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INTRODUCTORY SECTION




PASSAIC COUNTY IMPROVEMENT AUTHORITY
401 Grand Street
Paterson, New Jersey 07505

May 18, 2011

To the Board of Commissioners
Passaic County Improvement Authority
Paterson, New Jersey

The comprehensive annual financial report (CAFR) of the Passaic County Improvement
Authority (“Authority”) for the year ended December 31, 2010 is submitted herewith.
Responsibility for both the accuracy of the data, and the completeness and fairmess of
the presentation including all disclosures, rests with Authority management. We believe
that the data presented is accurate in all material respects; that the report is presented in
a manner designed to fairly set forth the results of operations of the Authority as
measured by the financial activity of its funds; that the report fairly presents the financial
position of the Authority for the year then ended; and that all disclosures necessary to
enable the reader to gain a maximum understanding of the Authority’s financial activities
have been included.

The CAFR is presented in two main sections:

1. Introductory Section: Provides information on the contents of the report,
this transmittal letter and the Authority's organizational structure.

2. Financial Section: Includes the auditor's opinion, management discussion
and analysis, basic financial statements and other supplemental information.

Profile of the Government

In the seven (7) years since the Board of Chosen Freeholders created the Passaic
County Improvement Authority, the Authority has financed over one hundred thirty
million dollars of capital projects in Passaic County, significantly reducing interest,
financing and debt service costs to taxpayers. Entities served include the County, health
care facilities and non-profit entities.



Organization of Structure

The Passaic County Improvement Authority consists of a Chairman, a Vice-Chairman,
Secretary/Treasurer and two (2) other Commissioners. In 2007, the Improvement
Authaority employed an Executive Director.

Qverview of Services

Our professional finance team constantly monitors the public bond markets for
fluctuations that create refunding opportunities to generate present value savings of at
least 3% for our borrowers.

The Authority has unique capabilities when navigating the public bond markets on behalf
of municipalities, school districts and local utility authorities. Our ability to conduct
negotiated bond sales often results in significant savings, even as the bonds are being
priced. The ability to pool the needs of different government entities not only generates
issuance costs savings through economies of scale; it also creates bond sales of a size
and of terms attractive to institutional investors. Local governments and school districts
are able to take advantage of Passaic County’s good name and excellent credit rating to
achieve lower interest rates.

Future Plans

The Authority has several financings planned for 2011 and is hopeful that additional
project financing requests are presented for their consideration.

Financial Information

Internal Controls

In developing and evaluating the Authority's accounting system, an important
consideration is the overall adequacy of internal controls. Internal controls are designed
to provide the Authority management with reasonable (but not absolute} assurance
regarding (a) the safeguarding of assets against loss from unauthorized use or
disposition, and (b) the overall reliability of the financial records for preparing financial
statements and for maintaining accountability and control over the Authority’s assets.

The concept of reascnable assurance recognizes that (1) the cost of a control should not
exceed the benefits likely to be derived, and (2) the evaluation of cost and benefits
requires estimates and judgment by management.

Financial Operating Restlts

The management discussion and analysis that follows, summarizes and reviews the
Authority's financial operations.



independent Audit

The Authority is required to have an annual audit of the books of account, financial
records, and transactions conducted by independent certified public accountants
selected by the Board of Commissioners. This requirement has been complied with.
The independent auditors’ report on the 2010 fiscal year financial statements of the
Authority has been included in the financial section of this report.

Acknowledgment

In closing, preparation of the report would not have been possible without the leadership
and support of the fellow Commissioners, our attorney and the entire professional team.
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SAaMUEL KLEIN aND COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

550 BrROAD STREET, 11TH FLOOR 36 WEST MAIN STREET, SurTe 301
NEWARK, N..J. 07102-4543 FrREEHOLD, N.J. 07728-2291
PHONE (973) 624-6100 PrONE [732) 780-2600

Fax (873) 624-6101 Fax (732) 780-1030

INDEPENDENT AUDITOR'S REPORT

Honorable Chairman and Members of the
Passaic County Improvement Authority
County of Passaic, New Jersey

We have audited the accompanying financial statements of the Passaic County Improvement
Authority (the “Authority”), County of Passaic, State of New Jersey, as of and for the years
ended December 31, 2010 and 2009, as listed in the table of contents. These financial
statements and schedules are the responsibility of the Authority's management.  Our
responsibility is to express an opinion on these financial statements and schedules based on

our audit.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall basic financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Authority, as of December 31, 2010 and 2008, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

MEMBERS AMERICAN INSTITUTE oF CERTIFIED PUBLIC AGCOUNTANTS
www.samuelklein-cpa-rma.com
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INDEPENDENT AUDITOR'S REPORT (CONTINUED)

In accordance with Government Auditing Standards, we have also issued our report dated May
18, 2011, on our consideration of the Authority's internal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts and grants. The
purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing and not to provide an opinion on the
internal contro!l over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.

The management’s discussion and analysis on pages @ through 11 is not a required part of the
basic financial statement but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the supplementary information. However, we did not audit
the information and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements of
the Authority, taken as a whole. The information included in the introductory section and
supplementary information is presented for purposes of additional analysis and is not a required
part of the financial statements, but is presented as additional analytical data as required by the
Division of Local Government Services, Department of Community Affairs, State of New Jersey.
Such information has been subjected to the auditing procedures applied in the audit of the
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the

financial statements taken as a whole.

Walter Ryglicki
Certified Public Accountant
Registered Municjpal Accountant #408

{ SAMUEL ’ AND COMPANY

Newark, New Jersey
May 18, 2011



SavuzrelL KLEIN aAND COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

550 BrRoAD STREET, 11TH FLOOR 36 WesT MaIN STREET, Suite 301
Newarg, N.J. 07102-4543 FrEeHOLD, N.J. 07728-2291
PHONE {973) 624-6100 PaonNk (732) 780-2600

Fax (973) 624-6101 Fax (732) 780-1030

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Chairman and Members of the
Passaic County Improvement Authority
County of Passaic, New Jersey

We have audited the financial statements of the Passaic County Improvement Authority, County
of Passaic, State of New Jersey (the “Authority"), as of and for the year ended December 31,
2010, and have issued our report thereon dated May 18, 2011. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Authority’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Authority's internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Authority's internal control
over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A material weakness is a deficiency or
combination of deficiencies in internal control, such that there is reasonable possibility that a
material misstatement of the financial statements will not be prevented or detected and
corrected on a timely basis.

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC AGCCOUNTANTS
www.samuelkigin-cpa-rrma.com
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANGE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS (CONTINUED)

Qur consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designated to identify all deficiencies
in internal control over financial reporting that might be deficiencies, significant deficiencies or
materially weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority's financial statemenis
are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts and grants, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the management and members of

the Authority's Board; and for filing with the Division of Local Government Services, Department
of Community Affairs, State of New Jersey; and is not intended to be and should not be used by

anyone other than these specified parties.
Q_Oggﬁ;.. , ( g S 8.=§ N

Walter Ryglicki
Certified Public Accountant
Registered Municipal Accountant #408

Newark, New Jersey
May 18, 2011



MANAGEMENT’S DISCUSSION AND ANALYSIS

Within this section of the Passaic County Improvement Authority’s (“Authority”) annual
financial report, the management of the Authority provides narrative discussion and analysis of
the financial activities of the Authority for the audit year ending December 31, 2010.

The Authority’s financial performance is discussed and analyzed within the context of the
accompanying financial statements and notes following this section.

Discussion of Financial Statements Included in Annual Audit

The Authority prepares and presents its financial statements on several different bases, because
of accounting requirements and for internal use purposes.

The first set of statements which consist of the Comparative Statement of Net Assets, the
Comparative Statement of Revenues, Expenses and Changes in Net Assets, and the Comparative
Statement of Cash Flows is prepared on an accrual basis and is in accordance with accounting
principles generally accepted in the United States of America (GAAP) applicable to enterprise
funds of state and local governments. These statements are the official financial statements of
the Passaic County Improvement Authority.

After the first set of statements and the “Notes to the Financial Statements™ that follow is the
second set of statements. These statements are considered “Supplemental Information”.

For the purpose of the Management Discussion and Analysis, the ensuing discussion will review
the official statements of the Passaic County Improvement Authority, those prepared on an
accrual basis and in accordance with accounting principles generally accepted in the United
States of America (GAAP) applicable to enterprise funds of state and local governments. This is
the first set of statements included in the annual audit report.



MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

Statement of Net Assets

The Passaic County Improvement Authority’s Total Assets were $191,921,420. Total liabilities
were $191.461,872. Assets exceed liabilities by $459,548.

The Passaic County Improvement Authority’s Net Assets of $459,548 are comprised of the
following:

1. Unrestricted net assets $459,548 represent the portion available to maintain the
Authority’s continuing operating obligations.

Year Ended December 31,

010 2009
Total Current Assets b 944,800 $ 424 604
Total Restricted Assets 187,022,079 119,466,759
Deferred Charges -
Bond Issuance Costs 3,954,541 3,080,657
Total Assets $ 191,921,420 $ 122,972,020
Total Current Liabilities Payable
from Unrestricted Assets $ 47,834 $ 69,526
Total Current Liabilities Payable
from Restricted Assets 16,420,647 6,239,667
Long Term Bonds Payable - Net 174,993,391 116,445,916
Total Liabilities $ 191,461,872 $ 122,755,109
Net Assets - Unrestricted $ 459,548 $ 216,911
Total Net Assets $ 459,548 $ 216,911
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MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

Statement of Revenues. Expenses and Changes in Net Assets

Total Net Assets as of December 31, 2010 were $459,548.

Year Ended December 31,
2010 2009
Total Operating Revenues 3 6,650,806 $ 5,829,243
Total Operating Expenses $ 6,250,566 $ 5,827,941
Operating Income $ 400,240 $ 1,302
Non-Operating Revenues/

{(Expenses) - Net b (157,603) $ {100,851)
Change in Net Assets 242,637 (99,549)
Net Assets, Beginning 216,911 316,460
Net Assets, Ending $ 459,548 5 216,911

Statement of Cash Flows

Net increase in Cash and Cash Equivalents is $23,424,304.

11 -
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NOTES TO FINANCIAL STATEMENTS




THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

REPORTING ENTITY

The Passaic County Improvement Authority (the “Authority") is a political
subdivision of the State of New Jersey. The Authority has the power to acquire,
construct, renovate and install any "public facility”, to issue its bonds, notes or other
obligations to finance the costs of such public facility and to purchase bonds.

The Authority's primary activities consist of the administration and further
development of financings to provide local government units, including the County
with funds for the acquisition, construction renovation or installation of any public
facility.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Financial Statements

The financial statements of the Authority have been prepared on the accrual
basis of accounting with certain elimination entries, in accordance with
governmental accounting standards applicable to local government units. The
Authority's operations are segregated into unrestricted operations, which
include operating the Authority, development and financial assistance functions
and administrative functions, and restricted operations of the Authority, which
include the administration of the various financing programs for the local
government units, All significant interfund balances and transactions have
been eliminated for the purpose of financial reporting.

B. Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to
make estimates and assumptions that affect the amounts reported in the
financial statements and accompanying notes. Actual results could differ from
those estimates.

C. Unrestricted — Cash, Cash Equivalents and investments

Cash includes petty cash, change funds, cash in banks, savings accounts,
money markets, or highly liguid securities with a maturity date of three (3)
months or less at the time of purchase which may be withdrawn at any time
without prior notice or penalty. Cash equivalents are defined as shori-term,
highly liquid securities that are both readily convertible to known amounts of
cash and so near their maturity that they present insignificant risk of changes in
value because of changes in interest rates. Generally, only securities with
original maturities of three (3) months or less meet this definition. For the
Statements of Cash Flows the Authority includes all cash, cash equivalents and
investments.

-15 -



THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Restricted — Cash, Cash Equivalents and Investments

Restricted cash, cash equivalents and investments are stated at cost, which
approximates market. These assets are restricted for the future redemption of
bonds payable and future investments in direct financing leases. Restricted
cash, cash equivalents and investments are principally held in interest bearing
bank accounts or U. S. Government obligations, and are held by independent
trustees.

E. Inventory
At December 31, 2010, the Authority had no inventory.

F. Capital Assets
At December 31, 2010, the Authority had no Capital Assets.

G. Bond Issuance Costs

Bond issuance costs are stated at cost less accumulated amortization.
Amortization is provided over the lives of the bonds (15 to 30 years).

CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash and cash equivalents include petty cash, change funds, amounts in deposits,
and short-term investments with original maturities of three months or less,

Investments are stated at cost, which approximates market. The Authority
classifies certificates of deposit that have original maturity dates of more than three
months but less than twelve months from the date of purchase, as investments.

Cash and Cash Equivalents

New Jersey statutes require Authorities to deposit public funds in public
depositories that are insured by the Federal Depasit Insurance Corporation, or by
any other agency of the United States that insures deposits made in public
depositories. Authorities may also deposit public funds in the State of New Jersey

Cash Management Fund.

New Jersey statutes require public depositories to maintain collateral for deposits of
public funds that exceed depository insurance limits as follows:

The market value of the collateral must equal at least 5% of the average
daily balance of collected public funds on deposit.
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2010

CASH, CASH EQUIVALENTS AND INVESTMENTS (CONTINUED)

Cash and Cash Equivalents (Continued)

In addition to the above collateral requirement, if the public funds deposited exceed
75% of the capital funds of the depository, the depository must provide collateral

having a market value at least equal to 100% of the amount exceeding 75%.

All collateral must be deposited with the Federal Reserve Bank of New York, the
Federal Reserve Bank of Philadelphia, the Federal Home Loan Bank of New York
or a banking institution that is a member of the Federal Reserve System and has

capital funds of not less then $25,000,000.

Investments

New Jersey statutes permit the Authority to purchase the following types of

securities:

Bonds or other obligations of the United States of America or obligations
guaranteed by the United States of America. This includes instruments
such as Treasury bills, notes and bonds.

Government money market mutual funds.

Any federal agency or instrumentality obligation authorized by Congress
that matures within 397 days from the date of purchase, and has a fixed
rate of interest not dependent on any index or external factors.

Bonds or other obligations of the local unit or school districts of which the
local unit is a part.

Any other obligations with maturities not exceeding 397 days, as permitted
by the Division of Investments, New Jersey State Department of Treasury.

Local government investment pools.
New Jersey State Cash Management Fund.

Repurchase agreements of fully collateralized securities, subject to special
conditions.
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2010

CASH, CASH EQUIVALENTS AND INVESTMENTS (CONTINUED)

Investments (Continued)

New Jersey statutes and the various participant's Bond Resolutions authorize the
Authority to invest in obligations which are obligations of or guaranteed by the
Federal Government and certain State managed funds whose investments are
primarily in federal securities and certain banking institutions. As indicated by
GASB #3 as amended by GASB #40, all securities with a maturity date of more
than three (3) months from the date of purchase are deemed to be investments of
the Authority.

At December 31, 2010, the Authority's total cash, cash equivalents and
investments are as follows:

Unrestricted 3 511,475
Restricted 35,179,996

b 35,691,471
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2010

RESTRICTED NET INVESTMENT IN DIRECT FINANCING LEASES

The Authority issued bonds (Refer to Note 5) to finance the acquisition,
construction and renovation of certain capital improvements on behalf of local
government units. The Authority then leased such capital assets to the local
government units and the County of Passaic. The leases are accounted for as
direct financing leases with payment terms parallel to the bond debt service
requirements. The restricted investment in direct financing leases represents the
future minimum |ease payments receivable less the cost to be incurred in
connection with the construction of the capital improvements at December 31,
2010.

Future minimum lease payments to be received for the next five (5) years and
every five (5) years thereafter under direct financing leases are as follows:

Restricted
Next five years:

2011 $ 3,404,961
2012 3,591,501
2013 4342 178
2014 4,520,531
2015 4,940,727

20,799,898

Thereafter:

2016 5,148,834
2017 5,355,705
2018 5,813,625
2019 6,048,524
2020 6,400,767

28,767,455
2021 6,677,342
2022 7,152,401
2023 7,458,594
2024 8,243,636
2025 6,937,508

36,469,481
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2010

RESTRICTED NET INVESTMENT IN DIRECT FINANCING LEASES
(CONTINUED)

Restricted
2026 $ 6,782,366
2027 7,172,541
2028 7,106,148
2029 7,428,002
2030 7,780,428
36,269,485
2031 7,837,380
2032 8,001,442
2033 8,392,077
2034 8,803,960
2035 8,781,243
41,816,102
2036 2,725,000
2037 1,365,000
2038 1,435,000
2039 1,505,000
2040 1,585,000
8,615,000
2041 1,660,000
2042 1,745,000
3,405,000
Total Minimum QObligation $ 176,142,421
Less; Construction Costs to be Incurred $ 24,300,338

$ 151,842,083

-20 -



THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2010

LONG TERM DEBT

The detail of bonds payable as of December 31, 2010 is as follows:

Bonds Payable:

$6,000,000 Prosecutors Office Impravements Bonds, Series 2005

{Net of unamortized premium of $16,731 in 2010) $ 5,126,731
$18,370,000 Parking Facility Revenue Bonds, Series 2005 A&B

(Net of unamortized premium/discount of $147 in 2010) 17,895,147
$65,000,000 Preakness Healthcare Facility, Series 2005

{Net of unamortized premium of $1,843,493 in 2010} 63,083,493
$22,960,000 Preakness Healthcare Facility, Series 2006

{Net of unamortized premium of $371,683 in 2010) 22,461,693
$8,587,000 Capital Equipment Lease Bonds, Series 2009

{Net of unamortized premium of $327,718 in 2010) 8,769,718
$21,931,500 Yeshiva KTana Revenue Refunding Series 2010 21,753,421
$29,620,000 200 Hospital Plaza Corporation Project Series 2010

(Net of unamortized premium of $538,606 in 2010) 30,159,606
$10,292 000 Recovery Zone Project Series 2010

(Net of unamortized premium of $60,527 in 2010) 10,352,527

$ 179,302,336

Less:

Current Portion 3,403,233
Long Term Portion 3 175,899,103
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2010

LONG TERM DEBT (CONTINUED)

(A)

The $6,000,000 Prosecutors Office Building Improvements Project Lease
Revenue Bonds, Series 2005, were issued to (i) provide funds for the
renovation of a building which shall serve as a consolidated location from
which the governmental functions of the County of Passaic Prosecutor are
carried out, (i) provide funds for the costs of issuance, and (iii) to provide
funds for capitalized interest.

The remaining bonds are payable in annual installments ranging from
$250,000 in 2011 to $450,000 in 2025. The bonds bear interest at rates
ranging from 4% to 5%.

The bonds maturing on or after December 15, 2016 are subject to redemption
prior to maturity at the option of the Authority, with consent of the County, on
or after April 15, 2015.

The $18,370,000 Parking Facility Revenue Bonds, Series 2005 (Paterson
Parking Deck Project) are comprised of:

The $14,535,000 Series A (tax exempt) bonds are payable in annual
installments ranging from $335,000 in 2011 to $565,000 in 2025 at interest
rates ranging from 3.2% to 4.5%.

The $3,835,000 Series B (taxable) bonds are payable in annual installments
ranging from $75,000 in 2011 to $155,000 in 2025 at interest rates ranging
from 4.79% to 5.375%.

The Bonds were issued to (i) finance a portion of the cost of an approximately
950 space parking garage and connecting walkway with Passaic County
Community College, (i) fund capitalized interest, (iii) fund the Bond Reserve
Fund, (iv) provide for costs of issuance and (v) reimburse the Paterson
Parking Authority.

The Bonds maturing on or after April 15, 2016 are subject to redemption prior
to maturity on or after April 15, 2015.

-22-



5.

THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2010

LONG TERM DEBT (CONTINUED)

(C)

(D)

(E)

The $65,000,000 Preakness Healthcare Center Expansion Project Lease
Revenue Bonds, Series 2005 were issued to provide funds to finance (i)
renovation and expansion of Preakness Healthcare Center (ii) capitalized
interest and (iii) the payment of certain costs of issuance.

The remaining Bonds are payable in annual installments ranging from
$1,335,000 in 2011 to $4,135,000 in 2035. The Bonds bear interest at rates
ranging from 3.25% to 5%.

The Bonds maturing on or after May 1, 2016 are subject to redemption prior to
maturity on or after May 1, 2015,

The $22,960,000 Preakness Healthcare Center Expansion Project Lease
Revenue Bonds, Series 2006 were issued to provide additional funds
necessary to complete the expansion of the Preakness Healthcare Center.

The remaining Bonds are payable in annual installments ranging from
$465,000 in 2011 to $1,425,000 in 2036. The Bonds bear interest at rates
ranging from 4% to 5%.

The Bonds maturing on or after May 1, 2017 are subject to redemption prior to
maturity on or after May 1, 2016.

The $8,587,000 Capital Equipment Lease Bonds Series 2009 were issued to
provide funds to finance capital equipment for certain municipal local units.

The remaining bonds are payable in annual installments ranging from $90,000
in 2011 to $1,075,000 in 2023. The bonds bear interest at rates ranging from
4.25% to 5.5% and a term bond of $1,587,000 at 5.5% due October 1, 2025.

The $21,931,500 Yeshiva K'Tana Revenue Refunding Series 2010 were
issued to finance outstanding loans of entity.

The remaining bonds are payable on a monthly basis from $43,619.13 on
December 5, 2011 to $111,963.27 on September 5, 2035.

The $29,620,000 200 Hospital Plaza Corporation Project Series 2010 were
issued to finance the construction of a parking facility.

The remaining bonds are payable in annual instaliments ranging from

$575,000 in 2011 to $1,745,000 in 2042. The bonds bear interest at rates
ranging from 3% to 5%.
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2010

LONG TERM DEBT (CONTINUED)

(H) The $10,292,000 Recovery Zone Project (Taxable) Series 2010 were issued
to finance various municipal and county capital projects.

The remaining bonds are payable in annual installments ranging from
$199,000 to $813,000. The bonds bear interest rates of 1.66% to 6.54%.

The participants of this project will be receiving federal subsidy of 45% for
semi-annual interest payments.

There are direct financing leases with participants that have parallel repayment
terms to provide the funds for this indebtedness (Refer to Note 4). The aggregate
maturities of bonds payable for the next five (5) years and every five (5) years
thereafter are as follows:

Restricted
Next five years:

2011 3 3,404,961
2012 3,591,501
2013 4,342,178
2014 4,520,531
2015 4,940,727

20,799 898

Thereafter:

2016 5,148,834
2017 5,355,705
2018 5,813,625
2019 6,048,524
2020 6,400,767

28,767,455
2021 6,677,342
2022 7,152,401
2023 7,458,594
2024 8,243,636
2025 6,937,508

36,469,481
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5.

THE PASSAIC COUNTY IMPROVEMENT AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2010

LONG TERM DEBT (CONTINUED)

2026
2027
2028
2029
2030

2031
2032
2033
2034
2035

2036
2037
2038
2039
2040

2041
2042

Total Minimum Obligation

Less: Current Portion of Long Term Debt

Add: Unamortized Original Issue Discount/Premium

- 95 -

Restricted

6,782,366
7,172,541
7,106,148
7,428,002
7,780,428

36,269,485

7,837,380
8,001,442
8,392,077
8,803,960
8,781,243

41,816,102

2,725,000
1,365,000
1,435,000
1,505,000
1,585,000

8,615,000

1,660,000
1,745,000

3,405,000

176,142,421

3,403,233
3,159,915

175,899,103




THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2010

PENSION PLAN/POST EMPLOYMENT RETIRMENTS BENEFITS

Plan Description

The Authority had one employee during 2010. The Authority is a participant in the
Public Employees’ Retirement System (PERS), a cost-sharing multiple-employer
defined benefit pension plan administered by the Division of Pensions in the
Department of the Treasury, State of New Jersey. The plan provides retirement,
death, disability benefits and medical benefits to certain qualifying plan members
and beneficiaries. The Public Employees’ Retirement System was established
January 1, 1955 under the provisions of N.J.S.A. 43:15A. The Public Employees’
Retirement System issues publicly available financial reports that include financial
statements and required supplementary information. This report may be obtained
by writing to the State of New Jersey, Division of Pensions.

The pension contribution and withholding for the last three (3) years are as follows:

Amount
Year Employer Employee
2010 Not Determined 5 7,370
2009 Not Determined 7,370
2008 Not Determined None

It is anticipated that in 2011 the Authority will receive its first pension bill since the
Authority first employed someone in 2007. Pension enroliment dates back to June
2007: however, enroliment was not established until September 2008. Payments

may include back deductions.

Post Employment Retirement Benefils

The Authority had no Post Employment Retirement Benefit expense and currently
does not expect to provide its employees’ with any post-employment retirement
benefits.
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10.

1.

THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS {CONTINUED)
DECEMBER 31, 2010

COMMITMENTS AND CONTINGENCIES

The Authority may be a party to various legal proceedings. Based upon inquiry of
management and direct confirmation from the Authority Attorney, no litigation is
pending.

NET ASSETS

The Net Assets of the Authority are $459,548.

INTERLOCAL AGREEMENT

During 2010 the Authority renewed an Interlocal Agreement for services related to
payroll services and benefits for its employees with the County of Passaic. This
agreement will automatically terminate on or about June 30, 2014 but either party
may terminate upon thirty (30) days written nofice.

LEASE

For 2010 the Authority is reviewing the current agreement for the leased office
space with the County of Passaic. The lease is subject to renewal annually.

INTERNAL REVENUE SERVICE ARBITRAGE REBATE LIABILITY

On the fith (5™) anniversary date of the issuance of any bond, a review shall be
conducted to determine if the bond proceeds have been expended in accordance
with IRS regulations. If said bond proceeds have not been expended in
accordance with said regulation, an arbitrage rebate calculation must be performed.
If the arbitrage rebate calculation results in an amount due and is filed late,
penalties and interest could be added to the obligation. Currently, the PCIA has
several bond issues which have been reviewed for rebate and no liability exists.
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SUPPLEMENTARY INFORMATION




Schedule 1

THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
STATEMENT OF NET ASSETS
DECEMBER 31, 2010
UNRESTRICTED FUND

Total
Unrestricted Fund -
Administrative

ASSETS
Current assets:
Cash and Cash Equivalents $ 511,475
Prepaid Expenses 955
Total current assets 512 430
Total assets $ 512,430

LIABILITIES AND NET ASSETS

Liabilities:
Current liabilities:
Accrued expenses and other current liabilities 3 47,834
Interfund payable 5,048
Total current liabilities 5 52,882
Total liabilities 3 52,882
Net Assets:
Unrestricted % 459 548
Total net assets % 459,548

-98 -



ey0'c 4 +15°L06°8 g
BLLGLTE
8r0’s §559'tee
EEE'E
5i9e
6L
9ER'LEE
3 000’08 5
ao's $ ¥15°L06'9 $
BLLLEE
poon'eyv'e
oon'Zéy'e
13
8vo's 9e8'IEL
8v0’s
E s 8o 4 $
Junoaoy 6002 52025
s aInseas) ‘SPUBE INUsASY wen
[EJUSWILISACS
pafuelens) Ajunas
FENSEENTS

Z 8inpetpag

————

969'/DE'ET 3

APE'ELE'LE

LLEEEE'L

009's

/BO'ESE'L
yzg'enl
po0'say 4§

959°20€'ee g

605'vZ9

SEE'E0B'LL

(G99 58¢ )

000'060'22

LEE' L8

1858

L858

900z ssU=g
'SpUOR srUAA3Y aseaq

1efoid uoisuedxg

Jajuas ajedyyEaH ssauleald

—_—y

OvL'EEE'S

LELOLR'Y

6OV'SYE

16048
ZIE'S
000'062

ovl'eZe’s
GEZ'HYE

P6L'VEL'Y

(902’598}
000'0LY'S

L80'25¢

500g seuag

'SpUog @nuanay sses
alord wawaaoadw)
Bulp(ing a1y SJ0INoasold

$

g

g

gig'eERAL &

iplegl st

[FARWA

PELLEL
£5F'69L
000'0iP &

e e

BIEDERLL  §

B8Z'1L98
6V’ 0ED"LL
{Gos'vial

DO0'SES'LL
9E5'vl

500z sauag

oafld Bupped uesteped

spuog

anuanay Aupoe. Bupled

WYHD0Hd A8 ONNY GILIHLSIY

D10Z 'Lt ¥38W3030

§1355Y 13N 40 INJWILYLS

ALHOHLNY LNGWIAOHLWNI ALNNOD JIVSSVd 3HL

951'59.'¥9 &

£6¥'akL'La

FEEEITES
1858
000°02
LBE'89L°L

589'08Y
000'5ee’L &

MmN

851'594'v $

91588

ono'obe'ie

000°0%2° 19

ovg'ava’e

§00g sauag

‘SpuBE aNUAASY 95887

palaid uoisuedxs

J5WaY) aleay)eay ssauiERlg

Sangel [E10L

winoss|ppwniwald anss| [eubuo

pazijoWweun pue ‘uciod juaund Jo jBu ‘siqeded spuog

21| JUBLAI-UDN

| jueLna o)

ageied punyajuy

39 10} BAIBSDY

|| JUSLND JBUID pUe sasuadxa paruoay

anuaray pauazag

aiqeded 15are1U] paz|BlIceD)

salunog/salyed@IunLy of ang

SpUDQ U j5a:3)U] panaay

aeded spuog jo uoped Juaung
‘SaHIGe]) JusLnDy

SALNEEYIT
5]2S5E 2101

UDHEZIHOWE PaIBnnIJe S63| 'S}50 8IU2Nss| puog
'5)803 pauajag]

sasea| Buueuy
192JIP U] SJUBWISaAU| jaU paEmsal 1aN

pazinn sBujwes{pauncut ag o} 5)san)
sases; Bupueuy 1Pagp B juaLIisany jau pajpuisay

sjua(eainba ysea pue ysea pajouisay
Sjasse jualna jelat
ELEELETR I TENT
SaledNW Wely ang
§]255E JUALN2 1aYI0
‘S)@sse juauny

S1388V

-29-



AEFACE]

T aInpayag

S90°L1P°LEL

}BE'EBE'VLL

vLO'EEYBE

1BS'8
EECE
SLiLE
PEO°LLOTL
ZTE'P08°L
PLEIELE
261'65¢°L
EEZ'EOVE

TREEESESERSpI———

S80I 6L

LPG'ySE'E

£B0'ZFE'LSL

{56 CFE ¥2)
Ly0'88L'9LL

966'64}'5E
SPovy

GESEL
199'6
SSL'LLY

spung
payatisay
el

H

$

$

S/5°1650L %
£L1'926'6

€0l's2o

9T

9/8'/2E
000's0E

——

5/5°L55°0L &

€.0°00Z

091'980°0L

{0¥B'S0E)
000'z6e' 0L

Z6L'ZE
agh'eez

vle's
9/B'LZE g

0L0g sauag
aloid
suoy Aenosey

aﬂjl|._|
HEZLE9E H

5L9'210'0E

GED'668'E

B58'FE6'D
229'v08'}

55L'0LL

oLe’gZleee §

126'98E
848891

Weresral)

000'029's6e

21€'86¢€°22

9B}

961 g

010z ssuag

1aalud vopetadion
eze|d [BYIdSOH 002

g82'y58°LE 5

L0g'B¥Z'IE

LBb'509

BYZ'LG
£ET'BYG s

e

89Z'pEa'LE g
(A

Arr——————

¥Zb 95E°'LE

CE]
1r0'26212

s

PED'LY

98e'y

avz'2s $

0i02 s3Uas
BUE] M BAIUSDA
Buipunjay anuasay

WYHS0Hd AB ONNG Q31218153

0L02 1€ ¥38W3030

S135SY L3N 40 LNFWILVLES

ALMOHLNY AINFWIAOHDWI ALNNOD JIVSSYd 3HL

qel| o]

Juneasipauniwaid anss jeuibuo
pazZioWEUN puB ‘uojpod Jualna Jo 1au 'ajgrARd SpUDH
‘SaIqel JuaLno-uoN

salIgE] Wauns [l

siqeded punpau|
sasd 10} anlasay
sa|IGE|| Jualng J8y)0 pue sasuadxa panaoy
anuanay pausjag
a|qeied 1sau81u) paziende)
safuneoysalyediziuniu o} ang
SpUDQ 4a jsaiaiU] patusy
s|geded spuaq jo uoipod JusLng
ISBNIEL BN

EEIEE R
sjasse |20t

UB{jEZIUOLWIE PA)E|NWNIIE 53| 'S)S0D SaLENss| puog
151509 pauaag

sasea| Guioueuy
ARP U sjuall)saayl jau pajamsal 18N

pazjnn sBuiwegypaunou; ag o) s1500)
sasea| Buisureuly yoalip v Jualuisas) jau papuisay

sjuajeanba useo pue ysea paplisay
£}aSSE Juaung {210}
B|qEAIa0a] punpuajuj
saljjedioiunus WoJj ang
5J@55E JHalhd Jayi0
'S|aS5E Juaung

5.3A85Y

-30-



Schedule 3

THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
STATEMENT OF REVENUES AND EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2010
UNRESTRICTED FUND

Total
Unrestricted Fund -
Administrative
Operating Revenues:
Administrative;

2005 Preakness Healthcare Center Expansion Project 5 31,268
2005 Paterson Parking Project 22,990
2005 Prosecutor's Office Building Impravement Project 5110
2006 Preakness Healthcare Center Expansion Project 22,080
2010 Revenue Refunding -Yeshiva K'Tana 112,891
2010 200 Hospital Plaza Corporation Project 182,720
2010 Recovery Zone Project 34,022
2010 Bank Program 5,940
Application Fees 3,300

Total administrative 420,331

Total operating revenues 420,331

Operating Expenses:

Salaries And Wages 97,934
Fringe Benefits 12,247
Payroll Taxes 5,999
Professional services 55,720
Other Expenses 7,049
Total operating expenses 178,948
Operating Income/(l.oss) 241,382
Non-Operating Revenue/{Expenses):
Interest on Investments 1,239
Miscellanecus 15
Total non-operating revenues 1,254
Change in net assets 242,636
Net Assets, beginning 216,911
Net Assets, ending $ 459 547
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GENERAL COMMENTS AND RECONMMENDATIONS




GENERAL COMMENTS
DECEMBER 31, 2010

Unrestricted Fund

Cash Balances

The cash balances were verified with the statements rendered by the tfrustee and other
depositories and also confirmed by direct communication.

Contracts and Agreements Required to be Advertised for N.J.S.A. 40A:11-4 (As Amended)

N.J.S.A. 40A:11-4 (as amended) states, "Every contract or agreement, for the performance
of any work or the furnishing or hiring of any materials or supplies, the cost or the contract
price whereof is to be paid with or out of public funds not included with the terms of Section
3 of this act, shall be made or awarded only after public act or specifically by any other law.
No work, materials or supplies shall be undertaken, acquired or furnished for a sum
exceeding in the aggregate of $21,000.00 through June 30, 2010 and $26,000.00 effective
July 1, 2010 thereafter, except by contract or agreement.”

The Commissioners of the Authority have the responsibility of determining whether any
contract or agreement might result in violation of the statute. When a question arises, the
Authority Counsel's opinion should be sought before a commitment is made.

The minutes indicate that resolutions were adopted and advertised authorizing the awarding
of contracts or agreements for "Professional Services" per N.J.S.A. 40A:11-5 (as amended).

Inasmuch as the system of records did not provide for an accumulation of payments for
categories for the performance of any work or the furnishing or hiring of any materials or
supplies, the result of such an accumulation could not reasonably be ascertained.
Disbursements were reviewed, however, to determine whether any clear cut violations
existed.

Our examination of expenditures did not reveal any individual payments, contracts or
agreements in excess of $21,000.00 through June 30, 2010 and $26,000.00 effective July 1,
2010 thereafter "for the performance of any work or the furnishing or hiring of any materials
or supplies" other than those where bids had been previously sought by public
advertisement or where a resolution had been previously adopted under the provisions of
N.J.S.A. 40:11-6.

Revenues

The Authority's revenues from administration and financing fees were adequate to cover the
Authority's operating costs.

Receipts from administration and financing charges were checked to the records maintained
and verified as proper in conjunction with the fees established by the Authority.
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GENERAL COMMENTS (CONTINUED)
DECEMBER 31, 2010

Unrestricted Fund (Continued)

Expenditures

In accordance with the Statutes, the Authority adopted an annual operating budget for the
fiscal year ending December 31, 2010.

All principal and interest on the Authority's bonded indebtedness due in 2010 has been paid.

Other Comments

An exit conference with the Authority was held.

Acknowledgment

We wish to express our appreciation for the cooperation received from the Passaic County
Improvement Authority officials and professionals, and for the courtesies extended to us during
the course of the audit.

Filing Audit Report, N.J.S.A, 40A:5A-15

A copy of this report has been filed with the Division of Local Government Services.

RECOMMENDATIONS
DECEMBER 31, 2010

None.

The comments noted in our audit were not of such magnitude that they precluded us from
issuing an unqualified opinion on the financial statements taken as a whole.

Very truly yours,

%QSSB%@&Q?‘&A

Walter Ryglicki
Certified Public Accountant
Registered Municipal Accountant #408
For the Firm
SAMUEL KLEIN AND COMPANY
Certified Public Accountants
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