
FORM OF PARTICIPANT TAX AGREEMENT 

 

INTRODUCTION: RECIPIENT’S TAX LAW OBLIGATIONS UNDER THE LOAN 

IN ORDER TO HELP MINIMIZE INTEREST RATES CHARGED IN CONNECTION WITH 

THE STATE REVOLVING FUND (SRF) PROGRAMS, THE FUNDING FOR THE LOANS IS 

OBTAINED THROUGH THE ISSUANCE OF FEDERALLY SUBSIDIZED TAX-EXEMPT 

BONDS BY THE ILLINOIS FINANCE AUTHORITY FOR THE BENEFIT OF THE ILLINOIS 

ENVIRONMENTAL PROTECTION AGENCY (IEPA OR AGENCY) AND ITS SRF 

PROGRAMS. SUCH BENEFICIAL FINANCING COMES WITH CERTAIN FEDERAL TAX 

LAW COMPLIANCE REQUIREMENTS, WHICH ARE SUMMARIZED IN THE ATTACHED 

TAX AGREEMENT.  

THE TAX AGREEMENT IS REQUIRED FOR ALL RECIPIENTS OF SRF LOANS. IT 

PROVIDES THAT THE RECIPIENT WILL COMPLY WITH ALL APPLICABLE TAX LAW 

REQUIREMENTS. MANY OF THESE REQUIREMENTS AFFECT RECIPIENTS ONLY 

UNDER UNUSUAL CIRCUMSTANCES, SUCH AS WHEN A DEBT SERVICE FUND THAT 

IS NOT DEPLETED AT LEAST ONCE A YEAR IS ESTABLISHED OR ANY PART OF THE 

PROJECT IS SOLD OR USED IN A PRIVATE BUSINESS USE OR OTHER USE THAT WAS 

NOT AUTHORIZED WHEN THE LOAN WAS ORIGINATED.   

THE “DATE OF ISSUANCE OF THE BONDS” REFERRED TO IN THE TAX AGREEMENT 

IS APRIL 16, 2019, OR, FOR LOANS FINANCED FROM PROCEEDS OF BONDS ISSUED 

AFTER THAT DATE, THE DATE OF ISSUANCE OF THOSE BONDS, AS PROVIDED TO 

THE RECIPIENT BY THE IEPA. 

THE “WEBSITE INSTRUCTIONS” REFERRED TO IN THE TAX AGREEMENT MAY BE 

FOUND AT https://www2.illinois.gov/epa/Documents/epa-forms/water/financial-

assistance/srf/srf-recipient-tax-certificate-instructions.pdf FOR SPECIFIC QUESTIONS ABOUT 

THE APPLICATION OF THESE REQUIREMENTS TO THE RECIPIENT’S 

CIRCUMSTANCES, YOU MAY CONTACT IEPA’S WATER REVOLVING FUND FINANCE 

MANAGER (FOR PROGRAM MATTERS) AT  (217) 524-1340, OR IFA’S TAX COUNSEL 

(FOR LEGAL MATTERS) AT (312) 902-5564. 



TAX COMPLIANCE CERTIFICATE AND AGREEMENT 

__________________________ (the “Recipient”) is executing this Tax Compliance 

Certificate and Agreement (“Tax Agreement”) to allow the Illinois Environmental Protection 

Agency (the “Agency”) to fund one or more loans (L17#____________________) (the “Loan”) 

to the Recipient with proceeds of tax-exempt bonds.   

Section 1.  Expectations.  The Recipient and the Agency have previously executed or will 

execute a loan agreement or loan agreements providing that the Agency lend funds to the Recipient 

to reimburse the Recipient for eligible costs incurred for the Project described therein.  This Tax 

Agreement establishes the expectations and covenants of the Recipient with respect to future 

events regarding the Loan and the use of Loan proceeds.  The Recipient recognizes that the Loan 

proceeds are derived in whole or in part from the proceeds of tax-exempt bonds.  Certain 

certifications and covenants necessary to preserve the tax-exemption of the bonds are presented 

here in summary form; additional information is available in the Website Instructions, which are 

incorporated in this Tax Certificate to the extent relevant to the Project.  

Section 2.  Internal Revenue Service Audits.  The Internal Revenue Service has not 

contacted the Recipient regarding any bonds or other debt obligations issued by or on behalf of the 

Recipient in connection with its wastewater or drinking water system and no such obligations are 

currently under examination by the Internal Revenue Service. 

Section 3.  Purpose of the Loan.  The proceeds of this Loan will be used to finance eligible 

capital expenditures of the Project, including architectural or engineering costs incurred prior to 

construction.  The Recipient expects to borrow at least 90% of the commitment amount of the 

Loan and to spend all of the Loan Proceeds on the Project. 

Section 4.  The Project — Binding Commitment and Timing.  The Recipient expects that 

the work of constructing the Project and the expenditure of Loan proceeds will proceed with due 

diligence (i.e., without substantial or unnecessary delay) after the Loan is originated.  The 

Recipient expects to draw and spend all of the Loan proceeds no later than the third anniversary 

of the Date of Issuance of the Bonds (as defined in the Introduction to this Tax Agreement). 

Section 5.  Reimbursement.  None of the proceeds of the Loan will be used to reimburse 

expenditures actually paid by the Recipient prior to the Date of Issuance of the Bonds (as defined 

in the Introduction to this Tax Agreement), unless the Recipient has adopted a qualified “official 

intent resolution” or the expenditures constitute qualified “preliminary expenditures” (see Website 

Instructions for details).  

Section 6.  Hedge and Investment Agreements.  The Recipient will not enter into any 

interest rate swap, interest rate cap, futures contract, forward contract, guaranteed investment 

contract, certificate of deposit, option or similar instrument in connection with the Loan or the 

proceeds of the Loan unless an exception applies (see Website Instructions). 

Section 7.  Funds and Accounts.  The Recipient will establish and maintain a Repayment 

Fund, in which all amounts deposited are actually applied to principal and interest payments on 

the Loan within one year of the deposit date.  No other funds pledged to, or expected to be used to 

pay, the Loan will be maintained by the Recipient. The Loan does not replace any invested funds 



of the Recipient that were previously reserved to pay the costs of the Project and the term of the 

Loan is no longer than 120% of the expected useful life of the Project. 

Section 8.  Use of Proceeds and Project.  None of the Loan proceeds or the Project will be 

used by any person or entity, other than a state or local government unit, pursuant to any special 

arrangement that does not include all members of the general public (such as a sale; lease; 

management, service or output contract; or similar arrangement), unless an exception applies (see 

Website Instructions).  Also, none of the Loan proceeds will be lent to any party other than a state 

or local government unit. 

Section 9.  No Sale of the Project.  The Recipient will not sell or otherwise dispose of any 

portion of the Project without prior written approval of the Agency. 

Section 10.  Purchase of Bonds by Recipient.  The Recipient will not purchase any tax-

exempt bonds the proceeds of which were, or might have been, used to fund the Loan (if in doubt, 

contact the Agency). 

Section 11.  Compliance Procedures.  The Recipient will adopt, and periodically monitor 

its compliance with, written procedures for satisfaction of its covenants hereunder. Such 

procedures must contain, among other things, the following  characteristics to ensure that 

violations are timely identified and corrected so that the Loan and the Bonds remain in compliance 

with federal tax requirements from the time they are issued until they are no longer outstanding: 

(a) due diligence review at specified regular intervals, (b) identification and training of the officer 

or employee responsible for review, (c) retention of adequate records to substantiate compliance 

(e.g., records relating to the allocation of proceeds, etc.), (d) procedures reasonably expected to 

timely identify noncompliance, and procedures to ensure that steps will be taken to timely correct 

noncompliance.  A form of such procedures that may be adapted to the Recipient’s circumstances 

is contained in the Website Instructions. 

Section 12.  Records.  The Recipient will keep and retain adequate records to demonstrate 

compliance with all of the covenants in this Tax Agreement (including the Website Instructions, 

if applicable), at least until the third anniversary of the payment in full of the Bonds. 

Dated: ____________, 20__ 

  

  

   

  Name of Authorized Representative 

  

  

  

  

 By  

  Authorized Representative Signature 
 


