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PASSAIC COUNTY IMPROVEMENT AUTHORITY
930 Riverview Drive
Totowa, New Jersey 07512

December 13, 2016

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

The comprehensive annual financial report (CAFR) of the Passaic County Improvement
Authority (“Authority”) for the year ended December 31, 2015 is submitted herewith.
Responsibility for both the accuracy of the data, and the completeness and fairness 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 thirteen (13) 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, non-profit entities and school Districts.



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
Authority employed an Executive Director.

Overview 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 2016 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 overali reliability of the financial records for preparing financial
statements and for maintaining accountability and control over the Authority’s assets.

The concept of reasonable 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 Results

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 2015 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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SAMUEL K.EiNn AND COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

550 BROAD STREET, 11TH FLOOR 36 WesT MAIN STREET, SUITE 303
NewaRrEK, N.J. 07102-0969 FreEEHOLD, N.J.07728-2291
PHONE(©73)624-6100 PHoNE(732) 780-2600

Fax (973)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

Report on the Financial Statements

We have audited the accompanying financial statements of the Passaic County Improvement
Authority, County of Passaic, State of New Jersey (the “Authority”), as of and for the years
ended December 31, 2015 and 2014, and the related notes to the financial statements, which
comprise the Authority’s financial statements as listed in the table of contents. These financial
statements are the responsibility of the Authority’s management. Our responsibility is to express
an opinion on these basic financial statements based on our audits.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. 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. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
www.samuselklein-cpa-rma.com
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INDEPENDENT AUDITOR’S REPORT

Auditor’s Responsibility (Continued)

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
“entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
‘basis for our audit opinions.

Opinions

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, 2015 and 2014, 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.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 9 through 11 be presented to supplement the
financial statements. Such information, although not a part of the financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the financial statements, and other knowledge we obtained during
our audit of the financial statements. We do not express an opinion or provide any assurance
on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Authority's basic financial statements. The combining and individual
fund financial statements information included in the supplementary information is presented for
purposes of additional analysis and are not required part of the financial statements.



INDEPENDENT AUDITOR’S REPORT

Other Information (Continued)

The combining and individual fund financial statements are the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used
to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the combining
and individual fund financial statements supplementary information are fairly stated, in all
material respects, in relation to the basic financial statements as a whole.

The supplementary information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly stated in all material respects,
in relation to the financial statements taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 13, 2016 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 grant agreements and other matters. 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 control 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 considered in assessing the results of our audit.

(AP Y Qm%ﬁq

Walter Ryglicki
Certified Public Accountant
Registered Municipal Accountant #408

SAMUEL KLE!N AND COMPANY

Newark, New Jersey
December 13, 2016



SAMUEL KLEIN AND COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

550 BrROAD STREET, 11TH FLoor 36 WEST MAIN STREET, SUITE 303
NEWARK, N.J. 07102-9069 FrernoLn, N.J.O07728-2291
ProONE(©73)824-6100 PrONE(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, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Governmental
Auditing Standards issued by the Comptroller General of the United States, the financial
statements and fund information of Passaic County Improvement Authority, County of Passaic,
State of New Jersey (the “Authority”), as of and for the year ended December 31, 2015, and the
related notes to the financial statements, which comprise of the Authority’s financial statements,
and have issued our report thereon dated December 13, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
Authority’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the Authority’s internal control.

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 and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
www.samuelklein-cpa-rma.com
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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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, 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 or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

Walter Ryglicki
Certified Public Accountant
Rclagistered Municipal Accountant #408

4

- SAMUE!ﬁkLE!N AND COMPANY

Newark, New Jersey
December 13, 2016



MANAGEMENT’S DISCUSSION AND ANALYSIS

The discussion and analysis is designed to provide an analysis of the Improvement
Authority’s financial condition and operating results and to also inform the reader on
Improvement Authority financial issues and activities.

The Management’s Discussion and Analysis (MD&A) should be read in conjunction with

the Transmittal Letter (beginning on page 1) and the Authority’s basic financial
statements (beginning on page 13).

USING THIS ANNUAL REPORT

The financial statements included in this annual report are those of a special-purpose
government engaged only in a business-type activity. As enterprise funds, the
Authority’s basic financial statements include:

Statement of net position — reports the Authority’s current financial
resources (current spendable resources) with capital assets and noncurrent
obligations. (Exhibit A)

Statement of revenues, expenses and change in net position — reports
the Authority’s operating and nonoperating revenues, by major source along
with operating and nonoperating expenses and capital contributions. (Exhibit
B)

Statement of cash flows — reports the Authority’s cash flows from operating
activities, investing, capital and noncapital activities. (Exhibit C)

-10-



COMPARATIVE STATEMENT OF NET POSITION

Assets:
Current Assets
Restricted Assets

Total Assets

Deferred Outflows

Liabilities:
Current Liabilities - Unrestricted
Current Liabilities - Restricted
Noncurrent Liabilities

Total Liabilities
Deferred Inflows

Net Position:
Unrestricted

Years ended December 31,

2015

$ 673,796
212,766,417

2014
[as Restated]

$ 626,912
193,948,779

$ 213,440,213

$ 194,575,691

$ 50,170 $ 7,752
$ 129,364 $ 115,015
25,056,283 21,561,409
188,006,436 172,656,850

$ 213,192,083

$ 194,333,274

3 5177

$ 15,199

$ 293,123

234,970

The net position of the Authority increased by $58,153 during 2015 mainly due to
higher operating income; however, offset by higher non-operating expenses than in the

prior year.
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COMPARATIVE STATEMENT OF REVENUES, EXPENSES AND
CHANGE IN NET POSITION

Years Ended December 31,

2015 2014
[as Restated]
Total Revenues $ 7,150,315 $ 6,468,954
Operating Expenses 7,135,213 6,736,636
Total Operating Expenses 7,135,213 6,736,636
Operating Income 15,102 (267,682)
Nonoperating Revenues/(Expenses) 43,051 3,817
Change in Net Position - Increase 58,153 (263,865)
Net Position, Beginning 234,970 498,835

Net Position, Ending $ 293,123 $ 234,970

The Authority’s operating revenue increased and expenses increased which resulted in
an operating revenue of a net of $15,102 in 2015 when compared to 2014.

FINANCIAL CONTACT

The Authority’s statements are designed to present a general overview of the Authority’s
finances and to demonstrate the Authority’s accountability. If you have any questions
about the report or need additional financial information, please contact the Executive
Director Nicole S. Fox - Beadle .

-12 -
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015

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 unit for
enterprise funds. 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 or other qualified 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 liquid 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 short-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.
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D.

F.

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
frustees.

Inventory

At December 31, 2015, the Authority had no inventory.

Capital Assets

At December 31, 2015, the Authority had no Capital Assets.

Refunding’s of Debt

Governmental Accounting Standard Statement No. 65, “Accounting and
Financial Reporting for Refunding’s of Debt Reported by Proprietary Activities,
provides for current and advance refunding’s resulting in defeasance of debt to
defer the difference between the reacquisition price and the net carrying of the
amount defeased indebtedness and amortize the difference as a component of
interest expense over the shorter of the remaining life of the old indebtedness
or the life of the new debt.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a
separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption
of net position that applies to a future period(s) and so will not be recognized as
an outflow of resources (expense/expenditure) until then. In addition to
liabilities, the statement of net position will sometimes report a separate section
for deferred inflows of resources. This separate financial statement element,
deferred inflows of resources, represents an acquisition of net position that
applies to future periods and so will not be recognized as an inflow of resources
(revenue) until that time.
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2.

THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Net Position

GASB Statement Number 63, Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position became effective
for financial statements for periods beginning after December 15, 2011 and
established standards for reporting deferred outflows of resources, deferred
inflows of resources and net position. The adoption of this statement resulted
in a change in the presentation of the statement of net position to what is now
referred to as the statement of net position and the term “net assets” is changed
to “net position” throughout the financial statements. Net Position represents
the difference between assets, deferred outflows, deferred inflows and liabilities
in the government-wide financial statements. Net position invested in capital
assets, net of related debt consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balance of any noncurrent debt used
to build or acquire the capital assets. Net position is reported as restricted in
the government- wide financial statements when there are limitations imposed
on their use through external restrictions imposed by creditors, grantors or laws
or regulations of other governments.

Accounting and Financial Reporting for Pensions

In fiscal year 2015, the Authority implemented GASB 68. This Statement
amends GASB Statement No. 27. It improves accounting and financial
reporting by state and local governments for pensions. It also improves
information provided by state and local government employers about financial
support for pensions that is provided by other entities. This Statement results
from a comprehensive review of the effectiveness of existing standards of
accounting and financial reporting for pensions with regard to providing decision
useful information, supporting assessments of accountability and interperiod
equity, and creating additional transparency. This Statement replaces the
requirement of Statement No. 27, Accounting for Pension by State and Local
Governmental Employers, as well as the requirements of Statement No. 50,
Pension Disclosures, as they relate to pensions that are provided through
pension plans administered as trusts or equivalent arrangements that meet
certain criteria. The requirements of Statements 27 and 50 remain applicable
for pensions that are not covered by the scope of this Statement. This
statement is effective for periods beginning after June 15, 2014.
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

J. Accounting and Financial Reporting for Pensions (Continued)

The Authority has also implemented GASB Statement 71, Pension Transition
for Contributions made Subsequent to the Measurement Date-an amendment
to GASB No. 68. The objective of this Statement is to address an issue
regarding application of the transition provisions of Statement No. 68,
Accounting and Financial Reporting for Pensions. The issue relates to amounts
associated with contributions, if any, made by a state or local government
employer or nonemployer contributing entity to a defined benefit pension plan
after the measurement date of the government's beginning net pension liability.

Statement 68 requires a state or local government employer (or nonemployer
contributing entity in a special funding situation) to recognize a net pension
liability measured as of a date (the measurement date) no earlier than the end
of its prior fiscal year. If a state or local government employer or nonemployer
contributing entity makes a contribution to a defined benefit pension plan
between the measurement date of the reported net pension liability and the end
of the government's reporting period, Statement 68 requires that the
government recognize its contribution as a deferred outflow of resources.

In addition, Statement 68 requires recognition of deferred outflows of resources
and deferred inflows of resources for changes in the net pension liability of a
state or local government employer or nonemployer contributing entity that
arise from other types of events. At transition to Statement 68, if it is not
practical for an employer or nonemployer contributing entity to determine the
amounts of all deferred outflows of resources and deferred inflows of resources
related to pensions, paragraph 137 of Statement 68 required that beginning
balances for deferred outflows of resources and deferred inflows of resources
not be reported. Consequently, if it is not practical to determine the amounts of
all deferred outflows of resources and deferred inflows of resources related to
pensions, contributions made after the measurement date of the beginning net
pension liability could not have been reported as deferred outflows of resources
at transition. This could have resulted in a significant understatement of an
employer or nonemployer contributing entity's beginning net position and
expense in the initial period of implementation.

This Statement amends paragraph 137 of Statement 68 to require that, at
transition, a government recognize a beginning deferred outflow of resources
for its pension contributions, if any, made subsequent to the measurement date
of the beginning net pension liability. Statement 68, as amended, continues to
require that beginning balances for other deferred outflows of resources and
deferred inflows of resources related to pensions be reported at transition only if
it is practical to determine all such amounts.
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

K. Subsequent Events — Management has reviewed and evaluated all events and
transactions from December 31, 2015 through December 13, 2016, the date
that the financial statements are issued for possible disclosure and recognition
in the financial statements, and no items have come to the attention of the
Authority that would require disclosure.

CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash and Cash Equivalents

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.

New Jersey statutes and the Authority’s Bond resolutions permit the deposit of
public funds in institutions located in New Jersey that are insured by the Federal
Deposit Insurance Corporation, or by any other agency of the United States that
insures deposits made in public depositories.

In accordance with the previous of the Governmental Unit Deposit Protection Act of
New Jersey (GUDPA), public depositories are required 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.

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.
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

CASH, CASH EQUIVALENTS AND INVESTMENTS (CONTINUED)

Cash and Cash Equivalents (Continued)

Investmentis

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.

New Jersey statutes and the various participants’ 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, 2015, the Authority’s total cash and cash
equivalents are as follows:

Unrestricted $ 627,260
Restricted 8,757,112
d 9,384,372
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

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 lease payments receivable less the cost to be incurred in
connection with the construction of the capital improvements at December 31,
2015.

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:

2016 $ 13,157,185
2017 10,860,742
2018 9,856,041
2019 9,379,158
2020 8,983,264

52,236,390

Thereafter:

2021 8,768,226
2022 9,203,041
2023 9,634,547
2024 10,456,519
2025 16,028,993

54,091,326
2026 8,004,186
2027 8,411,488
2028 8,334,080
2029 8,600,391
2030 7,875,428

41,225,573

-22-



THE PASSAIC COUNTY IMPROVEMENT AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2015

RESTRICTED NET INVESTMENT IN DIRECT FINANCING LEASES

(CONTINUED)

2031
2032
2033
2034
2035

2036
2037
2038
2039
2040

2041
2042

Reconciliation to Statement of Net Position:

Current Portion

Add- Non Current Portion
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Restricted

7,867,380
7,971,442
8,297,077
8,628,960
8,579,171

41,344,030

2,675,000
1,365,000
1,435,000
1,505,000
1,585,000

8,565,000

1,660,000
1,745,000

3,405,000

-

200,867,319

€ P

13,157,185

187,710,134

¥

200,867,319




THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

BONDS PAYABLE RESTRICTED

$18,370,000 Parking Facility Revenue Bonds Series 2005 (A) $ 15,395,000

$22,960,000 Preakness Healthcare Center Expansion Project
Series 2006 (B) 575,000

$8,587,000 Capital Equipment Lease Revenue Bonds Series 2009 (C). 7,432,000
$21,931,500 Yashiva K'"Tana Revenue Refunding Bonds Series 2010 (D) 18,843,451
$29,620,000 Hospital Plaza Corporation Project Series 2010 (E). 27,845,000
$10,292,000 Recovery Zone Project Series 2010 (F) 8,615,000.00

$57,425,000 Lease Revenue Refunding Bonds for

Preakness Healthcare Center Expansion Project Series 2012 (G) 56,780,000.00
$2,876,647 Banc Program for 2013 (H) 1,401,357.00
$14,323,631 Banc Program for 2014 (1) 12,780,562.00

$24,795,000 Governmental Loan Revenue Bond for
City of Paterson Project Series 2015 (J) 24,795,000.00

$3,510,000 Lease Revenue Refunding Bonds for
Prosecutor's Office Building Project Series 2015 (K) 3,510,000.00

$19,550,000 Lease Revenue Refunding Bonds for

Preakness Healthcare Center Expansion Project Series 2015 (L) 19,550,000.00
$3,344,949 Banc Program for 2015 (M) 3,344,949.00
Total $ 200,867,319
Less: Current Portion 13,157,185
Noncurrent Portion $ 187,710,134
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5.

THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

BONDS PAYABLE RESTRICTED (CONTINUED).

(A)

8

(C)

(D)

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

The $14,535,000 Series A (tax exempt) bonds are payable in annual
installments ranging from $395,000 in 2016 to $565,000 in 2025 at interest
rates ranging from 3.9% to 4.5%.

The $3,835,000 Series B (taxable) bonds are payable in annual installments
ranging from $95,000 in 2016 to $155,000 in 2025 at interest rates ranging
from 5.25% 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, (ii) 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.

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
$575,000 in 2016. The Bonds bear interest at rates ranging from 4.10%.

A 2015 Refunding issue provided for all bonds that matured after May 1, 2016.

The $8,587,000 Capital Equipment Lease Revenue 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
$440,000 in 2016 to $1,075,000 in 2023. The bonds bear interest at rates
ranging from 4.00% 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 Bond, Series 2010
were issued to finance outstanding loans of the entity.

The remaining bonds are payable on a monthly basis from $52,927.86 on
January 1, 2016 to $111,963.27 on September 5, 2035.
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

BONDS PAYABLE RESTRICTED (CONTINUED)

(E)

(F)

(G)

(H)

0

()

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 installments ranging from
$625,000 in 2016 to $1,745,000 in 2042. The bonds bear interest at rates
ranging from 2% to 5%.

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 3.35% to 6.54%.

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

The $57,425,000 Lease Revenue Refunding Bonds for the Preakness
Healthcare Center Expansion Project, Series 2012 were issued to refund part
of the Series 2005 Bonds.

The remaining bonds are payable in annual instaliments ranging from
$1,905,000 in 2016 to $3,915,000 in 2035. The bonds bear interest at rates
ranging from 2.125% to 5%.

The $2,876,647 Banc Program for 2013 for leases for various school districts.
The lease payments are payable in annual installments ranging from $685,719
in 2016 to $257,646 in 2018. The interest rates at rates ranging from .098% to
1.52%.

The $14,323,631 Banc Program for 2014 for lease for various school districts.
The lease payments are payable in annual installment ranging from
$1,259,696 in 2016 to $654,637 in 2029. The interest rates at rates ranging
from 1.65% to 2.93%.

The $24,795,000 Governmental Loan Revenue Board for 2015 for the City of
Paterson Project.

The remaining bonds are payable in annual instaliments ranging from

$4,910,000 in 2016 to $7,945,000 in 2015. The bonds bear interest at rates
ranging from 2.00% to 5.00%.
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

BONDS PAYABLE RESTRICTED (CONTINUED)

(K)

(L)

(M)

The $3,510,000 Lease Revenue Refunding Bonds for Prosecutor's Office
Building Series 2015.

The remaining bonds are payable in annual installments ranging from
$295,000 in 2016 to $430,000 in 2015. The bonds bear interest at rates
ranging from 4.00% to 4.50%.

The $19,550,000 Lease Revenue Refunding Bonds for Preakness Healthcare
Center Expansion Project Series 2015.

The remaining bonds are payable in annual instaliments ranging from
$630,000 in 2016 to $1,375,000 in 2036. The bonds bear interest at rates
ranging from 3.00% to 5.00%.

The $3,344,949 Banc Program for 2015 for leases for various school districts.
The lease payments are payable in annual a semi-annual payments from

$937,936 in 2016 to $585,836 in 2020. The lease payments bear interest at
rates ranging from 1.70% to 1.82%.

There are direct financing leases with participants that have parallel repayment
terms to provide the funds for this indebtedness (Refer to Note 4).
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

PENSION PLAN

Plan Description

Substantially all of the Authority’s employees participate in the contributory defined
benefit public employee retirement system which has been established by State
statute, the Public Employees' Retirement System (PERS). This system is
sponsored and administered by the New Jersey Division of Pensions and Benefits.
The Public Employees' Retirement System (PERS) is considered a cost sharing
multiple-employer plan. The PERS issues a publicly available financial report that
includes financial statements and required supplementary information and separate
actuarial valuations. Those reports may be obtained by writing to: State of New
Jersey Division of Pensions and Benefits, P.O. Box 295, Trenton, NJ 08625-0295
or by visiting their website at www.state.nj.us/treasury/pensions/gasb-43-
sept2008.pdf. : :

Funding Policy

The Public Employees' Retirement System (PERS) was established January 1,
1955 under the provisions of N.J.S.A. 43:15A to provide coverage, including post-
retirement health care, to substantially all full-time employees of the State or any
county, municipality, school district or public agency provided the employee is not a
member of another State-administered retirement system.  Membership is
mandatory for such employees and vesting occurs after eight to ten years of
service and twenty-five years for health care coverage. Members are eligible for
retirement at age sixty with an annual benefit generally determined to be 1/55"™ of
the average annual compensation for the highest three fiscal years' compensation
for each year of membership during years of creditable service. Pension benefits
for members enrolled in the system after May 21, 2010 would be based on 1/60"™ of
the average annual compensation for the last five (5) years of service or any five
fiscal years of membership that provide the largest benefit to the member of the
member’s beneficiary. Early retirement is available to those under age sixty with
twenty-five or more years of credited service. Anyone who retires early and is
under age fifty-five receives retirement benefits as calculated in the above-
mentioned formula but at a reduced rate (one quarter of one percent for each
month the member lacks of attaining age fifty-five).
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

PENSION PLAN (CONTINUED)

Significant Legislation

P.L.2011, ¢.78, effective June 28, 2011, made various changes to the manner in
which PERS operates and to the benefit provisions of that system.

This new legislation’s provisions impacting employee pension and health benefits
include:

e New members of PERS hired on or after June 28, 2011 (Tier 5 members),
will need 30 years of creditable service and age 65 for receipt of the early
retirement benefit without a reduction of ¥ to 1 percent for each month that
the member is under age 65.

e The eligibility age to qualify for a service retirement in the PERS is
increased from age 62 to 65 for Tier 5 members.

e The annual benefit under special retirement for new PERS members
enrolled after June 28, 2011 (Tier 3 members), will be 60 percent instead of
65 percent of the member’s final compensation plus 1 percent for each year
of creditable service over 25 years but not to exceed 30 years.

o Active member contribution rates will increase. PERS active member rates
increase from 5.5 percent of annual compensation to 6.5 percent plus an
addition one percent phased-in over 7 years. For fiscal year 2014, the
member contribution rates increased in July 2014. The phase-in of the
additional incremental member contributions for PERS members will take
place in July of each subsequent fiscal year.

e The payment of automatic cost-of-living adjustment (COLA) additional
increases to current and future retirees and beneficiaries is suspended until
reactivated as permitted by this law.

In addition, this new legislation changes the method for amortizing the pension

systems’ unfunded accrued liability (from a level percent of pay method to level
dollar of pay).
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

PENSION PLAN (CONTINUED)

Employee contributions through June 30, 2015 were six and ninety-two hundredths
percent (6.92%) and seven and six hundredths percent (7.06%) effective July 1,
2015 of the employee’s base wages. Employer’s contributions are actuarially
determined annually by the Division of Pensions.

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

Amount
Year Employer Employee
2015 $ 10,855.00 $ 6,364.54
2014 11,074.00 6,237.20
2013 10,207.00 5,564.84 *

* Includes back deductions.

Post Employment Retirement Benefits

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

Government-Wide Financial Statements

Public Employees Retirement System (PERS)

The information for PERS was abstracted from State of New Jersey Public
Employees’ Retirement System Schedules of Employer Allocations and Schedules
of Pension Amounts by Employer as of June 30, 2015 and June 30, 2014
Independent Auditor's Report dated April 14, 2016 and November 13, 2015,
respectively.

The Authority reported a liability of $296,302 and $246,529 for its proportionate
share of the net pension liability at December 31, 2015 and December 31, 2014,
respectively. The net pension liability was measured as of June 30, 2015 and June
30, 2014 and the total pension liability used to calculate the net pension liability was
determined by an actuarial valuation as of those dates. The Authority’s proportion
of the net pension liability was based on a projection of the Authority’s long-term
share of contributions to the pension plan relative to the projected contributions of
all participating entities, actuarially determined.
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

PENSION PLAN (CONTINUED)

Government-Wide Financial Statements (Continued)

Public Employees Retirement System (PERS) (Continued)

June 30,
2015 2014
Local Group Share $ 22,447,996,119 $ 18,722,735,003
Authority Proportionate Percentage 0.0013199465 % 0.0013167382 %
Difference - Increase 0.0000032083

For the year ended December 31, 2015, the Authority recognized pension expense
of $18,875. At December 31, 2015, the Authority reported deferred outflows of
resources and deferred inflows of resources related to PERS from the following

sources:
Deferred Deferred
Outflows of Inflows of
Resources Resources
Changes in assumptions $ 31,820
Net difference between expected and actual experience 7,069
Net difference between projected and actual investment
earnings on pension plan investment $ 4,764
Changes in proportion 510 413
Authority contributions subsequent to the
measurement date 10,771
Total $ 50,170.00 $ 5,177.00
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

PENSION PLAN (CONTINUED)

Government-Wide Financial Statements (Continued)

Public Employees Retirement System (PERS) (Continued)

The $50,170 reported as deferred outflows of resources related to pensions
resulting from entities contributions subsequent to the measurement date (i.e. for
the Authority year ending December 31, 2015, the plan measurement date is June
30, 2015) will be recognized as a reduction of the net pension liability in the
Authority year ended December 31, 2015. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pensions will be

recognized in pension expense based on local share is as follows:

Year Ended .

December 31 Amount
2016 $ 62,124
2017 62,124
2018 62,124
2019 104,904

Thereafter 55,932

Additional Information:

Collective (local and state employers) balances at June 30, 2015 and June 30,

2014 are as follows:

June 30, 2015

June 30, 2014

Collective deferred outflows of resources
Local Group
State Group

$ 3,578,755,666
2,244,541,929

952,194,675
500,510,863

$ 5,823,297,595

1,452,705,538

Collective deferred inflows of resources
Local Group $
State Group

993,410,455
221,779,892

1,479,224,662
667,494,350

$ 1,215,190,347

$ 2,146,719,012

Collective net pension liability
Local Group
State Group

$ 22,447,996,119
23,722,135,537

$ 18,722,735,003

20,127,103,950

$ 46,170,131,656

$ 38,849,838,953

Authority's proportion (of Local Group) 0.0013199465 %

0.0013167382 %
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

PENSION PLAN (CONTINUED)

Government-Wide Financial Statements (Continued)

Public Employees Retirement System (PERS) (Continued)

Actuarial Assumptions

The total pension liability for the June 30, 2015 measurement date was determined
by an actuarial valuation as of July 1, 2014, which rolled forward to June 30, 2015.
The total pension liability for the December 31, 2015 measurement date was
determined by an actuarial valuation as of June 30, 2015. This actuarial valuation
used the following assumptions, applied to all periods in the measurement.

Inflation 3.04 Percent
Salary Increases:
2012-2021 2.15-4.40 Percent (based on age)
Thereafter 3.15-5.40 Percent (based on age)
investment Rate of Return 7.90 Percent

The actuarial assumptions used in the June 30, 2015 valuation were based on the
results of an actuarial experience study for the period July 1, 2014 and rolled
forward to June 30, 2015.

Mortality Rates

Mortality rates were based on the RP-2000 Combined Healthy Male and Female
Mortality Tables (setback one year for males and females) for service retirement
and beneficiaries of former members with adjustments for mortality improvements
from the base year of 2012 based on Projection Scale AA. The RP-2000 Disabled
Mortality Tables (setback 3 years for males and setback 1 year for females) are
used to value disabled retirees.

Long-Term Rate of Return

In accordance with State statute, the long-term expected rate of return on plan
investments ( 7.90% as June 30,2015 ) is determined by the State Treasurer, after
consultation with the Directors of the Division of Investments and Division of
Pensions and Benefits, the board of trustees and the actuaries. Best estimates of
arithmetic real rates of return for each major asset class included in PERS's target
asset allocation as of June 30, 2015 are summarized in the following table:
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

PENSION PLAN (CONTINUED)

Government-Wide Financial Statements (Continued)

Public Employees Retirement System (PERS) (Continued)

Long-Term Rate of Return (Continued)

Long-Term
Target Expected Real
Asset Class Allocation Rate of Return
Cash 5.00 % 1.04 %
U.S. Treasuries 1.75 1.64
Intermediate Term Bonds 10.00 1.79
Mortgages ‘ - 210 .1.62
High Yield Bonds 2.00 403
inflation Indexed Bonds 1.50 3.25
Broad US Equities 27.25 8.52
Developed Foreign Markets 12.00 6.88
Emerging Market Equities 6.40 10.00
Private Equity 9.25 12.41
Hedge Funds/Absolute Returns 12.00 4.72
Real Estate (Property) 2.00 6.83
Commodities 1.00 5.32
Global Debt ex US 3.50 -0.40
REIT 425 5.12

Discount Rate

The discount rate used to measure the total pension liability was 4.90% as of June
30, 2015. This single blended discount rate was based on the long-term expected
rate of return on pension plan investments of 7.9%, and a municipal bond rate of
3.80% as of June 30, 2015 based on the Bond Buyer GO 20-Bond Municipal Bond
Index which includes tax-exempt general obligation municipal bonds with an
average rating of AA/Aa or higher. The projection of cash flows used to determine
the discount rate assumed that contributions from plan members will be made at
the current member contribution rates and that contributions from employers will
be made based on the average of the last five years of contributions made in
relation to the last five years of recommended contributions. Based on those
assumptions, the plan's fiduciary net position was projected to be available to
make projected future benefit payments of current plan members through 2033.
Therefore, the long-term expected rate of return on plan investments was applied
to projected benefit payments through 2033, and the municipal bond rate was
applied to projected benefit payments after that date in determining the total
pension liability.
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THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

PENSION PLAN (CONTINUED)

Government-Wide Financial Statements (Continued)

Public Employees Retirement System (PERS) (Continued)

Sensitivity of The Collective Net Pension Liability to Changes in the Discount Rate.

The following presents the collective net pension liability of the participating
employers as of June 30, 2015 and June 30, 2014, respectively, calculated using
the discount rate as disclosed above as well as what the collective net pension
liability would be if it was calculated using a discount rate that is 1 -percentage
point lower or 1- percentage-point higher than the current rate:

June 30, 2015

At Current
1% Decrease Discount Rate 1% Increase
3.90% 4.90% 5.90%

Authority's proportionate share of
the Local Group pension liability $ 3,682,665 $ 2,963,015 § 2,359,665

June 30, 2014

At Current
1% Decrease Discount Rate 1% Increase
4.39% 5.39% 6.39%

Authority's proportionate share of
the Local Group pension liability $ 3,101,423 $ 2465294 § 1,931,106

Pension Plan Fiduciary Net Position.

Detailed information about the pension plan’s fiduciary net position is available in
the separately issued Financial Report for the State of New Jersey Public
Employees Retirement System (PERS).
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10.

THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

ACCRUED SICK DAY AND VACATION BENEFITS

The Authority accounts for accrued sick and vacation benefits under the terms
defined in the Executive Director’s contract.

Accrued Sick Days

Sick days accumulated at the rate of one and quarter (1%) per month. Any
amount of sick day‘s allowance not used in the fiscal year shall accumulate to
the individual's credit. From year to year to be used if and when needed. Upon
termination of employment, unused sick days may be paid up to half of the
accumulated time at the then per diem rate with the payment not to exceed
$12,000.00.

Vacations
Vacation pay accumulated at the rate of one and quarter (1%) per month. Upon
the end of employment, the individual will be entitled to payment for any unused
vacation days.
The accrued sick days and vacation benefits for the year ended December 31,
2015 financial statements included a liability for accrued sick and vacation days of
$10,700.52.

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.

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 was renewed on or about May 28, 2014 but either party may terminate
upon thirty (30) days written notice.

ADMINISTRATIVE OFFICE LEASE

Starting January 1, 2016 the Authority has an agreement for the leased office
space with the County of Passaic. The lease is subject to renewal annually. The
leased office space for the Authority was rent free for the current year.
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12.

THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

INTERNAL REVENUE SERVICE ARBITRAGE REBATE LIABILITY

On the fifth (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.

PRIOR PERIOD ADJUSTMENT

GASB Statement No. 68 relates to “Accounting and Financial Reporting for
Pensions”. The net position as of December 31, 2014 was restated in order to
account for the net pension (PERS) liability of the Authority, the data was released
on November 13, 2015 and it was necessary to retroactively adjust the net position
of the Authority as of December 31, 2014. The statement of net position as of
December 31, 2014 has been restated to provide for the cumulative impact of the
adjustment. The adjustment reduced the net position of the Authority by $287,782
and increased the net noncurrent pension liabilities by $246,529. In addition the
restricted funds were adjusted and restated for the 2013 and 2014 Banking
Programs that were not presented or recorded in the General ledgers provided by
the authority.
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Schedule 1

THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
STATEMENT OF NET POSITION
DECEMBER 31, 2015
UNRESTRICTED FUND

Total
Unrestricted Fund -
Administrative

ASSETS
Current assets:
Cash and Cash Equivalents $ 627,260
Accounts Receivable 44 448
Prepaid Expenses 1,500
Other Receivable 588
Total current assets 673,796
Total assets $ 673,796
LIABILITIES
Liabilities:
Current liabilities:
Accrued expenses and other current liabilities $ 115,783
Interfund payable 2,233
Total current liabilities 118,016
Total liabilities $ 118,016
NET POSITION
Unrestricted $ 555,780

Total Net Position $ 555,780

-38-



£€2'C $ 91L0'2er’L $
0007266'9
€£2'2 9L0'0vy
£€2'e
13
$ 000°'0¥Y $
££2°C $ oloeey’L $
0002eY'L
gl
€£TT
€£2'C
$ $
JUNOVY 6002 seues
sJainseal] 'spuog enueaey ueo
[BlUBWILIBAOD
pesjueseng Alunocy
BYCAREEN

¢ ainpayosg

nunnu,unuﬂmuﬁﬂuﬂ"
200'tes'L $

€00'L8G'L

200'986
000545 ¢

20071951 $

B Ty T ——

000645

200986

200'986

9002 s8li8g
'SpUOY BNUBASY BSEST
oaloid uoisuedxy
Jajuay) eseoy)eaH sseuneald

B iR

sev'ey $ Y9.L'G0v'GL $
000'606'yL
seY'ey 9. 005
sey'ey $9.'0L
$ 000'06% $
Sey'ey $ $9.'601'S 1L $
000'66€'S1
SCh EY 9.°01
$ $
5002 saleg G002 salss
'Spuog anueAaY eseat Awoyiny Bupped uosieied
yaloid Juswsaoidig spuog

Bur

ing 8010 $40IN0850Jd snusAey Aje Bunped

WYNOO0Md AF ONN G3LD1¥.1S3Y
§102 1€ ¥3gaD30
SILLTIFVI ANV S13SSV 40 INJWILVLS ONINIBNOD
ALROHLNY LNIWIAOUIWI ALNNOD DIVSSYd JHL

Sm————
¥656.0°1 $ sajjigel 1ejoL
uoipod juaind Jo Jou ‘sjgedied spuog
‘soapIgel JuaLINo-UON
$SS'6L0°1L el JuaLnD [ejo]
200'986 ajqeied punpaiul
$89.] JO} BAIBSDY
anueAdY patlieaun
265'€6 suedoiped o} ang
$ ajgeied spuoq Jo uoluod Jusung
158
SILHEvVI
B
$¥65'6.0'1 $ sjesse 80
sasea| Bupueul 1a1Ip Ul JUBWISIAUL JaU Pajusay
gig'8e SIUBIBAINDS YSED pue Ysed papLsay
Ly0'150" $)9SSE JUBLND [ej0)
L¥0'160°L 2jgEAR08s pungal]
$ sjuedippred woy ang
'sjasse Juaung
S1388Y
G00C selisg

‘'SpUOE sNUBABY 9sea]

eloid uoisuedxgy

I8)UBY) BIROIEBH SSeUNEBld

-39-



nﬂﬂulﬂuﬂﬂﬂﬂ
019z¢e $

[E———

0ig92e

otg'ze

0192Z¢ $

[E—

olgce

wieiboid
wsunoy

JBjUBD 2iedylEal SSBUNBaId

WVHO0Ud A9 ONNd GILORILSTY
102 1€ Y3an3aoad

s — e S— ———
LP0'LER' LS % $96'¢29'8 $ yee'Lov oe ¢ Zyzeas’sl $
000'G.8'vS 000°L¥2'8 000°022'22 16928181
1$0'956'C G96'28¢ ANAZAC 156'v.9
LP0'LS0'L

16L'8t

596'8 [(AXA4: 3]

000'606' $ 000'¥L€ $ 000'529 $ 092'559 $
e——— —— — E——

LP0'LER' LS $ G96'€29'8 $ ¥2e' L9V 9E $ FA AR 1Y $
000°08L°95 000'519'8 000°5¥8'22 FEEAD

G96'8 A7
1¥0'150°L LOV'LSY
Ly0'150'L $ $ $ L0b' LGP $

Z10¢ salsg 0102 ssiag 0102 ssuag 010¢C s8lesg

‘spuog Buipunjey snuaAsy asea] waloid Pafosd uopeiodion BUBL M BAIUYSSA

psfold uojsuedx3 suo07 AisAcoay ezejd |eidsoH 002 Buipunjay anusasy

SALLITNAYIT ANV S13SSY 40 INJWILVIS ONIENO:

ALRIOHLAY INSW3AOHJIWI ALNNOD DIVSSVd dHL

sanigel |2lol

uotod juaiung jo Jau ‘ajqeled spuog
SanIge) JUBLND-UON

saljiiqel JusLND B0 L

ajqeied punpajy

s284 10} aAIBSEY

anuaAdy pauleaun

sjuedioped o} ang

s|qeded spuog Jo uoldod WaLny
sagigel] waung

S3LIH8vYIN

sjosse [Bjol

sasea] BulouBuy 108J1P Ul JUSWISIAUL 18U PBIDUISIY
sjuaeanbs yseo pue yseo palIsay
SJasSSE JUBLND B0 L
8(qBAIg0a) punpajuy
sjuedpiped wolj snQ
'Sjasse JusLng

S13SsY

- 40 -



B JR—— o ——
wyilrzie $ £6566L'¥Z $ 1e0'vise  $
802655 891 000886} 0ooslee
80221Z¥e €BE VIS Y 180°662
£¥0LE0C
699'1S
£re've
£¥5'6LL'6 00'E6S ¥ 180'%

HIVELE'ZY $ 000’0168’y § 000'562 $

[F—— e — ms————

Ly LLLZIZ 1 £6S°66L VT S L8O pis'E %
€OLEEY 00T 000'S6L YT 00001S €
Zirisle o0'ees ¥ 180y
209085¢€
9/Z6E0¢C
92" K81 $ $ $
Spung 10T sopes FI0L 59195
papUsay 'spuog snusawy asea ‘spuog anuaAzy sea
tel0), et ion 1elold
uosiaied jo Aud Butpiing 83440 soiassolgd

DR
Z 9npayes

$

$

Smesm————— e — e——— "
LZ8'155'61 s 1ZBIREE % 295°08LC1 s se'lort $
000'055'61 £iozsee 998°02Z5 L1 2e9561L
[X44Y I8 0L 96965C 1 6il588

8.9'ze
1z8'4
$ 9t8'L8 $ 969'652'1 $ 610°589

e e ————— eesmayomm oy
1Za'iss sl $ 128728EE s 7850842t H 1SE10FL
000055 61 66 6¥EE 29508L21 5oL

(¥4
Bigce
$ e $ $
10T Sopa5 soT rnor HoT
‘spuog Bulpunay anudARy seat weibord weibold wiesBosrd
wafol4 vojsurdry ueg sueg aueg
RURD TR ST

WYHE50dd Ad aNNd 0310181639

A PR EEEREL]

ALTYOHIAY INSWIAOHUWI ALNNOD DIVESvd JHL

SoRiIaEY (€101

uogiod Jua.ng jo jou ‘aigeAed spucg
1SORIGEY JWALIND-UON

SIRMIGE JWeUnd [210),

ajqeAud pungajy;

$994 10} OAIOSOY

anueaay pouseaun

suedped o) ongl

ajqeAed spuoq Jo uogiod Juaung
‘SonIKEY WaIND

0SS |E10L

saseef buk JLEFT AT 110U p
sjusjeanba ysed pue ysea payilsey
S)8SSE JUOLND [8j0]
B{qRNISI3L pUNLIBIUY

sjuedpped woy eng
'sjosse Juaung

-41 -



THE PASSAIC COUNTY IMPROVEMENT AUTHORITY
STATEMENT OF REVENUES AND EXPENSES AND CHANGE IN NET POSITION

FOR THE YEAR ENDED DECEMBER 31, 2015
UNRESTRICTED FUND

Operating Revenues:
Administrative:

2005 Paterson Parking Project

2005 Prosecutor's Office Building Improvement Project

2015 Prosecutor's Office Building Improvement Project

2006 Preakness Healthcare Center Expansion Project

2010 Revenue Refunding -Yeshiva K'Tana

2010 200 Hospital Plaza Corporation Project

2010 Recovery Zone Project

2012 Preakness Healthcare Center Expansion Project
Refunding Bonds

2015 Preakness Healthcare Center Expansion Project
Refunding Bonds

2015 City of Paterson Project

Miscellaneous
Banking Program

Total administrative

Total operating revenues
Operating Expenses:
Salaries And Wages
Fringe Benefits
Pension
Payroll Taxes
Professional services
Other Expenses
Total operating expenses
Operating Income/(Loss)

Non-Operating Revenue/(Expenses):
Interest on Investments

Total non-operating revenues
Change in Net Position
Net Position, beginning

Net Position, ending

-42 -

Total

Unrestricted Fund -

Administrative

$ 20,865
3,760

500

19,545
18,791
52,455

8,615

28,500

25,000
30,994

10,500
35,737

255,252
255,252

93,370
33,840
10,855
5,672
72,681
9,245

225,663

29,589

3,439
3,439

33,028

522,752

$___ 555780

Schedule 3
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GENERAL COMMENTS
DECEMBER 31, 2015

Unrestricted Fund

Cash Balances

The cash balances were verified with the statements rendered by the trustee and other
depositories.

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 $17,500.00 except by contract or agreement." The Authority
did not employ a Qualified Purchasing Agent (Q.P.A.) therefore the minimum threshold was
used in 2015.

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 $36,000.00 "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.

-46 -



GENERAL COMMENTS (CONTINUED)
DECEMBER 31, 2015

Unrestricted Fund (Continued)

Expenditures

In accordance with the Statutes, the Authority adopted an annual operating budget for the
fiscal year ending December 31, 2015.

All principal and interest on the Authority’s bonded indebtedness due in 2015 has been paid.

Other Comments

All Restricted General ledgers were not accurately maintained and presented for audit.

There are fees being accrued for professional services that are over two (2) years old and are
based upon estimates provided by the Professional. The actual bills for professional service
frees should be presented and reviewed for payment or cancellation.

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.
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RECOMMENDATIONS
DECEMBER 31, 2015

None.

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

Very truly yours,

Cumwu%&

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