agreements. There does not exist, nor has the Borrower entered,
into any additional, side or collateral agreement with the Lender relating to the Loan which are
not fully set forth in the Loan Documents.

(h) No Litigation or Governmental Proceeding. Except as set forth in Sched-
ule 11(i) hereto, there is no pending or known threatened action or proceeding (including, with-
out limitation, any action or proceeding relating to any environmental protection laws or regula-
tions) affecting the Borrower or its properties before any court, governmental agency or arbitra-
tor, which may, if adversely determined, (A) affect the legality, validity, or enforceability of this
Agreement or any of the Loan Documents or (B) materially adversely affect the financial condi-
tion, properties, prospects or operations of the Borrower as a whole.

(i) Taxes Current. The Borrower has filed all tax returns (federal, state and
local) required to be filed and paid taxes shown thereon to be due, including interest and penal-
ties, or, to the extent the Borrower is contesting in good faith an assertion of liability based on
such returns, has provided adequate reserves in accordance with generally accepted accounting
principles for payment thereof.

12. Covenants of the Lender.

(a) Affirmative Covenants. On and after the Effective Date so long as the ob-
ligation to guarantee the Loan created under this Agreement shall remain in force, the Lender
will, unless the Authority shall otherwise consent in writing:

(1) Preservation of Existence. Preserve and maintain its corporate ex-

1stence.

14
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(i1) Compliance with Laws, Etc. Comply in all material respects with
the requirements of all applicable laws, rules, regulations and orders of any governmental
authority, including without limitations any such laws, rules, regulations and orders relat-
ing to banks and banking companies.

(iii)  Inspection Rights. At any time and from time to time upon reason-
able notice, permit the Authority and its employees and representatives to examine and
make copies of and abstracts from the records and books of account of and the Lender
and to discuss the affairs, finances and accounts of the Lender with the Lender and its of-
ficers, directors and accountants, to the extent that such inspection reasonably relates to
the Loan and the Loan Documents; provided, however, that the Authority shall not copy
or extract any information from such files unless (i) the information is protected from dis-
closure pursuant to RSA Chapter 91-A (the "Right to Know Law"), in which case the Au-
thority agrees to invoke the confidentiality provisions of the Right to Know Law, (ii) if
such information cannot be so protected, the consent of the Borrower has been obtained,
or (iii) the information is within the public domain.

(iv)  Keeping of Books. Keep proper records and books of account in
which full and correct entries shall be made of all activity relating to the Loan and the
transactions contemplated by the Loan Documents, in accordance with good accounting
practices consistently applied.

V) Notification of Default. Notify the Authority promptly of any
default or event of default under the terms of the Loan Documents or any other agrecment
between the Lender and the Borrower, or as soon as practicable upon realization by the
Lender of an anticipated default or event of default by the Borrower under the terms of
the Loan Documents or any other agreement between the Lender and the Borrower.

(vi)  Correspondence and Reports. Provide the Authority with copies of
any and all annual financial statements, financial reports, balance sheets, and income
statements received by the Lender from the Borrower and all reports concermng the fi-
nancial status of the Borrower prepared by the Lender or a Lender's agent and forwarded
by the Lender to the Borrower.

(vil)  Annual [oans Transaction Reports. Provide the Authority with an
annual status report concerning the Loan on or before the fifteenth day of April of each
year indicating disbursements, payments, accruals of interest and any other charges or
costs undertaken with respect to the Loan.

(viii) Monthly Collection Reports. After any date on which the Borrow-
er defaults in its obligations under the Loan Documents, provide the Authority with a
monthly status report concerning the status of the Lender's efforts to cure such default or
to realize upon any collection rights under the Loan Documents.

15




State of New Hampshire

Business Finance Authority

Guarantee Agreement

Page 17
or deviation by any party from the terms of the Loan Documents to the extent the same
may in any way affect the Loan.

(1)  No New Agreements. Enter into any agreement with the Borrower
to extend new or additional indebtedness in an amount which exceeds $10,000 or to take
new or additional collateral or security for any obligation or amend, modify or supple-
ment any other agreement with the Borrower.

(ili)  No Preferential Securitv. Acquire any preferential security, surety
or insurance to protect that portion of the Loan which is not subject to the guarantee here-
in provided.

(iv)  No Transfer or Assignment. Transfer, convey or otherwise assign
any of the Lender's rights under the Loan and the Loan Documents.

(v) No Release of Collateral. Release or discharge any Collateral.

(vi)  No Set-Off Against Other Indebtedness. Apply any funds realized
through the set-off of any deposits or accounts of the Borrower, any Affiliate of the Bor-
Tower or any guarantor, against indebtedness other than the Loan.

13. Limitations on Actions bv the State and the Authority. The State and the Author-
ity shall not be required to monitor the financial condition of the Borrower or the condition of
any of the Collateral, and, unless otherwise expressly provided in this Agreement, shall not have
any responsibilities with respect to notices, certificates or other documents filed with it hereun-
der. The State and Authority shall not be required to take any action unless indemnity reasonably
satisfactory to it is furnished for expenses or liabilities to be incurred therein.

14. Expenses of the Authority. The Lender shall pay when due the Authority’s Service
Fee as set forth in Schedule 1(d) to this Agreement and shall prepay or reimburse the Authority
within 30 days after notice for all expenses (including reasonable attorney's fees) incurred by the
Authority as a result of undertaking any activity at the request of the Lender in connection with
this Agreement. Any fees, expenses, reimbursements or other charges which the Authority may
be entitled to receive from the Lender hereunder, if not paid when due, shall bear interest at 15
percent per annum. In addition to such interest, if any fees, expenses, reimbursements or other
charges which the Authority may be entitled to receive from the Lender hereunder remain unpaid
on the 30th day after the due date, a late charge equal to five percent of the unpaid amount shall
be assessed against the Lender. Acceptance of payment of any such fees, expenses, reimburse-
ments or other charges shall not constitute any waiver by the Authority or the State of any negli-
gence or other malfeasance on the part of the Lender.

15. Actions by the Authority. Any action which may be taken on behalf the Authority
hereunder shall be deemed sufficiently taken if taken on its behalf by its Chairman, its Vice
Chairman, or its Executive Director, or by any other director, officer or agent whom it may des-
ignate from time to time.

17
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16. Matters to be Considered by the Authority. In approving, concurring in or con-
senting to action or in exercising any discretion or in making any determination under this
Agreement, the Authority may consider the interests of the public, which shall include the antici-
pated effect of any transaction on tax revenues and employment, as well as the interests of the
other parties hereto; provided, however, nothing herein shall be construed as conferring on any
person other than the other parties any right to notice, hearing or participation in the Authority's
consideration, and nothing in this paragraph shall be construed as conferring on any of them any
right additional to those conferred elsewhere herein. Subject to the foregoing, the Authority shall
not unreasonably withhold any approval or consent to be given it hereunder.

17. State Mayv Act on Behalf of Authority. The State may take or omit to take any ac-
tion authorized or permitted to be taken or omitted by the Authority hereunder as if the State
were the Authority.

18. Amendments.

(a) Without the Borrower's Consent. The Authority and the Lender may in
writing from time to time, without the consent of the Borrower, amend this Agreement in regard
to matters or questions arising under this Agreement as shall not be inconsistent with the provi-
sions of this Agreement and which shall not materially adversely affect the interests of the Bor-
TOWET.

(b)  With the Borrower's Consent. The parties may in writing from time to
time amend this Agreement.

19. Asreement Not for the Benefit of Other Parties. This Agreement is not intended
for the benefit of and shall not be construed to create rights in parties other than the Authority,
the State and the Lender. With the exception of rights herein expressly conferred, if any, nothing
expressed or mentioned in or to be implied from this Agreement is intended or shall be construed
to give the Borrower or any other party other than the Authority, the State and the Lender any le-
gal or equitable right, remedy or claim under or in respect to this Agreement or any covenants,
conditions or provisions herein contained; this Agreement and all the covenants, conditions, and
provisions being intended to be and being for the sole and exclusive benefit of the Authority, the
State and the Lender. The Borrower acknowledges that the entire benefit derived by the Borrow-
er under this Agreement is the Authority's execution of this Agreement and the making of the
Loan by the Lender.

20. Lender's Waiver of Set-Off Rights. Notwithstanding any express or implied right
of set-off provided to the Lender by any depository agreement or any other agreement, the Lender
hereby waives any and all right to set-off, by reason of any claim against the State or the Authori-
ty whether arising under this Agreement or otherwise, against any funds held in any account or
deposit maintained in the Lender's possession in the name of either the State of the Authority.

21. Lender's Waiver and Release and Indemnification.

18
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(a) Waiver and Release. The Lender hereby forever releases and discharges
the State and the Authority and all of their directors, officers, employees, agents, attorneys and
their successors and assigns (each, a "Released Person”) from any and all claims, obligations,
causes of action, debts, liabilities and set-offs of every name, nature and description, both in law
and at equity, including but not limited to claims of contribution and indemnity, that Lender had,
may now have, or may in the future have against the Authority or the State (except to the extent
such claims arise from the gross negligence or willful misconduct of the Released Person):

(1) by reason of or in connection with the execution, delivery and per-
formance of any of the Loan Documents or any transaction contemplated thereby (other
than the obligations of the Authority and/or the State expressly created under this Agree-
ment), or the use by the Borrower or the Lender of the proceeds of the Loan; or

(ii) in connection with or resulting from the utilization, storage, dis-
posal, treatment, generation, transportation, release or ownership of any hazardous or tox-
ic waste or substance (A) at, upon or under any property of the Borrower or any Affiliate
of the Borrower or (B) by or on behalf of the Borrower or any Affiliate of the Borrower at
any time and in any place.

(b) Indemnification. The Lender shall defend, indemnify and hold harmless
the State and the Authority, and all of their directors, officers, employees, agents, attorneys and
their successors and assigns (each, an "Indemnified Person") from and against all claims, damag-
es, losses, liabilities, costs or expenses (including reasonable attorney's fees and expenses,
whether or not such Indemnified Person is named as a party to any proceeding or investigation or
1s otherwise subjected to judicial or legal process arising from any such proceeding or investiga-
tion) which any of them may incur or which may be claimed against any of them by any person
or entity (except to the extent such claims, damages, losses, liabilities, costs or expenses arise
from the gross negligence or willful misconduct of the Indemnified Person) in connection with,
resulting from or arising out of (or which may be claimed to arise out of) the acts or omissions of
the Lender in connection with the transactions contemplated by this Agreement, the Loan or the
property or business of the Borrower.

22. Borrower's Waiver and Indemnification.

(a) Waiver and Release. The Borrower hereby forever releases and discharges
the State and the Authority and all of their directors, officers, employees, agents, attorneys and
their successors and assigns (each, a "Released Person") from any and all claims, obligations,
causes of action, debts, liabilities and set-offs of every name, nature and description, both in law
and at equity, including but not limited to claims of contribution and indemnity, that Borrower
had, may now have, or may in the future have against the Authority or the State (except to the ex-
tent such claims arise from the gross negligence or willful misconduct of the Released Person):

19



State of New Hampshire
Business Finance Authority
Guarantee Agreement
Page 20
(1) by reason of or in connection with the execution, delivery and per-
formance of any of the Loan Documents or any transaction contemplated thereby, or the
use by the Borrower or the Lender of the proceeds of the Loan; or

(if)  in connection with or resulting from the utilization, storage, dis-
posal, treatment, generation, transportation, release or ownership of any hazardous or tox-
ic waste or substance (A) at, upon or under any property of the Borrower or any Affiliate
of the Borrower or (B) by or on behalf of the Borrower or any Affiliate of the Borrower at
any time and in any place,

{(b)  Indemnification. The Borrower shall defend, indemnify and hold harmless
the State and the Authority, and all of their directors, officers, employees, agents, attorneys and
their successors and assigns (each, an "Indemnified Person™) from and against all claims, damag-
es, losses, liabilities, costs or expenses (including reasonable attorney's fees and expenses,
whether or not such Indemnified Person is named as a party to any proceeding or investigation or
is otherwise subjected to judicial or legal process arising from any such proceeding or investiga-
tion) which any of them may incur or which may be claimed against any of them by any person
or entity (except to the extent such claims, damages, losses, liabilities, costs or expenses arise
from the gross negligence or willful misconduct of the Indemnified Person):

(1) by reason of or in connection with the execution, delivery and per-
formance of any of the Loan Documents or any transaction contemplated thereby, or the
use by the Borrower or the Lender of the proceeds of the Loan; or

(ii) in connection with or resulting from the utilization, storage, dis-
posal, treatment, generation, transportation, release or ownership of any hazardous or tox-
ic waste or substance (A) at, upon or under any property of the Borrower or any Affiliate
of the Borrower or (B) by or on behalf of the Borrower or any Affiliate of the Borrower at
any time and in any place.

23. Applicable Law. This Apreement shall be governed by the laws of the State of New
Hampshire.

24. Entire Agreement. This Agreement, together with the accompanying documents,
expresses the entire understanding, and the entire agreements of the parties with respect to the
subject matter hereof, and it supersedes any and all prior agreements, representations or under-
standings, whether written or oral, with respect to the subject matter hereof.

25. Counterparts. This Agreement may be executed and delivered in several counter-
parts, each of which shall be deemed to be an original, but such counterparts together shall con-
stitute one and the same instrument.

26. Severabilitv. In the event any clause or provision hereof shall be held to be invalid

by any court of competent jurisdiction, the invalidity of any such clause or provision shall not af-
fect any of the remaining provisions hereof,
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27. Captions. The captions of this Agreement are for convenience only and shall not af-
fect the construction hereof.

28. Binding Effect. This instrument shall inure to the benefit of and shall be binding
upon the Authority, the Borrower and the Lender and their respective successors and assigns sub-
ject to the limitations contained herein.

29. Notices. Unless otherwise expressly specified or permitted by the terms hereof, all
notices, consents or other communications required or permitted hereunder shall be deemed suf-
ficiently given or served if given in writing, mailed by first class mail, postage prepaid and ad-
dressed as follows:

(a) If to the Authority, addressed to:

Business Finance Authority of the
State of New Hampshire

2 Pillsbury Street, Suite 201

Concord, New Hampshire 03301

Attn: Executive Director

(b) If to the State, addressed to:

State of New Hampshire
Department of Treasury

State House Annex

Room 121

Concord, New Hampshire 03301
Attn: State Treasurer

{c) Ifto the Lender, addressed to:

Mr. Scott Myers, Vice President
First Colebrook Bank
69 State Route 101A
Ambherst, New Hampshire 03031

(d) If to the Borrower, addressed to:
Mr.
M-R Land Excavation, Inc. dba M-R Wood Recycling

29 Scobie Pond Road
Derry, New Hampshire 03038

21



State of New Hampshire
Business Finance Authority
Guarantee Agreement

Page 22

d) Ifto the Affilaites of Borrower, addressed to:

Norman R. Roy
25 Bedford Road
Merrimack, NH 03054

Daniel M. Roy
22 Bartley Hill Road
Londonderry, NH 03053

David F. Roy
50 Bunker Hill Road
Auburn, NH 03032

The parties may from time to time by notice in writing to the others designate a different
address or addresses for notice hereunder.

Executed on the day and year first above written. J
BUSINESS FINANCE AUTHORITY OF THE

STATE OF NEW HAMPSHIRE

By:
Witness Name:
Title:

STATE OF NEW HAMPSHIRE

BY: BUSINESS FINANCE AUTHORITY
OF THE STATE OF NEW HAMPSHIRE
(Pursuant to RSA 162-A:13-a, II)

By:
Witness Name:
Title:
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Witness

Witness

Witness

Witness

Witness

FIRST COLEBROOK BANK

By:

Name:
Title:

M-R LAND EXCAVATION, INC.

By:

Name:
Title:

NORMAN R. ROY

By:

Name:
Title:

DANIEL M. ROY

By:

Name:
Title:

DAVID F. ROY

By:

Name:
Title:
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LIST OF SCHEDULES
Schedule 1(d). Authority's Service Fee.
Schedule 1¢h). List of Collateral.
Schedule 1(p). Loan Guarantee Obligations.
Schedule 1{(q). List of Loan Documents.
Schedule 8(a)(vii1). Borrower's Counsel Opinion.
Schedule 10(d). Excepted Loan Documents.
Schedule 11(i). List of Actions Or Proceedings.

cmchwaghJEIagr.gic J
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B-F A
New HAMPSHIRE CONFIDENTIAL COMMERCIAL AND
BusiNEss FINANGE AUTHORITY FINANCIAL INFORMATION

November 20, 2012

VIA fi- MAIL

Mr, Scolt Myers
Vice President

First Colebrook Bank
69 State Route 101A
Ambherst, NH 03031

Re: First Colebrook Bank - M-R Land Excavation, Ine.

Dear Mr. Myers:

The Business Finance Authority (the "Authority") has approved in principle the application
submitted by First Colebrook Bank (the “Lender™) with respect to M-R Land Excavation, Inc.
(the "Company"). Accordingly, the Authority is prepared to proceed with discussions to imple-
ment a credit enhancement peckage, subject to the general terms and conditions set forth in this
letter. This letter is an expression of the Authority's intent to recommend that the Governor and
Couneil approve the credit enhancement as described in this letter, and upon such approval to
award such credit enhancement only based upon the information the Lender and the Corspany
have submitted. Any obligation to recommend the award of a credit enhancement will arise only
upon the satisfactory preparation, execution and delivery of documentation in form and substance

satisiaciory to the Authonity.

In reaching its decision, the Authority has reviewed all information submitted in the applica-
tion and hag had full interviews with key management at the Company. We have acquired an
understanding of the Company's financial situation and the Lender’s proposed participation in the
Company’s capitalization as the primary secured creditor. Of course, as we proceed, we will
require further information.

Policy Backegronnd

The Authority has determined that the Company offers important employment opportunities
to New Hampshire residents and provides critical service which is very important to the health
and vitality of New Hampshire's economy. The Autbority's commitment to provide the credit
enhancement for the Company reflects this fundamental determination that the proposed transac-
tions will serve a public use and provide a public benefit. Indeed, the State's Constitution
requires that any pledge of credit enhancement clearly serve a public purpose, with any benefit to
private perties being merely incidental to this public objective.

FINANCING FOR NEw HAMPSHIRE'S FUTURE

2 PILLBBURY STREET, SUITE 201
CONCORD, NEW HAMPISHIRE 033071-4984
603-415-0180 * FAX: 502-415-0184
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The Authority was created to offer credit enhancements to struggling New Hampshire busi- !
nesses. The Working Capital Asset Guarantee Program established under Chapter 162-A of New :
Hampshire's Revised Statutes Annotated, as amended by Chapter 262 of 1992 New Hampshire
Laws (the "Act") imposes a number of key limitations which are included below as part of the
Authority's proposed credit enhancemnent package. First, the term of indebtedness which is sub-
ject to the State's guarantee must be no greater than five years and long enough to ensure a long- :
ferm commitment to the future of the Company. Second, the principal amount of the note guar- i
anteed must not exceed $2,000,000. Third, while the statute provides for the maximum guaran- !
tee of 75 percent of a loan, the purpose of the Authority to provide economic opportunities for
numerous businesses across New Hampghire requires careful allocation of the Authority's overall
credit capacity. Accordingly, the Authority is restricted in its power to allocate credif enhance-
ments to any one credit proposal, Fourth, the statute requires a "guarantee agreement” which in-
cludes terms &nd conditions which minimize tisk of loss to the State. Asyou will see, the Au-
thority's proposed credit enhancement package is designed to meet each of these requirements.

Specific Public Purpose Determination

Based upon the Authority's preliminary review of information submitted by the Lender and
the Company, the Authority believes that the primary obstacle to the successful growth for the
Company's operation is the ability to obtain locally based financing. The Authority’s proposed
commitment is directed to assist in the elimination of this obstacle by providing for & seventy-
five percent (75%) guarantee on a working capital loan of up to $500,000 secured by a security
interest in accounts receivable, inventory and any other corporate assets deemed necessary,

The Authority believes that this "partnership" approach between the Lender and the Authori-
ty will facilitate the success of the necessary new financing and achieve the fundamental public
purpose of maintaining the Company's operation in its current form as an important part of the

Stafe's economic structure. 1his determination is consistent with the Authority’s general policy
with respect to all applications to provide the necessary credit enhancement for a particular case,
while at the same time preserving overall credit enhancement capacity to assist with the broad
range of financing needs for other New Hampshire businesses and other economic regions of
New Hampshire. Further, it is consistent with the fundamental requirement that the Authority's
enhancement tools not be used to supplant the private market decisions between banks and bor-
rowers, but rather to assist private market participants in correcting current banking dislocations.

Terms of Credit Enhancement Proposal

I am suthorized to report to you that the Authority has approved in principle the Lender’s re-
quest, subject to and limited by the following terms and conditions:

Maximum The Authority will recommend a guarantee equal to 75 percent of

Guarantee Amount: any deficiency realized under the $500,000 working capital line of
credit, which is determined by the Lender to exist after pursuing all
available collection rights.
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5-Year Term
Requirement:

Guarantee:

Loan Covenants:

Under statute, working capital loans subjzct to a Business Finance
Authority Guarantee must have a term which does not exceed five
years,

Unlimited guarantee of Norman Roy.

Unlimited guarantee of Daniel Roy.

Unlimited guarantee of David Roy.

Subject to all conditions and covenants as outlined in any

First Colebrook Bank Loan Agreement to include but not Limited
to the following:

1. The Line of Credit to be renewed annually for renewal by the Bank and
the BFA.

Borrower to provide monthly borrowing base certificates with to Bank.

&

3. Annual accountant prepared statements.

4. Advances limited to 80% of eligible accounts receivable and 50% of
eligible inventory, with advance on inventory limited to $800,000.

5. Line of Credit to contain 30 day out of debt requirement.

6. Collateral A firstSecurity interest on all agtounts recetvable and
inventory.

Mortgage on real estate located at 29 Scobie Pond Road, Derry, NH.
Mortgage on 21 Scobie Pond Road, Derry, NH,

Security interest on all other business assets._

7. Fees: First Colebrook Bank to pay a one percent (1%) of the Line of
Credit availability at closing and one percent (1%) of the Line of Credit
availability to be paid annuvally in arrears.

8. Appropriate insurance coverage on all assets securing debt.

9. Lender to agree to pay all reasonable legal expenses of the BFA
preparation and closing of subject credit transaction.
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No Preferential
Security:

Percentage
Guarautee:

Determination of

Guaranteed Loss:

Our proposal requires that the Authority share equally with the
Lender in all ¢ollateral securing or any other assets acquired to
support credit facilities between the Lender and the Company.
Accordingly, proceeds from realization on any collateral (Including
set off of any accounts) must be applied first to satisfy obligations
which are secured by the Authority’s guarantee. Further, the Lender
may not hold or acquire any preferential security, surety or insur-
ance to protect its unguaranteed interest in the credit facility.

As indicated above, the Authority's guarantee will be 75 percent

of any deficiency on up to a $500,000 working capitai line of credit
finally determined by the Lender after pursuing all available collec-
tion rights.

The loss to which the percentage guarantee applies shall equal

the sum of: (1) principal unpaid at the "payment time" (desertbed

below); (2) interest accrued under the loan during the 90-day peri-

od following the date the Lender accelerates the credit facility (or

the date on which the loan matures and remains unpaid) which re-

mains unpaid at the “payment time"; and (3) reasonable oui-of- .
pocket collection costs unpaid at the "payment time". No default ™
or penalty charges or damages paid by the Lender as a result of a J
legal claim against the Lender may be included in determining the

guaranteed [oss.

Payment Time: The right to cal! for payment under the guarantee shall arise only
after the Lender has pursued and realized all available collection
rights against collateral which secures this loan.

Acceptable Documents evidencing the credit facility, other Lender agreernents

Debt Terms: with the Company and security inferests must include such other
terms, cornditions and covenants as may be deemed necessary and
advisable by the Authority.

Subrogation The guarantee agreement shall provide that the State may

Rights: exercise subrogation rights with respect to all rights and security of
the Lender with respect to the loan.

Closing and The Lender shall pay a fee to the Authority at ¢losing equal to

Annual Fees: one (1) percent of the guaranteed portion of the Line of Credit total i

availabilities. As of each anniversary date after the closing, the
Lender shall pay an annual fee equal one(1) percent of the guaran-
teed portion of total amount of the line of credit available to the
company, whether or not it is drawn down, provided that the Lend-

ki
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Authority
Legal Expenses:

Legal Opiniens:

Ratification and
Approval:

er shall not be required to pay to the Authority the Authority Ser-
vice Fee after the Acceleration Date as long as the Lender is unable
or has waived its rights to collect such Authority Service Fees or
amounts comparable to such Authority Service Fees from the Bor-
rOWer.

As a condition to proceeding, the Lender shall pay all reasonable
legal counsel fees and expenses incurred in the evaluation, prepara-
tion and provision of the State's credit participation, even if the
transaction is not consummated.

Counsel to the Company shall provide such opinion &t ciosing of
the fransactions as to enforceability and other matters reasonably
required by the Authority, and the Lender shall obtain title insur-
ance and other assurances concerning the title of the collateral as
applicable.

The final documentation under which the State and the

and the Authority will provide its credit participation shall be sub-
ject to ratification of the Board of Directors of the Authority, Of
course, as required by RSA 162-A, any guarantee recommended by
the Authority shall become effective only upon approval of the
Governor and Council.
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I the Lender wishes to proceed further to finalize the terms of this proposal, please sign and
return this letter to us on or before 2:00 p.m. on December 17, 2012. As noted, any obligation to
take action by the Authority will arise only upon satisfactory preparation, execution and delivery
of documentation, With your execution of this [etter, the Lender agrees that you shall pay the
Authority’s legal costs described above, even if the transactions are not consummated.

On behalf of the Authority, I look forward to working with the Lender toward a successful
stabilization of the Company's capitalization.

Sincerely,

/)
7,

Michael B. Donahue
Senfor Credit Officer

First Colebroolg]Bank

//L/___
By /%V
" St Nﬁ‘\vewd

Tlﬂte}/ e Qe sidect
Bc’csem\ca%& 12, 20§72
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A RESOLUTION RECOMMENDING THE AWARD OF A GUARANTEE
OF THE STATE OF NEW HAMPSHIRE IN CONNECTION WITH FINANCING OF
FIRST COLEBROOK BANK TO M-R LAND EXCAVATION, INC. PURSUANT TO
THE AUTHORITY'S WORKING CAPITAL ASSET GUARANTEE PROGRAM

I, the undersigned, HEREBY CERTIFY that the following are true and correct.

WHEREAS, the Business Finance Authority of the State of New Hampshire (the "Au-
thority") has been requested by First Colebrook Bank & Trust (the "Lender™) to recommend a
guarantee by the State of New Hampshire (the"State") with respect to a $500,000 working capital
line of credit (the "Credit Facility") to M-R Land Excavation, Inc. (collectively the "Borrower™);

WHEREAS, the Credit Committee of the Board of Directors of the Authority has rec-
ommended that a guarantee be provided in accordance with the terms and conditions presented to
the Board, in an amount equal to seventy-five percent of any deficiency determined to exist under
the Credit Facility after the Lender has diligently pursued all available collection rights;

WHEREAS, the Authority took official action with respect to the Credit Facility by pass-
ing a resolution on November 19, 2012;

WHEREAS, the Authority has been furnished with (a) information and materials about
the Borrower and the Credit Facility, (b) evidence that the Lender is willing to proceed with the
Credit Facility, (c) the proposed terms and conditions of the Credit Facility, (d) other infor-
mation, materials and assurances deemed relevant by the Authority;

IT IS HEREBY RESOLVED THAT:

1. Factual Findings. On the basis of the information, materials and assurances re-
ceived by the Authority and considered by it, the Authority finds:

(a) The Credit Facility consists of a working capital loan to the Borrower of up to
$500,000 secured by a first lien security interest in all accounts receivable and inventory,
a security interest on all business assets, a mortgage on property located at 29 Scobie
Pond Road, Derry, New Hampshire and a real estate mortgage on property located at 21
Scobie Pond Road, Derry, New Hampshire.

(b) The Borrower is in the business of manufacturing and wholesaling wood
mulch (the "Business") and currently employs 11 persons within the State.

(¢) The Business provides critical manufacturing services in the State and offers
significant employment opportumities to residents of the State which contributes signifi-
cantly to the economy and industry of the State.



2. Special Findings.

(a) The award of the guarantee as proposed will contribute significantly to the
success of the financing.

(b) Reasonable and appropriate measures have been taken to minimize the risk of
loss to the State and to endure that any private benefit from the award of the guarantee will be

only incidental to the public purpose served thereby.

3. General Findings.

(2) The award of the guarantee as proposed will serve a public use and provide a
public benefit.

{(b) The award of the guarantee as proposed is within the policy of, and the au-
thority conferred by RSA Chapter 162-A.

(c) The award of the guarantee as proposed will preserve or increase the social
welfare or economic prosperity of the State and one or more of its political subdivisions, and will
promote the general welfare of the State's citizens.

(d) The award of the guarantee as proposed will promote the orderly development
of business activities, create or preserve employment opportunities, or protect the physical envi-
ronment.

4. Determination and Recommendation. The Authority finds that the award of the guar-
antee as proposed will serve a public use and provide a public benefit and determines that the
award of the guarantee as proposed will be within the policy of, and the authority conferred by
the Act. The Authority recommends to His Excellency, the Governor, and The Honorable Coun-
cil that they make findings and a determination similar to those set forth above, and for that pur-
pose the Executive Director is authorized, empowered and directed to transmit to the Governor
and Council copies of this resolution, the materials received by the Authority with respect to the
Credit Facility and any other documentation and information the Governor and Council may re-
quest.

5. Authorization of Agreement. The Executive Director or Senior Credit Officer is au-
thorized, empowered and directed to deliver to the Lender a letter of intent of the Aunthority to
recommend the award of a guarantee, subject to the parameters, terms and conditions as present-
ed to the Board by the Credit Committee. The Chairman and Executive Director are further au-
thorized, empowered and directed to execute and deliver a guarantee agreement on behalf of the
Authority and the State pursuant to the requirements of the Act which shall contain parameters,
terms and conditions substantially consistent with those presented to the Board by the Credit

J




Committee, but subject to such changes and completion consistent with this resolution as the
Chairman or the Executive Director may approve, his signature being conclusive identification of
the guarantee agreement completed and authorized by this resolution.

6. Actions not to be Taken Until After Approval by Governor and Council. The
actions authorized by paragraph 3 above shall not be taken until such time as the Governor and
Council have made the findings and determination required by the Act, it being the intent of the
Authority that the various actions on its behalf which are authorized above are subject to the ac-
tion of the Governor and Council as required by the Act.

7. Other Actions by Officers. The Chairman, Vice Chairman, Executive Director
and the Senior Credit Officer are each authorized, empowered and directed to take all other ac-
tions and execute, deliver or receive such instruments and certificates as they may determine are
necessary on behalf of the Authority in connection with the transactions authorized by the pre-
ceding paragraphs of this resolution, but subject in all events to paragraph 6 hereof.

8. Effective Date. This resolution shall take effect upon its passage.

IN WITNESS WHEREOF, I have set hereunto my hand and affixed the seal of the
Business Finance Authority of the State of New Hampshire on this 19th day of November, 2012.

BUSINESS FINANCE AUTHORITY
OF THE STATE OF NEW PSHIRE

By: !Oﬁ L

77
}-ack Donovan
Executive Director
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SUMMARY OF REQUIRED STATUTORY FINDINGS OF THE
GOVERNOR AND COUNCIL UNDER RSA 162-A:18

The materials appearing in quotations below are extracts from RSA 162-A:18. Dots indi-

cate deleted provisions relating to matters not relevant to this transaction. The complete text of
RSA 162-A:18 is attached to this summary.

(eneral Findings

1. "The proposed action will serve a public use and provide a public benefit."

The proposed guarantee agreement contains commercially prudent financial safeguards
and workable provisions designed to lessen the potential of State loss in the event of de-
fault by the borrower. (Tab 4) The Authority has determined that the business of the bor-
rower provides critical manufacturing services in the State and offers significant em-
ployment opportunities to residents of the State. (Tab 7) The materiais and information
furnished and the findings described below support, and enable the making of, this gen-
eral finding.

Q 2. "The proposed action is within the policy of, and the authority conferred by,
this chapter."

The proposed guarantee agreement implements and incorporate all statutory require-
ments. (TABS 3 and 4) The Authority, which is the agency responsible for administra-
tion of RSA 162-A, has determined that the proposed transaction and the proposed award
of a guarantee satisfy all statutory and policy requirements of RSA Chapter 162-A. (TAB
7) The materials and information furnished and the findings described below support,
and enable the making of this finding.

3. "The proposed action will preserve or increase the social welfare or economic
prosperity of the state and one or more of its political subdivisions, and will promote the
general welfare of the state's citizens."

The proposed guarantee is a condition of the proposed financing, and if awarded, will fa-
cilitate the provision of the proposed financing. (TABS 5 and 7) The borrower which
will receive the proposed financing provides critical manufacturing services in the State
and offers significant employment opportunities to residents of the State. (TABS 5 and 7)

4, "The proposed action will promote the orderly development of business ac-
- tivities, create or preserve employment opportunities, or protect the physical environ-
Q ) ment."



The borrower which will receive the proposed financing provides critical manufacturing
services in the State and offers significant employment opportunities to residents of the
State. (TABS 5and 7)

Special Findings

5. "The award ... of the guarantee will contribute significantly to the success of
the financing."

The lender will undertake the proposed financing only if the guarantee is awarded. (See
the lender's commitment letter, TAB 5.)

6. "Reasonable and appropriate measures have been taken to minimize the risk
of loss to the state and to ensure that any private benefit from the award of the guarantee
will be only incidental to the public purpose served thereby."

The proposed guarantee agreement contains commercially prudent financial safeguards
and workable provisions designed to lessen the potential of State loss in the event of de-
fault by the borrower. (Tab 4) The Authority has determined that the business of the
borrower provides critical manufacturing services in the State and offers significant em-
ployment opportunities to residents of the State. (Tab 7)




