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INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and Members
of the City Council
City of Jersey City, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statements — regulatory basis of the City of Jersey City,
New Jersey (the “City”), which comprise the comparative balance sheet — regulatory basis, of each fund
and account group as of December 31, 2012 and 2011, and the related comparative statement of
operations and changes in fund balance — regulatory basis, of each fund, and the statement of revenues —
regulatory basis and statement of appropriations — regulatory basis, of the Current Fund, for the years
then ended, and the related notes to the financial statements, which collectively comprise the City’s
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the financial reporting provisions of the Division of Local Government Services,
Department of Community Affairs, State of New Jersey (the “Division”). Management is also
responsible for 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 error or fraud.

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, audit requirements prescribed by the Division and the standards applicable to the 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 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.

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described in Note A, the financial statements are prepared by the City on the basis of the financial
reporting provisions of the Division, which is a basis of accounting other than accounting principles
generally accepted in the United States of America, to comply with the requirements of the Division.
The effects on the financial statements of the variances between the regulatory basis of accounting
described in Note A and accounting principles generally accepted in the United States of America,
although not reasonably determinable, are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on
U.S. Generally Accepted Accounting Principles” paragraph, the financial statements referred to in the
first paragraph do not present fairly, in accordance with accounting principles generally accepted in the
United States of America, the financial position of the City as of December 31, 2012 and 2011, or the
changes in its financial position for the years then ended.

Opinion on Regulatory Basis Accounting

In our opinion, the financial statements referred to in the first paragraph present fairly, in all material
respects, the comparative financial position — regulatory basis, of each fund and account group of the
City as of December 31, 2012 and 2011, and each fund’s respective operations and changes in fund
balance — regulatory basis, and the Current Fund’s respective revenues — regulatory basis and
appropriations — regulatory basis, for the years then ended, on the basis of the financial reporting
provisions of the Division as described in Note A.



Other Matters
Required Supplementary Information

Management has omitted the management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic 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. Our opinion on the basic financial statements is not affected by the missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The statistical section and schedule of
expenditures of other financial assistance is presented for purposes of additional analysis and is not a
required part of the basic financial statements. The supplementary data section and general section are
presented for purposes of additional analysis as required by the Division. The schedule of expenditures
of federal awards and the schedule of expenditures of state financial assistance are presented for
purposes of additional analysis as required by the U.S. Office of Management and budget Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations and N.J. Office of
Management and Budget Circular 04-04, Single Audit Policy for Recipients of Federal Grants, State
Grants and State Aid, respectively. The supplementary data section, general section, schedule of
expenditures of federal awards and schedule of expenditures of state financial assistance are also not
required parts of the basic financial statements.

The supplementary data section, general section, schedule of expenditures of federal awards and the
schedule of expenditures of state financial assistance are the responsibility of management and were
derived from and relate 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 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 supplementary data section, general section, schedule of expenditures of federal awards and the
schedule of expenditures of state financial assistance are fairly stated in all material respects in relation
to the basic financial statements as a whole.

The statistical section and schedule of expenditures of other financial assistance has not been subjected
to the auditing procedures as applied in the audit of the basic financial statements and, accordingly, we
do not express an opinion or provide any assurance on it.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 29,
2013, on our consideration of the City’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 in considering the City’s internal control
over financial reporting and compliance.

Restriction on Use

This report is intended solely for the information and use of management, Mayor and City Council,
others within the City, the Division and applicable federal and state awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone other than these specified parties.

QJ_._L-;...:-'? (Oa

DONOHUE, GIRONDA & DORIA
Certified Public Accountants

FREDERICK J. TOMKINS
Registered Municipal Accountant #327

Bayonne, New Jersey
October 29, 2013
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CITY OF JERSEY CITY

CURRENT FUND

AS OF DECEMBER 31, 2012 AND 2011

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

Assets
Cash and Cash Equivalents
Change Fund

Intergovernmental Receivables:
Due from State of NJ -
Sr. Citizens' and Veterans' Deductions
Prepaid Debt Service - Qualified Bonds

Receivables and Other Assets with Full Reserves:

Delinquent Property Taxes Receivable

Tax Title Liens Receivable

Property Acquired for Taxes at Assessed Valuation

Lot Cleaning Charges Receivable

Revenue Accounts Receivable

Sales Contracts Receivable -
Property Acquired for Taxes

Due from Jersey City Municipal Utilities Authority -
Franchise Extension Fees

Security Board Receivable

Interfunds Receivable

Deferrred Charges
Special Emergency Authorizations

Liabilities and Reserves
Appropriation Reserves
Reserve for Encumbrances
Contracts Payable
Accounts Payable
Prepaid Taxes
Tax Overpayments
Prepaid Payments in Lieu of Taxes
Interfunds Payable
County Taxes Payable
PILOT Fees Due to County
Due to Special Improvement Distrcts

Ref.

A-4
A6

A-8
A-16

A-7
A-9
A-10
A-13
A-11

A-14

A-12

A-15

A-18
sheet 2

A-17

A-3, A-19
A-20
A-21
A-22
A-23
A-24
A-25
A-18
A-27
A-28
A-29

Exhibit A

Sheet 1 of 2

2012 2011
$ 38,051,636 39,008,007
1,710 1,710
38,053,346 39,009,717
13,000 16,250
16,685,572 16,690,986
16,698,572 16,707,236
2,649,577 2,751,621
114,206 1,468,623
1,652,600 2,258,000
1,523 10,448
63,229 340,140
356,551 872,551
14,000,000 14,000,000
146 -
214,142 29,729
19,051,974 21,731,112
39,319,611 20,090,000
$ 113,123,503 97,538,065
$ 6,513,044 13,520,348
8,311,331 10,751,878
896,290 809,189
- 1,950
3,654,537 1,474,625
3,213,184 4,329,332
2,022,884 1,579,356
5,645 33,978
739,097 494,687
73,953 87,793
212,914 704,500

See Accompanying Notes to Financial Statements
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CITY OF JERSEY CITY

AS OF DECEMBER 31, 2012 AND 2011

CURRENT FUND

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

Liabilities and Reserves (continued)
Due to State of New Jersey:
Marriage Licenses
Burial Permits
Reserve for Deposits on Sale of Property
Acquired for Taxes
Reserves - Other
Reserve for Arbitrage Rebate
Emergency Notes Payable
Reserve for Superstorm Sandy Expenditures

Reserve for Receivables and Other Assets
Fund Balance

Ref.

A-30
A-30

A-31
A-32
A-33
A-34
A-35

sheet 1
A-1

Exhibit A

Sheet 2 of 2
2012 2011

$ 7,525 9,175
160 103
27,403 111,703
570,949 2,896,312
937,315 937,315
21,665,000 20,090,000
11,689,731 -
60,540,962 57,832,244
19,051,974 21,731,112
33,530,567 17,974,709
$ 113,123,503 $ 97,538,065

See Accompanying Notes to Financial Statements
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CITY OF JERSEY CITY

CURRENT FUND
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

Exhibit A-1
Sheet 1 of 2

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGES IN FUND BALANCE -

REGULATORY BASIS

Revenue and Other Income Realized:
Fund Balance Utilized
Miscellaneous Revenue Anticipated
Receipts from Delinquent Taxes
Receipts from Current Taxes:
School and County Taxes
Local Taxes
Non-Budget Revenues
Other Credits to Income:
Other Credits
State Aid - 2010 Spring Allocation
Premium on Special Emergency Notes
Revenue Accounts Receivable
Security Board Receivable Receipts
Prior Year Interfunds Returned
Statutory Excess - Animal Control Fund
Cancelled Reserves of Other Funds
Bank Fees, Overages and Other
Unexpended Appropriation Reserves
Cancellation of Contracts Payable
Cancellation of Accounts Payable
Burial Permit Fee Adjustment

Expenditures
Budgetary and Emergency Appropriations:

Appropriations within "CAPS"
Operations
Salaries and Wages
Other Expenses
Deferred Charges and Statutory Expenditures
Appropriations Excluded from "CAPS"
Operations
Other Expenses
Capital Improvements
Debt Service
Deferred Charges
Type 1 School District Debt
Reserve for Uncollected Taxes

Ref.

A-2a
A-2a
A-2a

A-2a
A-2a
A-2b

A-4
A-4
A-11
A-15
A-18
A-18
A-18
A-18
A-19
A-21
A-22
A-30

2012 2011
16,010,000 15,802,000
274,503,414 271,437,224
725,068 3,417,438
202,831,421 195,571,857
224,272,798 211,481,467
1,369,219 1,177,530
42,658 147,396
- 321,821
37,699 283,652
340,140 -
- 22,190
29,729 2,619
6,249 -
918,622 -
6,424 -
11,481,827 8,977,833
291,407 428,407
1,950 -
118 -
732,868,743 709,071,434
190,699,725 187,964,524
165,759,543 148,956,244
49,373,714 54,406,598
32,039,519 47,552,338
1,340,900 544,000
54,978,370 53,687,040
5,790,626 3,306,544
12,574,607 14,755,982
3,759,566 1,869,313
516,316,570 513,042,583

See Accompanying Notes to Financial Statements
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CITY OF JERSEY CITY

CURRENT FUND
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

Exhibit A-1
Sheet 2 of 2

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGES IN FUND BALANCE -

REGULATORY BASIS

Expenditures (continued)
Refund of Prior Year Revenues
Protested Checks
Adjustment to Prepaid Debt Service
Interfunds Advanced Originating in Current Year
Revenue Accounts Receivable
Security Board Receivable Payments
Prepaid Taxes
Tax Overpayments
Local District School Tax
County Taxes
Marriage License Fee Adjustment

Excess in Revenue
Deficit in Revenue

Adjustments to Income before Fund Balance:

Expenditures Included Above Which are by Statute

Deferred Charges to Budget of Succeeding Year
Expenditure without an Appropriation
Special Emergency Appropriations
Superstorm Sandy
Revaluation of Properties
Contractual Severance Liabilities
Statutory Excess to Fund Balance
Fund Balance, Beginning of Year

Decreased by:
Utilized as Anticipated Revenue

Fund Balance, December 31

2012 2011
Ref.

A4 213,750 4,178
A4 194,900 ;
A-16 4 122,776
A-18 214,142 29,729
A-11 63,229 340,140
A-15 146 20,827
A-23 2,413,357 -
A-24 2,674,802 ;
A-26 105,403,114 103,336,387
A-27 97,428,307 92,235,470
A-30 175 -
724,922,496 709,132,090
7,946,247 -
- (60,656)
7,619,611 -
16,000,000 -
- 3,150,000
- 9,500,000
31,565,858 12,589,344
17,974,709 21,187,365
49,540,567 33,776,709
A-2 16,010,000 15,802,000
A 33,530,567 17,974,709

See Accompanying Notes to Financial Statements
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CITY OF JERSEY CITY

CURRENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2012

STATEMENT OF REVENUES - REGULATORY BASIS
ANALYSIS OF BUDGET REVENUES

Allocation of Current Tax Collections:

Current Year Taxes Collected in Prior Year
Current Year Taxes Collected in Current Year
State Share of Sr. Citizens' & Veterans' Deductions

Current Taxes Realized in Cash
Add: School Tax Paid in Prior Year

Add: Appropriation for "Reserve for Uncollected Taxes

Allocated to:
School Taxes
County Taxes

Total Allocated to School and County Taxes

Less: Overpayments

Amount for Support of Municipal Budget Appropriations

Receipts from Delinquent Taxes:
Delinquent Taxes Collected
Tax Title Liens Collected

Less: Overpayments

Total Receipts from Delinquent Taxes

Miscellaneous Revenues Anticipated:
Accrual per Revenue Accounts Receivable
State Aid Received in Cash
Qualified Bonds Payments
State and Federal Grants

Total Miscellaneous Revenues Anticipated

Fund Balance

Total Realized Budget Revenues

Ref.

A-7
A-7
A-7

A-26
A-3

A-26
A-27
A-1
A-24
A-1

A-7
A-9

A-24
A-1

A-11
A-4
A-16
A-18

A-1

A-2

$ 1,474,625
416,731,470
705,723

105,403,114
97,428,307

Exhibit A-2a

$ 418,911,818
6,261,571
3,759,566

See Accompanying Notes to Financial Statements
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428,932,955

202,831,421

226,101,534
1,828,736

$ 224,272,798

$ 988,016
1,121,500
2,109,516
1,384,448

$ 725,068

$ 182,400,370
26,964,286
42,544,808
22,593,950

$ 274,503,414

$ 16,010,000

$ 515,511,280




Exhibit A-2b
Sheet 1 of 2
CITY OF JERSEY CITY
CURRENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2012

STATEMENT OF REVENUES - REGULATORY BASIS
ANALYSIS OF NON-BUDGET REVENUES

Increased by Cash Received from: Ref.
Parking Authority Debt Payments $ 361,978
Passaic Valley Sewage Rebate Program 60,801
Document Reproduction Fee 25
Sr. Citizen and Veteran Deduction Administration Fee 14,180
Miscellaneous Other 20
Shade Tree 4,792
Document Reproduction Fee 25
Loading Zones 825
Driveway Permits 445
Public Works - Damage Reimbursements 5,244
Lead Based Paint 24
Rental of Polling Places 1,150
City Clerk - Other 16,777
Special Priveleges 26,787
Bail Forfeiture 101,498
Rental of City Owned Property 9,559
Filming Permits 5,000
Claims, Reimbursements and Other 99,653
Homestead Rebate Administrative Fees 5,388
Returned Check Fees 1,475
Filming Permits 8,703
Bid Package Fees 18,970
Initial License Inspection 11,050
Childcare Certification License 5,850
Pigeon Keeping 175
Petshop Licenses 475
Miscellaneous Health Inspection Fees 4,560
Miscellaneous Police Department Fees 24,757
Tire Permits 1,725
Miscellaneous Permits 1,429
Pay Telephone Licenses 550
Burglar Alarm System 12,640
HEDC - Sidewalk Café Licenses 14,250
Carnival Fee 5,450
Spray Paint Markers 300
Trade Licenses 4,110
Exhibition Licenses 6,650
Junk Shop Licenses 11,000
Business Liquidation 100

See Accompanying Notes to Financial Statements
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CITY OF JERSEY CITY

FOR THE YEAR ENDED DECEMBER 31, 2012

CURRENT FUND

STATEMENT OF REVENUES - REGULATORY BASIS

ANALYSIS OF NON-BUDGET REVENUES

Increased by Cash Received from:
Zoning Permits and Orinance Copies
Special Beverage Permit
Auto Repair Licenses
Zoning and Tentant/Landlord
Retail Florist License
Discovery Fees
Reimbursement for Damaged Property
Burial Permits
Non-Budgeted PILOTs

Hajjar MOB - 631 Grand Street

JC Medical Center Building

WA Residential Urban Renewal Co., LLC
Hudson Palisades Urban Renewal

Rav Group, LLC

Demolition Charges

Total Miscellaneous Revenues not Anticipated

See Accompanying Notes to Financial Statements
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Ref.

A-13a
A-1; A-2

228
4,400
31,200
11,505
3,700
13,685
308

17,976
308,412
113,564

5,487
5,135

Exhibit A-2b

Sheet 2 of 2

$ 1,363,995
5,224

$ 1,369,219
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[with Federal and State Grants Fund]
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CITY OF JERSEY CITY

TRUST FUND

AS OF DECEMBER 31, 2012 AND 2011

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

Assets:

Assessment Fund:
Cash and Cash Equivalents

Animal Control Fund:
Cash and Cash Equivalents

Other Trust Fund:
Cash and Cash Equivalents
Interfunds Receivable

Insurance Fund:
Cash and Cash Equivalents

Payroll Clearing Fund:
Cash and Cash Equivalents
Interfunds Receivable

Unemployment Insurance Trust Fund:

Cash and Cash Equivalents

Law Enforcement Trust Fund:
Cash and Cash Equivalents

Community Development Block Grant:

Cash and Cash Equivalents
Federal Grants Receivable
Due from Current Fund
Allotment Receivable

Home Investments Partnership Program:

Cash and Cash Equivalents
Federal Grants Receivable

Ref.

B-1

B-1A

B-1B
B-6

B-1C

B-1D
B-10

B-1E

B-1F

B-1G
B-18
B-19
B-20

B-1H
B-24

December 31,

Exhibit B
Sheet 1 of 4

December 31,

2012 2011
36,093 36,093
55,817 47,356

18,476,943 19,089,084
- 33,978
18,476,943 19,123,062
102,717 787,553

2,490,978 2,539,303
71,874 49,494

2,562,852 2,588,797

384,891 77,288
1,697,249 1,235,436
2,982,882 4,034,646

23,069,502 23,890,460
5,645 -
730,191 730,191
26,788,220 28,655,297
223,322 358,348
15,948,557 18,106,910
16,171,879 18,465,258

See Accompanying Notes to Financial Statements
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CITY OF JERSEY CITY
TRUST FUND
AS OF DECEMBER 31, 2012 AND 2011

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

December 31,

Exhibit B
Sheet 2 of 4

December 31,

2012 2011
Ref.
Assets (continued):
Evertrust Grant:
Cash and Cash Equivalents B-11 $ 16,079 16,079
HOPWA Grant:
Cash and Cash Equivalents B-1J 24,359 63,764
Federal Grants Receivable B-33 7,459,964 7,103,624
7,484,323 7,167,388
Martin Luther King (MLK):
Cash and Cash Equivalents B-1K 5,971 5,971
Federal Grants Receivable B-39 85,747 85,747
91,718 91,718
State and Federal Grants Fund:
Cash and Cash Equivalents B-1L 7,304,185 16,516,726
Other State and Federal Grants Receivable B-41 55,964,723 55,137,058
Due from Jersey City Municipal Utilities Authority B-42 - 203
63,268,908 71,653,987
Total Assets $ 137,137,689 149,945,312
Liabilities, Reserves and Fund Balance:
Assessment Fund:
Fund Balance B-2 $ 36,093 36,093
Animal Control Fund:
Due to State of New Jersey B-50 1,349 1,248
Reserve for Expenditures B-51 45,429 43,596
Due to Current Fund B-52 6,267 2,509
Reserve for Encumbrances B-53 2,772 3
55,817 47,356
Other Trust Fund:
Reserve for Encumbrances B-3 2,236,669 4,368,415
Reserves and Special Deposits B-4 16,240,274 14,689,491
Vouchers Payable B-5 - 65,156
18,476,943 19,123,062

See Accompanying Notes to Financial Statements
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AS OF DECEMBER 31, 2012 AND 2011

CITY OF JERSEY CITY

TRUST FUND

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

Liabilities, Reserves and Fund Balance (continued):

Insurance Fund:
Miscellaneous Reserves

Payroll Clearing Fund:
Due to Library
Interfunds Payable
Reserve for Payroll Deduction

Unemployment Insurance Trust Fund:
Reserve for Expenditures
Due to State

Law Enforcement Trust Fund:
Reserve for Encumbrances
Reserve for Federal Forfeitures
Reserve for State Forfeitures

Community Development Block Grant:
Vouchers Payable
Reserve for Encumbrances
Reserve for Expenditures
Interfunds Payable

Home Investments Partnership Program:

Reserve for Program Income
Reserve for Encumbrances
Reserve for Expenditures
Interfunds Payable

Reserve for Other

Ref.

B-8

B-9
B-10
B-11

B-13
B-15

B-17
B-16
B-16

B-21
B-22
B-23
B-19

B-28
B-29
B-30
B-25
B-26

December 31,

Exhibit B
Sheet 3 of 4

December 31,

2012 2011
102,717 787,553
8,634 57,614
1,000 -
2,553,218 2,531,183
2,562,852 2,588,797
297,607 77,288
87,284 -
384,891 77,288
745,112 234,671
265,146 429,704
686,991 571,061
1,697,249 1,235,436
- 19,177
13,302,666 14,575,042
13,435,761 14,025,286
49,793 35,792
26,788,220 28,655,297
1,058,169 1,019,688
12,900,389 13,480,092
2,191,732 3,951,245
19,308 12,364
2,281 1,869
16,171,879 18,465,258

See Accompanying Notes to Financial Statements
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Exhibit B

Sheet 4 of 4
CITY OF JERSEY CITY
TRUST FUND
AS OF DECEMBER 31, 2012 AND 2011
COMPARATIVE BALANCE SHEET - REGULATORY BASIS
December 31, December 31,
2012 2011
Ref.
Liabilities, Reserves and Fund Balance (continued):
Evertrust Grant:
Reserve for Encumbrances B-31 $ 6,873 $ 6,873
Reserve for Expenditures B-32 9,206 9,206
16,079 16,079
HOPWA Grant:
Reserve for Encumbrances B-36 3,130,304 2,862,251
Reserve for Expenditures B-37 4,351,206 4,303,779
Due to Payroll Clearing B-34 2,773 1,339
Other Reserves B-38 40 19
7,484,323 7,167,388
Martin Luther King (MLK):
Reserve for Expenditures B-40 91,718 91,718
State and Federal Grants Fund:
Due to Grantor B-43 - 187,190
Reserve for Encumbrances B-45 15,604,845 21,533,476
Reserve for Other B-46 1,441,822 1,144,761
Reserve for State and Federal Grants
Appropriated B-47 46,034,566 48,459,324
Unappropriated B-48 - 319,900
Interfunds Payable B-44 187,675 9,336
63,268,908 71,653,987
Total Liabilities and Reserves $ 137,137,689 $ 149,945,312

See Accompanying Notes to Financial Statements
34



REPORT OF AUDIT
FINANCIAL SECTION

General Capital Fund Financial Statements
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Exhibit C

CITY OF JERSEY CITY
GENERAL CAPITAL FUND

AS OF DECEMBER 31, 2012 AND 2011

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

2012 2011
Ref.
Assets

Cash and Cash Equivalents C-2;C-3 $ 104,767,199 $ 99,152,814

Deferred Charges to Future Taxation:
Funded C-4 550,465,790 552,408,522
Unfunded C-5 66,783,054 72,220,225
Deferred Charges to Future Water Rents - Unfunded C-6 21,467,528 21,467,528
Due from State and Federal Governments C-7 2,059,900 2,059,900
Due from Municipal Utilities Authority C-8 37,425,000 41,187,000
School Building Property Cc-9 68,116 68,116
$ 783,036,587 $ 788,564,105

Liabilities and Reserves
Interfund Payable C-10 $ 19,200 $ 17,884
Reserve for Encumbrances C-22 601,682 -
Improvement Authorizations:

Funded C-11 123,152,217 116,124,612
Unfunded C-11 28,229,274 30,962,519
School Serial Bonds Payable C-12 64,445,000 73,570,000
General Serial and Term Bonds Payable C-13 440,738,950 432,489,950
Pension Refunding Bonds C-14 42,740,000 43,350,000
Water Serial Bonds Payable C-15 37,425,000 41,187,000
Hudson County Improvement Authority Loan Payable C-16 1,083,334 1,444,445
Green Trust Loans Payable C-17 1,458,506 1,554,127
Bond Anticipation Notes C-18 18,676,000 18,676,000
Tax Appeal Refunding Notes Payable C-19 15,276,196 21,155,317
Capital Improvement Fund C-20 467,936 467,936
Miscellaneous Reserves c-21 5,491,117 6,435,230
779,804,412 787,435,020
Fund Balance C-1 3,232,175 1,129,085

Total Liabilities, Reserves, and Fund Balance

$ 783,036,587

$ 788,564,105

There were Bonds and Notes Authorized But Not Issued at December 31, 2012 and 2011 of $54,298,386 and

$53,856,436 respectively (see Exhibit C-23).

See Accompanying Notes to Financial Statements
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CITY OF JERSEY CITY
GENERAL CAPITAL FUND

FOR THE YEAR ENDED DECEMBER 31, 2012

STATEMENT OF CHANGES IN FUND BALANCE - REGULATORY BASIS

Ref.
Balance: December 31, 2011 C
Increased by:
Bond and Note Sale Premiums
Due from Current C-10
Received in Cash C-2
Rounding Adjustments to Improvement Authorizations C-11
Balance: December 31, 2012 o

Exhibit C-1

$ 1,129,085
158,111
1,944,950
29

2,103,090

$ 3,232,175

See Accompanying Notes to Financial Statements
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CITY OF JERSEY CITY
GENERAL FIXED ASSETS

AS OF DECEMBER 31, 2012 AND 2011

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

Assets

Land
Improvements
Machinery and Equipment

Total Assets

Investment in Fixed Assets:

Investment in Fixed Assets

Ref.

D-1
D-1

D-2

2012

Exhibit D

2011

$ 135,599,800
125,485,422
56,299,289

$ 135,599,800
125,214,672
53,711,056

$ 317,384,511

$ 314,525,528

$ 317,384,511

$ 314,525,528

See Accompanying Notes to Financial Statements
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CITY OF JERSEY CITY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

REPORTING ENTITY

The City of Jersey City (the “City”) is organized as a Mayor — Council municipality under the
provisions of N.J.S.A. 40:69A. The City is governed by an elected Mayor and Council, and by such
other officers and employees as may be duly appointed. The Council consists of nine members, six
of whom are elected from the City’s six wards and three of whom are elected at-large by voters of the
City. The Mayor is also elected directly by the voters of the City. The Mayor and each Council
member serve a term of four years beginning on the first day of July next following their election.

The financial statements of the City include every board, body, officer or commission supported and
maintained wholly or in part by funds appropriated by the City, as required by N.J.S.A. 40A:5-5. The
Governmental Accounting Standards Board (herein referred to as “GASB”) establishes criteria to be
used to determine which component units should be included in the financial statements of the
primary government (the City). The State of New Jersey, Department of Community Affairs,
Division of Local Government Services (the “Division”) requires the financial statements of the City
to be reported separately from it component units. If the provisions of GASB had been complied
with, the financial statements of the following component units would have been discretely presented
with the financial statements of the City:

Jersey City Board of Education Jersey City Free Public Library
Jersey City Incinerator Authority  Jersey City Economic Development Corp

Jersey City Central Ave SID Jersey City Historic Downtown SID
Jersey City Journal Square SID Jersey City McGinley Square SID

Jersey City Parking Authority Jersey City Municipal Utilities Authority
Jersey City Housing Authority Jersey City Redevelopment Agency

Jersey City Employment and Training Program, Inc.
Jersey City Employees' Retirement System

Audit reports of the component units are available at the offices of each of the respective component
units.
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CITY OF JERSEY CITY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

BASIS OF PRESENTATION

The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. GASB codification
establishes three fund categories to be used by general purpose governmental units when reporting
financial position and results of operations in accordance with accounting principles generally
accepted in the United States of America (GAAP).

The financial statements of the City have been prepared in conformity with accounting principles and
practices prescribed by the Division, which differ from GAAP. The principles and practices
prescribed by the Division are designed primarily for determining compliance with legal provisions
and budgetary restrictions and as a means of reporting on the stewardship of public officials with
respect to public funds. Under this method of accounting, the City accounts for its financial
transactions through the following separate funds and account group, which differ from the fund
structure required by GAAP.

DESCRIPTION OF FUNDS

Current Fund - is used to account for all resources and expenditures for governmental operations of
a general nature.

Trust Funds - is used to account for receipts, custodianship and disbursement of dedicated revenues
in accordance with the purpose for which each reserve was created, subject to available cash in each
individual trust fund reserve established pursuant to applicable state statutes or as an agent for
individuals and other governmental agencies. The City also includes the State and Federal Grants
Fund as part of its Trust Fund, as opposed to the Current Fund as is common practice for many other
New Jersey municipalities.

General Capital Fund - is used to account for the receipt and disbursement of funds for the
acquisition of general capital facilities, other than those acquired in the Current Fund or other funds.
Also included in this fund are bonds and notes payable offset by deferred charges to future taxation
and deferred charges to future water rents.

General Fixed Assets - is not a separate fund type, but is an account group used to account for all
fixed assets of the City.

39



CITY OF JERSEY CITY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

DESCRIPTION OF FUNDS (continued)

The accounts of the City are maintained in accordance with the Division’s principles of fund
accounting to ensure observance of limitations and restrictions on resources available. The
Division’s principles of fund accounting require that resources be classified for accounting and
reporting purposes into funds in accordance with activities or objectives specified for the resources.
The operations of each fund are accounted for with a separate set of self-balancing accounts that
comprise its assets, liabilities, fund equity, revenues and expenditures. Resources are allocated to and
accounted for in individual funds based upon the purposes for which they are to be spent and the
means by which spending activities are controlled. The General Fixed Assets account group, on the
other hand, is a financial reporting device designed to provide accountability for certain fixed assets
and the investment in those fixed assets that are not recorded in the funds because they do not directly
affect net expendable available financial resources.

BASIS OF ACCOUNTING

The City prepares its financial statements on a basis of accounting prescribed by the Division that
demonstrates compliance with a modified accrual basis and the budget laws of the State of New
Jersey, which is a comprehensive basis of accounting other than accounting principles generally
accepted in the United States of America. The current financial resources focus and modified accrual
basis of accounting is generally followed with significant exceptions which are explained as follows:

Revenues — Revenues are realized when received in cash except for certain amounts which are due
from other governmental units. Receipts from Federal revenue sharing funds and other Federal and
State grants are realized as revenue when anticipated in the budget. Receivables for property taxes
and other amounts that are due to the City are recorded with offsetting reserves on the balance sheet
of the Current Fund. Such amounts are not recorded as revenue until collected. Accordingly, no
provision has been made to estimate that portion of receivables that are uncollectible. GAAP
requires revenues to be recognized in the accounting period when they become measurable and
available and in certain instances reduced by an allowance for doubtful accounts.

Reserve for Uncollected Taxes — Reserve for Uncollected Taxes is required to provide assurance
that cash collected for taxes in the current year will provide sufficient cash flow to meet expected
obligations. The minimum amount of Reserve for Uncollected Taxes is determined on the percentage
of collections experienced in the immediate preceding year, unless allowable alternative methods are
utilized. A Reserve for Uncollected Taxes is not established under GAAP.
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NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

BASIS OF ACCOUNTING (continued)

Expenditures — Expenditures are recorded on the “budgetary” basis of accounting. Generally,
expenditures are recorded when an amount is encumbered for goods or services through the issuance
of a purchase order in conjunction with the encumbrance accounting system. Appropriation reserves
covering unexpended appropriation balances are automatically created at the end of each year and
recorded as liabilities, except for amounts which may be canceled by the governing body.
Appropriations for principal and interest payments on general capital indebtedness are provided on
the cash basis. GAAP requires expenditures in the current (or general) fund, to be recognized in the
accounting period in which the fund liability is incurred, if measurable, except for un-matured
interest on general long-term debt, which should be recognized when due.

Encumbrances — Encumbrances are contractual orders outstanding at year end reported as
expenditures through the establishment of an encumbrance payable. Outstanding encumbrances at
year end are reported as a cash liability in the financial statements. Encumbrances do not constitute
expenditures under GAAP.

Appropriation Reserves — Appropriations are available until lapsed at the close of the succeeding
year to meet specific claims, commitments or contracts incurred during the preceding fiscal year.
Transfers are allowed between certain line items during the first three months of the fiscal year.
Lapsed appropriation reserves are recorded as other credits to income. Appropriation Reserves do
not exist under GAAP.

Interfunds - Advances from the current fund are reported as interfunds receivable with offsetting
reserves which are created by charges to operations. Income is recognized in the year the receivables
are liquidated. Interfunds receivable in the other funds are not offset by reserves. GAAP does not
require the establishment of an offsetting reserve.

Inventories of Supplies - The costs of inventories of supplies for all funds are recorded as
expenditures at the time the individual items are purchased. The costs of inventories are not included
on the various balance sheets. GAAP requires the cost of inventories to be reported as a current asset
and equally offset by a fund balance reserve.

Property Acquired for Taxes — Property Acquired for Taxes is recorded in the current fund at the
assessed valuation when the property was acquired and is subsequently updated for revaluations. The
value of the property is fully reserved. GAAP requires such property to be recorded as a fixed asset
at market value on the date of acquisition.
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BASIS OF ACCOUNTING (continued)

Deferred Charges to Future Taxation (Funded and Unfunded) - Upon the authorization of
general capital projects, the City establishes deferred charges for the costs of the capital projects to be
raised by future taxation. Funded deferred charges relate to permanent debt issued, whereas
unfunded deferred charges relate to temporary or non-funding of the authorized costs of capital
projects. The City may levy taxes on all taxable property within the City to repay the debt.
Annually, the City raises the debt requirements for that particular year in the current budget. As the
funds are raised by taxation, the deferred charges are reduced. GAAP does not require the
establishment of deferred charges to future taxation.

Deferred Charges to Future Water Rents — Upon the authorization of water capital projects, the
City establishes deferred charges for the costs of the capital projects to be raised by future water
rents. Funded deferred water rents relate to permanent debt issued. The City may impose water rents
on all water users within the City to repay the debt. GAAP does not require the establishment of
deferred charges to future water rents.

Compensated Absences and Post-Employment Benefits - Compensated absences for vacation, sick
leave and other compensated absences are recorded and provided for in the annual budget in the year
in which they are paid, on a pay-as-you-go basis. Likewise, no accrual is made for post-employment
benefits, if any, which are also funded on a pay-as-you-go basis. GAAP requires that the amount that
would normally be liquidated with expendable financial resources to be recorded as an expenditure in
the operating funds and the remaining obligations be recorded as long-term obligations.

Improvement Authorizations — Improvement Authorizations in the general capital fund represent
the unexpended balance of an ordinance appropriation and is similar to the unexpended portion of the
budget in the current fund. GAAP does not recognize these amounts as liabilities.

General Fixed Assets - Accounting for Governmental Fixed Assets as promulgated by the Division

differs in certain respects from GAAP, and requires the inclusion of a statement of general fixed
assets as part of the City’s basic financial statements.
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BASIS OF ACCOUNTING (continued)

Fixed assets used in governmental operations (general fixed assets) are accounted for in an account
group identified as “General Fixed Assets” and are not included within the records of any fund types.
Purchases from these funds for fixed assets are recorded as expenditures within the fund. Public
domain (infrastructure) general fixed assets consisting of certain improvements, other than
improvements to buildings, such as improvements to roads, bridges, curbs and gutters, streets and
sidewalks and drainage systems, are not capitalized.

All fixed assets, except land, are valued at historical cost or estimated historical cost if actual
historical cost is not available. Expenditures for construction in progress are recorded in the Capital
Fund against authorizations under which the project was approved until such time as the construction
is completed and put into operation.

The City is required to maintain a subsidiary ledger of detailed records of fixed assets and to provide
property management standards to control fixed assets. General fixed assets are defined as non-
expendable personal property having a physical existence, a useful life of more than five years and an
acquisition cost of $5,000 or more per unit.

The City has developed a fixed assets accounting and reporting system based on an inspection and
appraisal prepared by an independent appraisal firm.

Fixed assets acquired through grants in aid or contributed capital have not been accounted for
separately.

No depreciation has been provided in the financial statements.

GAAP requires the recording of infrastructure assets and requires capital assets be depreciated over
their estimated useful life unless they are either inexhaustible or are infrastructure assets reported
using the modified approach.

Use of Estimates - The preparation of financial statements requires management to make estimates
and assumptions that affect: the reported amounts of assets and liabilities, disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from these estimates.
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BASIS OF ACCOUNTING (continued)

Cash and Investments - New Jersey governmental units are required to deposit public funds in a
public depository. Public depositories are defined by statutes as any state or federally chartered bank,
savings bank or an association located in New Jersey or a state or federally chartered bank, savings
bank or an association located in another state with a branch office in New Jersey, the deposits of
which are insured by the Federal Deposit Insurance Corporation (“FDIC”) and which receives or
holds public funds on deposit, but does not include deposits held by the State of New Jersey Cash
Management Fund. N.J.S.A. 40A:5-15.1 provides a list of securities which may be purchased by
New Jersey municipal units.

The City is also required to annually adopt a cash management plan and to deposit or invest its funds
pursuant to the cash management plan. The cash management plan adopted by the City requires it to
deposit funds as permitted in N.J.S.A 40:5-15.1, so long as the funds are deposited in public
depositories protected from loss under the provisions of the Governmental Unit Deposit Protection
Act (GUDPA). GUDPA was enacted in 1970 to protect governmental units from a loss of funds on
deposit with a failed banking institution in New Jersey and requires all public depositories pledge
collateral, having a market value of five percent of the average daily balance of collected public
funds, to secure the deposits of governmental units. If a public depository fails, the collateral it has
pledged, plus the collateral of all other public depositories in the collateral pool, is available to pay
the full amount of their deposits to the governmental units.

In 2009, legislation revised GUDPA to provide higher levels of security and oversight. The revised
GUDPA ensures a common level of deposit risk for each bank choosing to accept local government
deposits. It requires banks to fully collateralize deposits over $200 million, implements enforcement
protocol which allows the Department of Banking and Insurance to institute risk-based collateral
requirements promptly when a bank shows signs of stress, provides enhanced oversight by the
Department of Banking and Insurance and permits GUDPA certificates to be provided through an
online system.

Cash Equivalents include certificate of deposits with a maturity date of less than three (3) months.

Also see Note B - Cash and Cash Equivalents.
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NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

BASIS OF ACCOUNTING (continued)

Budgets and Budgetary Accounting - An annual budget is required to be adopted and integrated
into the accounting system to provide budgetary control over revenues and expenditures. Budget
amounts presented in the accompanying financial statements represent amounts adopted by the City
and approved by the Division in accordance with the Local Budget Law. Budgets are adopted on the
same basis of accounting utilized for the preparation of the City’s financial statements. The
budgetary requirements herein outlined are applicable to only the Current Fund, and not the Trust
Fund, Capital Fund or the General Fixed Assets account group. However, statutes require the City to
adopt annually a six-year capital plan. This plan allows the governing body to expend or incur
obligations for capital purposes only. Such projects under the plan must be adopted through capital
ordinance.

The City must adhere to procedures for adoption of its annual budget as established by the Division.
These procedures include statutory deadlines of: February 20 for introduction and approval and
March 20 for adoption. These dates are subject to extension by the Division by approval of the Local
Finance Board. Appropriations within the adopted budget cannot be modified until the final two
months of the year at which time transfers between certain line items are allowed. Transfers from
appropriations excluded from “CAPS” are prohibited unless they are between debt service
appropriations. Under certain circumstances emergency authorizations and insertions of items of
revenue and appropriation are allowed by authorization of the governing body, subject to approval of
the Division.

The City must prepare its budgets in compliance with applicable laws capping the amounts by which
both the budgeted appropriations and tax levy can be increased. A description of both “CAPS”
follows:

1977 Appropriation "CAP". The 1977 Appropriation Cap is calculated using the formulas and
provisions of N.J.S.A. 40A:4-45.1 through 4-45.43a. The law was originally adopted in 1976 and
was most recently amended in 2003. Under this law, the City is permitted to increase its overall
appropriations (with certain exceptions) by 2.5% or the *“cost of living adjustment” (COLA),
whichever is less. The COLA is calculated based on the traditional Federal government inflation
calculation. The City can, when the COLA is less than or equal to 2.5%, increase its allowable
inside-the-cap spending to 3.5%, upon passage of a COLA Rate Ordinance.
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BASIS OF ACCOUNTING (continued)

Budgets and Budgetary Accounting — continued

2010 Levy "CAP": The 2010 Levy Cap is calculated using the formulas and provisions of N.J.S.A
40A:4-45.44 through 45.47. It establishes limits on the increase in the total City amount to be raised
by taxation (tax levy). The core of the levy cap formula is a 2% increase to the previous year’s
amount to be raised by taxation, net of any applicable cap base adjustments and emergency or special
emergency appropriations.

Long-Term Obligations - General long-term debt is recognized as a liability of the General Capital
Fund for the full principal amount.

Reserves (Other than Reserve for Receivables) - Reserves, other than reserve for receivables, are
considered liabilities, and not as a reservation of fund balance.

Reserves for Receivables — Receivables of the City, with the exception of certain intergovernmental
receivables, are offset on the balance sheet with a credit that is created to preserve the revenue
recognition basis required by the Division’s accounting policies. The reserve delays the recognition
of these revenues until they are received in cash.

Advertising Costs - Advertising costs are charged against the appropriate budget line as they occur.
The City does not engage in direct-response advertising.

Sale of Municipal Assets - The proceeds of the sale of municipal assets can be held until made
available through a future budget appropriation. GAAP requires such proceeds to be recorded as
revenue in the year of sale.

Fund Balance - Fund equity represented on the financial statements consists solely of Fund Balance,
which is not further categorized with respect to reservations (portions of fund equity not available for
appropriation for expenditure or legally segregated for a specific future use) or designations (plans
for future use of financial resources).

46



CITY OF JERSEY CITY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

BASIC FINANCIAL STATEMENTS

The GASB Codification also requires the financial statements of a governmental unit presented in the
general purpose financial statements to be in accordance with GAAP. The City presents financial
statements which are required by the Division and which differ from the financial statements required
by GAAP. These financial statements are listed in the table of contents.

Comparative Data - Comparative data for the prior year has been presented in the accompanying
balance sheets and statements of operations in order to provide an understanding of changes in the
City’s financial position and operations. Comparative data is not presented in all statements because
their inclusion would make certain statements unduly complex and difficult to understand.

Reclassifications — Certain reclassifications have been made to the prior year financial statement
presentation to correspond to the current year’s format. These reclassifications had no effect on fund
balance and changes in fund balance.

Reconciliation of Accounting Basis — As described throughout Note A, substantial differences exist
between GAAP and the budgetary basis prescribed by the Division. Reconciliation between the two
would not be meaningful or informative and therefore is not provided herein.

NOTE B. CASH AND CASH EQUIVALENTS
DEPOSITS

Cash and cash equivalents on deposit as of the years ended December 31, 2012 and 2011 are partially
insured by the FDIC up to $250,000 for each depository. Deposits in excess of FDIC limits, as noted
below, are insured or collateralized by a collateral pool maintained by public depositories as required
by GUDPA (see Note A - Cash and Investments) or are on deposit with the New Jersey Cash
Management Fund or Municipal Investors Service Corporation.

Custodial Credit Risk - Custodial credit risk is the risk that, in the event of a bank failure, the City

will not be able to recover deposits or collateral securities that are in the possession of an outside
party. The City does not have a deposit policy for custodial credit risk.
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DEPQOSITS (continued)
Custodial Credit Risk — continued

Deposits are exposed to custodial credit risk if they are not covered by depository insurance and the
deposits are:

a. Uncollateralized.

b. Collateralized with securities held by the pledging financial institution.

c. Collateralized with securities held by the pledging financial institution’s trust department or
agent but not in the City’s name.

The City’s deposits of cash and cash equivalents at December 31, 2012 are summarized in the
following table. 78% of the City’s deposits are with one financial institution.

FDIC Insured $ 1,403,610
GUDPA Insured 178,755,508
Municipal Investors Service Corp. (MBIA) 915
New Jersey Cash Management Fund 113,027

$ 180,273,060

Under GUDPA, financial institutions are not required to pledge collateral for amounts covered by
FDIC insurance. For the period of December 1, 2010 to December 31, 2012, noninterest-bearing
transaction accounts are insured by the Dodd-Frank Deposit Insurance Provision of the FDIC. The
amount noted as “GUDPA Insured” above includes deposits covered by the Dodd-Frank Provision as
well as GUDPA.

Foreign Currency Risk - Foreign currency risk is the risk that changes in exchange rates will
adversely affect deposits. None of the City’s deposits as of December 31, 2012 are known to be held
in foreign currency.
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INVESTMENTS

New Jersey statutes permit the City to purchase the following types of securities when authorized by
the cash management plan (described in note A):

Bonds or other obligations of the United States of America or obligations guaranteed by the
United States of America.

Government money market mutual funds.

Any obligation that a federal agency or a federal instrumentality has issued in accordance
with an act of Congress, which security has a maturity date not greater than 397 days from the
date of purchase, provided that such obligation bears a fixed rate of interest not dependent on
any index or other external factor.

Bonds or other obligations of the local unit or bonds or other obligations of school districts of
which the local unit is a part or within which the school district is located.

Bonds or other obligations having a maturity date not more than 397 days from the date of
purchase, approved by the Division of Investment of the Department of the Treasury for
investment by local units.

Local government investment pools.

Deposits with the State of New Jersey Cash Management Fund.

Agreements for the repurchase of fully collateralized securities if (a) the underlying securities
are permitted investments pursuant to the first and third bullets of this section, (b) the custody
of collateral is transferred to a third party, (c) the maturity of the agreement is not more than
30 days, (d) the underlying securities are purchased through a public depository and (e) a
master repurchase agreement providing for the custody and security of collateral is executed.

Custodial Credit Risk - In the case of investments, custodial credit risk is the risk that, in the event
of failure of the counterparty, the City will not be able to recover the value of its investments or
collateral securities in the possession of an outside party. Investments are exposed to custodial credit
risk if they are uninsured, are not registered in the City’s name and are held by either the counterparty
or its trust department or agent, but not in the City’s name.

Foreign Currency Risk - Investments are also exposed to the same foreign currency risk as deposits.
It is the risk that changes in exchange rates will adversely affect investments. The City does not have
any investments denominated in foreign currency as of December 31, 2012 and 2011.
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INVESTMENTS (continued)

Interest Rate Risk — Interest rate risk is the risk that changes in interest rates will adversely affect
the fair value of an investment. The City does not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair value losses arising from increasing
interest rates.

Credit Risk — Credit risk is the risk that an issuer or other counterparty to an investment will not
fulfill its obligations. The City does not have an investment policy regarding the management of
credit risk.

Concentration of Credit Risk - The City places no formal limit on the amount it may invest in any
one issuer. New Jersey Statutes limit municipal investments to those specified and summarily
identified in the first paragraph of the “Investments” section of this Note. Currently, the City’s only
investments consist of deposits in the New Jersey Cash Management Fund and MBIA Municipal
Investors Service Corporation, which are both classified as Government Investment Pools.

The City’s investments at December 31, 2012 are presented as follows:

Investment Maturities (in Years)
Investment Type Fair Value* <1 1-5 6-10 >10

Government Investment Pools $ 113,942 $ 113942 $ - $ - $

* Short-term investments are carried at cost, which approximates fair value.
Government Investment Pools consists of investments in the New Jersey Cash Management Fund and
MBIA Municipal Investors Service Corporation. Because of their liquidity, these investments are

classified as cash and cash equivalents on the financial statements of the City.

These investments are described in more detail on the following page.

50



CITY OF JERSEY CITY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

NOTE B. CASH AND CASH EQUIVALENTS (continued)

INVESTMENTS (continued)

New Jersey Cash Management Fund - All investments in the New Jersey Cash Management Fund
are governed by the regulations of the State Investment Council, which prescribe specific standards
designed to insure the quality of investments and to minimize the risks related to investments. In
addition to the Investment Council regulations, the Division of Investment sets further standards for
specific investments and monitors the credit of all eligible securities issues on a regular basis. In all
the years of the Division of Investment’s existence, it has never suffered a default of principal or
interest on any short-term security held by it due to the bankruptcy of a securities issuer; nevertheless,
the possibility always exists, and for this reason a reserve is being accumulated in the New Jersey
Cash Management Fund as additional protection for the other-than-State participants, which includes
the City. The City does not own specific identifiable securities, but instead has a net realizable
interest in the joint value of the fund. There is no available credit rating for the New Jersey Cash
Management Fund. As of December 31, 2012 and 2011, the City had a balance of $113,027 and
$112,963, respectively, in the New Jersey Cash Management Fund.

Municipal Investors Service Corporation (“MBIA”) - The State of New Jersey provides oversight
for this government investment pool. All securities purchased by MBIA are required to be in
compliance with New Jersey Statutes and held in a third party custody account. MBIA uses the
amortized cost method of reporting investments. The City does not own specific, identifiable
securities, but instead has a net realizable interest in the joint value of the pool. There is no credit
rating available for the MBIA. As of December 31, 2012 and 2011, the City had a balance of $915,
each year, in the MBIA Government Investment Pool.

NOTE C. PROPERTY TAXES

PROPERTY TAX CALENDAR

Property tax revenues are collected in quarterly installments due February 1, May 1, August 1 and
November 1. The City annually holds an accelerated tax sale which includes unpaid taxes, as well as
assessments and other municipal charges, as of November 11 of the current year.

The amount of tax levied includes not only the amount required in support of the City’s annual
budget, but also the amounts required in support of the budget of the following entities:
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PROPERTY TAX CALENDAR (continued)

County Taxes - The City is responsible for levying, collecting and remitting county taxes for the
County of Hudson. Operations is charged for the amount due the County for the year, based upon
the ratables required to be certified to the County Board of Taxation by January 10 of the current
year. Monies are forwarded to the County quarterly. In addition, operations is charged for the
County share of Added and Omitted Taxes certified to the County Board of Taxation by October 10
of the current year, and due to be paid to the County by February 15 of the following year. As of
December 31 2012 and 2011, the City had County taxes payable of $739,097 and $494,687,
respectively.

School Taxes - The City is responsible for levying, collecting and remitting school taxes for the local
school district. Monies are forwarded to the school district monthly. Operations is charged for the
full amount due to operate the local school district, and is based upon the annual County certification
of apportionment of levies. As of December 31 2012 and 2011, the City had no school taxes payable.

Special Improvement District - The City is responsible for levying, collecting and remitting Special
Improvement District (SID) taxes for the Central Ave SID, Journal Square Restoration Corp. SID,
Historic Downtown / Newark Ave SID, McGinley Square Partnership SID and the Jackson Hill Main
Street SID. The SID taxes are derived from assessments made upon the members within the SID.
Monies are forwarded to the SIDs monthly. As of December 31, 2012 and 2011, the City had on
reserve for SIDs $212,914 and $704,500, respectively.

PROPERTY TAXES RECEIVABLE

Reserve for Uncollected Taxes - Reserve for Uncollected Taxes is a non-spending item of
appropriation required by statute to be included in the City’s annual budget. This appropriation
protects the City from taxes not paid currently by providing assurance that cash collected in the
current year will provide sufficient cash flow to meet obligations as they become due. The minimum
amount required to be appropriated in the budget is determined on the percentage of collections
experiences in the immediate preceding year, unless the three-year average option is chosen. For the
years ended December 31, 2012 and 2011, the budgeted reserve for uncollected taxes was $3,759,566
and $1,869,313, respectively.
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PROPERTY TAXES RECEIVABLE (continued)

Delinquent Taxes and Tax Title Liens - As described in Note A, taxes receivable and tax title liens
are realized as revenue when collected. Uncollected receivables are fully reserved, so no provision is
made for the uncollectible portions of these taxes. As of December 31, 2012 and 2011, property
taxes receivable were $2,649,577 and $2,751,621, respectively, and tax title liens receivable were
$114,206 and $1,468,623, respectively.

Property Acquired by Tax Title Lien Liquidation — The City held its annual accelerated tax sale
on December 15, 2022. The value of properties acquired by tax title liens at December 31, 2011 and
2010 were $2,258,000 and $2,955,000, respectively.

Prepaid Taxes - Taxes collected in advance are recorded as cash liabilities in the financial
statements. Prepaid taxes as of December 31, 2012 and 2011 were $3,654,537 and $1,474,625,
respectively.

Tax Overpayments - Overpaid taxes collected during the year and due to taxpayers either as a
refund or tax credit are recorded as cash liabilities in the financial statements. Tax overpayments as
of December 31, 2012 and 2011 were $3,213,184 and $4,329,332, respectively.

NOTE D. MUNICIPAL DEBT

SUMMARY OF MUNICIPAL DEBT

The Local Bond Law governs the issuance of bonds to finance general municipal and utility capital
expenditures. Most bonds are retired in serial installments within the statutory period of usefulness.
Other bonds may be term bonds with sinking fund requirements. Bonds issued by the City are
general obligation bonds, backed by the full faith and credit of the City. Bond Anticipation Notes,
which are issued to temporarily finance capital projects, must be paid off within ten years or retired
by the issuance of bonds.

School Debt (Included as Obligations of the City) - The City of Jersey City Board of Education is a
Type | School District, as such, bonds and notes issued and authorized by the Board of Education are
general obligations of the City. These obligations are accordingly reported on the balance sheet of
the City’s General Capital Fund and included in the summary of municipal debt.
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SUMMARY OF MUNICIPAL DEBT (continued)

At December 31, 2012 and 2011, the City’s statutory debt as defined by the Local Bond Law is
summarized as follows:

SUMMARY OF MUNICIPAL DEBT

Dec. 31, 2012 Dec. 31, 2011
Statutory Debt Pursuant to Local Bond Law
Issued:
General:
General Improvement Bonds $ 440,738,950 $ 432,489,950
Green Trust Loans 1,458,506 1,554,127
HCIA Pooled Loans 1,083,334 1,444,445
TaxRefunding Notes 15,276,196 21,155,317
Bond Anticipation Notes 18,676,000 18,676,000
Water Improvement Bonds 37,425,000 41,187,000
School Improvement Bonds 64,445,000 73,570,000
Pension Refunding Bonds 42,740,000 43,350,000
Total Gross Statutory Debt Issued 621,842,986 633,426,839
Debt of JCMUA Guaranteed by City 222,200,627 208,700,000
844,043,613 842,126,839
Less Statutory Deductions to Debt Limit:
Debt of JCMUA Guaranteed by City 222,200,627 208,700,000
Due from JCMUA for Issued Water Debt 37,425,000 41,187,000
Bonds and Notes for School Purposes 64,445,000 73,570,000
NJSA40A:2-52 Refunding Bonds:
Pension Refunding 42,740,000 43,350,000
TaxAppeal Refunding 15,276,196 21,155,317
Net Statutory Debt Issued 461,956,790 454,164,522
Authorized but not Issued
General Improvements 26,614,831 26,172,881
Water Improvements 21,467,528 21,467,528
School Improvements 6,216,027 6,216,027
Total Authorized but not Issued 54,298,386 53,856,436
Less Statutory Deductions to Debt Limit:
Bonds and Notes for School Purposes 6,216,027 6,216,027
Due from JCMUA for Water Debt
Authorized but not Issued 21,467,528 21,467,528
Net Statutory Debt Authorized but not Issued 26,614,831 26,172,881
Net Statutory Bonds and Notes Issued
and Authorized but not Issued $ 488,571,621 $ 480,337,403
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SUMMARY OF MUNICIPAL DEBT (continued)

In addition to the capital debt shown in the preceding schedule, the City had additional debt which, in
accordance with statutes, is not included as part of the City’s statutory debt position. All such debt is
recorded in the Current Fund and is as follows:

Non-Statutory Debt
Issued:
Current Fund
Emergency Notes (40A:4-55):

Severance Liabilities $ 13,180,000 $ 16,940,000
Revaluation of Properties 2,520,000 3,150,000
Superstorm Sandy 5,965,000 -
Total Non-Statutory Debt $ 21,665,000 $ 20,090,000

The City’s long-term debt is summarized below.

Balance ) Balance Due by
Dec. 31, 2011 New Issues Retirements Dec. 31, 2012 Dec. 31, 2013
School Serial Bonds $ 73570000 $ - $ 9125000 $ 64445000 $ 9,225,000
General Serial and Term Bonds 432,489,950 26,320,000 18,071,000 440,738,950 24,026,000
Pension Refunding Bonds 43,350,000 - 610,000 42,740,000 780,000
Water Serial Bonds 41,187,000 35,000 3,797,000 37,425,000 3,745,000
HCIA Pooled Loan 1,444,445 - 361,111 1,083,334 361,111
Green Trust Loans 1,554,127 - 95,621 1,458,506 97,544

$ 593595522 $ 26355000 $ 32,059,732  §$587,890,790 $ 38,234,655

(1) New issues represent only new debt issued and are shown net of amounts refunded, which are
described more fully as follows.
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NOTE D. MUNICIPAL DEBT (continued)

SUMMARY OF MUNICIPAL DEBT (continued)

Debt Refunding

During the year ended December 31, 2012, the City issued $25,360,000 of general obligation
refunding bonds dated September 6, 2012 consisting of:

e $16,405,000 Qualified General Improvement Refunding Bonds, Series 2012A, the proceeds
of which refunded the remaining principal balance of $15,130,000 of the General Qualified
Bonds, Series 2005A issued on May 15, 2005 in the original amount of $24,875,000. The
additional $1,275,000 of new principal was used to pay the full redemption price and interest
on the bonds, costs of issuance and underwriters’ discount.

e $4,265,000 Qualified Water Improvement Refunding Bonds, Series 2012B, the proceeds of
which refunded the remaining principal balance of $2,575,000 of the Water Capital
Improvement Bonds issued on March 1, 2003 in the original amount of $5,000,000 and the
remaining principal balance of $1,655,000 of the Qualified Water Improvement Bonds,
Series 2005B issued on May 15, 2005 in the original amount of $5,000,000. The additional
$35,000 of new principal was used to pay the full redemption price and interest on the bonds,
costs of issuance and underwriters’ discount.

e $4,690,000 Qualified General Improvement Refunding Bonds, Taxable Series 2012C, the
proceeds of which refunded the remaining principal balance of $4,520,000 of the General
Qualified Taxable Bonds, Series 2003B issued on September 1, 2003 in the original amount
of $5,350,000. The additional $170,000 of new principal was used to pay the full redemption
price and interest on the bonds, costs of issuance and underwriters’ discount.

The City also renewed or refunded Tax Refunding Notes, the proceeds of which were used to pay the
principal of the maturing note less statutory minimum payments appropriated through the Current
Fund budget, and Bond Anticipation Notes, the proceeds of which were used to pay the principal of
the maturing note. Tax Refunding Notes and Bond Anticipation Notes are more fully discussed
herein.
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NOTE D. MUNICIPAL DEBT (continued)

SUMMARY OF MUNICIPAL DEBT (continued)

Qualified Bonds

Certain bonds of the City are issued pursuant to the Municipal Qualified Bond Act. Under this act,
portions of State Aid revenues are withheld by the State of New Jersey and forwarded directly to
paying agents for principal and interest payments of such bonds. The City is responsible to certify
maturity schedules of the qualified bonds to the State. Qualified bonds are identified within each of
bond schedules that follow. During the year ended December 31, 2012, the State of New Jersey paid
$42,550,218 of qualified bond interest and principal maturities directly to paying agents on behalf of
the City in lieu of direct State Aid payments to the City.

BONDS PAYABLE

General Serial and Term Bonds Payable

The City has outstanding at December 31, 2012 various general serial and term bonds. The following
table, which includes fiscal year adjustment bonds in addition to the general improvement bonds, is a
summary of the activity for such debt during the year then ended and the short term liability for each
issue:

Summary of General Serial Bonds Activity

Balance Balance Due by
Description Dec. 31, 2011 Increase Decrease Dec. 31, 2012 Dec. 31, 2013
CGeneral Qualified Refunding Bonds $ 16585000 $ - $ 4100000 $ 12485000 $ 4,170,000

Issued 12/01/2002 for $38,020,000
Maturing annually from 2002 to 2016
Bearing interest rates of 5-5.25%

CGeneral Qualified Taxbable Bonds, 2003B 4,630,000 - 4,630,000
Issued 09/01/2003 for $5,350,000
Maturing annually from 2003 to 2016
Bearing interest rates of 5.2-6%

CGeneral Public Improvement 36,695,000 - 2,190,000 34,505,000 5,820,000
Refunding Bonds, Series 2004A
Issued 10/15/2004 for $69,625,000
Maturing annually from 2004 to 2020
Bearing interest rates of 3.1-5.25%
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NOTE D. MUNICIPAL DEBT (continued)

BONDS PAYABLE (continued)

General Serial and Term Bonds Payable - continued

Summary of General Serial Bonds Activity - continued

Balance Balance Due by
Description Dec. 31, 2011 Increase Decrease Dec. 31, 2012 Dec. 31, 2013

Qualified Public Improvement Refunding $ 1860000 $ - 3 590,000 $ 1270000 $ 620,000

Bonds, Taxable Series 2004B

Issued 10/15/2004 for $5,395,000

Maturing annually from 2004 to 2014

Bearing interest rates of 4.306-5.246%
Qualified Public Improvement Refunding 2,150,000 - 685,000 1,465,000 715,000

Bonds, Taxable Series 2004C

Issued 10/15/2004 for $6,245,000
Maturing annually from 2004 to 2014
Bearing interest rates of 4.306-4.726%

Qualified Fiscal Year Adjustment 3,545,000 - 320,000 3,225,000 335,000
Refunding Bonds, Taxable Series 2004D
Issued 10/15/2004 for $5,515,000
Maturing annually from 2004 to 2020
Bearing interest rates of 4.306-5.246%

Qualified Fiscal Year Adjustment 3,425,000 - 315,000 3,110,000 325,000
Refunding Bonds, Taxable Series 2004D
Issued 10/15/2004 for $5,330,000
Maturing annually from 2004 to 2020
Bearing interest rates of 4.306-5.246%

Qualified Fiscal Year Adjustment 4,245,000 - 385,000 3,860,000 405,000
Refunding Bonds, Taxable Series 2004D
Issued 10/15/2004 for $6,570,000
Maturing annually from 2004 to 2020
Bearing interest rates of 4.306-5.246%

Qualified General Improvement Bonds 15,130,000 - 15,130,000
Series 2005A
Issued 5/15/2005 for $24,875,000
Maturing annually from 2004 to 2025
Bearing interest rates of 4.5-5%

Qualified Public Improvement Refunding 27,155,000 - - 27,155,000
Bonds, Series 2006A
Issued 3/30/2006 for $27,155,000
Maturing in two installments, 2021-2022
Bearing an interest rate of 5%
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NOTE D. MUNICIPAL DEBT (continued)

BONDS PAYABLE (continued)

General Serial and Term Bonds Payable - continued

Summary of General Serial Bonds Activity - continued

Balance
Description Dec. 31, 2011 Increase Decrease

Balance

Dec. 31, 2012

Due by
Dec. 31,2013

Qualified Public Improvement Refunding $ 72595000 $ - $
Bonds, Taxable Series 20068
Issued 3/30/2006 for $72,595,000
Maturing in one lump sumin 2021
Bearing an interest rate of 5.49%

Qualified Fiscal Year Adjustment 23,350,000 - 4,180,000
Refunding Bonds, Taxable Series 2006E
Issued 3/30/2006 for $27,305,000
Maturing in one lump sumin 2016
Bearing an interest rate of 5.38%

Qualified General Improvement Bonds 26,503,000 - 1,730,000
Series 2006A
Issued 11/2/2006 for $32,163,000
Maturing annually from 2006 to 2023
Bearing interest rates of 4.125-4.25%

Qualified General Improvement Refunding 27,680,000
Bonds, Series 2007A
Issued 4/25/2007 for $27,680,000
Maturing annually from 2014 to 2023
Bearing interest rates of 4-5.55%

Qualified General Improvement Refunding 21,802,000 - 1,285,000
Bonds, Series 2007A
Issued 12/7/2007 for $26,242,000
For funding of Ordinance No. 07-162
Maturing annually on August 1 from 2010 to 2024
Bearing interest rates of 4-4.25%

Qualified General Improvement Bonds 37,363,000 - 1,370,000
Series 2009
Issued 12/29/2009 for $39,928,000
For funding of Ordinance No. 08-148
Maturing annually on January 15 from 2011 to 2029
Bearing an interest rate of 5%

Qualified General Improvement HCIA Bonds 1,668,000 - 178,000
Series 2009
Issued 12/17/2009 for $2,000,000
Maturing annually on August 1 from 2010 to 2019
Bearing an interest rate of 8%
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NOTE D. MUNICIPAL DEBT (continued)

BONDS PAYABLE (continued)

General Serial and Term Bonds Payable - continued

Summary of Ceneral Serial Bonds Activity - continued

Balance Balance Due by
Description Dec. 31, 2011 Increase Decrease Dec. 31, 2012 Dec. 31, 2013

Qualified General Improvement Bonds $ 3320950 $ - 8 50000 $ 3270950 $ 55,000
JCPA Tax Exempt, Series 2009A
Issued 12/17/2009 for $3,380,950
For funding of Ordinance No. 09-109
Maturing annually on July 15 from 2010 to 2029
Bearing interest rates of 4-5%

Qualified General Improvement Bonds 800,000 - 100,000 700,000 100,000
JCPA Taxable, Series 2009A

For funding of Ordinance No. 09-109

Issued 12/17/2009 for $1,000,000

Maturing annually on July 15 from 2010 to 2019
Bearing interest rates of 4.75-6.00%

General Improvement Bonds 84,315,000 - 280,000 84,035,000 480,000
Taxable Series 2010B, Build America Bonds
For funding of Ordinance No. 09-068 and 10-081
Issued 11/3/2010 for $84,495,000
Maturing annually on Nov. 1, 2011-2027 and 2031, 2036, 2040
Bearing interest rates of 3.25-7.25%

General Improvement Bonds,
Taxable Series 2010C 6,420,000 - - 6,420,000 -
Recovery Zone Economic Development Bonds
For funding of Ordinance No. 09-068 and 10-081
Issued 11/3/2010 for $6,420,000
Maturing annually on Nov. 1, 2021-2025 and 2030, 2035, 2040
Bearing interest rates of 3.25-7.25%

Qualified General Improvement Refunding 11,253,000 - 203,000 11,050,000 200,000
Bonds, Series 2011A
Issued 12/30/2011 for $11,253,000
To refund Qualified General Improvement Bonds dated 9/1/2003
Maturing annually on Sept. 1, 2012-2019 and 2022
semiannually 2014
Bearing interest rates of 1.75-4.00%

Qualified General Improvement Bonds, Series 2012 - 24,875,000 - 24,875,000 1,270,000
Issued 8/21/2012 for $24,875,000
For partial funding of Ordinance No. 12-042
Maturing annually on March 1, 2013-2027
Bearing interest rates of 3.00-5.00%
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NOTE D. MUNICIPAL DEBT (continued)

BONDS PAYABLE (continued)

General Serial and Term Bonds Payable - continued

Summary of General Serial Bonds Activity - continued

Balance Balance Due by
Description Dec. 31, 2011 Increase Decrease Dec. 31, 2012 Dec. 31, 2013
Qualified General Improvement Refunding $ - $ 16405000 $ - $ 16405000 $ 185,000

Bonds, Series 2012A

Issued 9/6/2012 for $16,405,000

To refund Qualified General Improvement Bonds dated 5/15/2005
Maturing annually on Sept. 1, 2013-2025

Bearing interest rates of 2.75-4.00%

Qualified General Improvement Refunding - 4,690,000 - 4,690,000 170,000
Bonds, Taxable Series 2012C
Issued 9/6/2012 for $4,690,000
Maturing annually on Sept. 1, 2013-2022 and 2033

Bearing interest rates of 1.254-5.141%

$ 432489950 $§ 45970000 $ 37,721,000 $ 440738950 $ 24,026,000
Refunded 19,650,000 19,650,000
Increase and Decrease Net of Refunding $ 26320000 $ 18,071,000

General Serial and Term Bonds — Sinking Fund Redemption

The General Improvement Bonds dated November 3, 2010 (Series 2010B and 2010C) and the
Qualified General Improvement Refunding Bonds dated September 6, 2012 (Taxable Series 2012C)
consist partially of term bonds in addition to serial payments. These term bonds are subject to
mandatory sinking fund redemption prior to maturity at a redemption price equal to 100% of the
principal amount to be redeemed, plus accrued interest thereon to the date fixed for redemption.

On the following page is the sinking fund schedule for each of the term bond payments required for

the Series 2010 B and Series 2010C General Improvement Bonds and the Taxable Series 2012C
Qualified General Improvement Refunding Bonds:
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BONDS PAYABLE (continued)

General Serial and Term Bonds — Sinking Fund Redemption - continued

SCHEDULE OF MANDATORY SINKING FUND PAYMENTS

Series 2012C Term
Series 2010B Term Bonds Maturing Series 2010C Term Bonds Maturing Bonds Maturing
Nov. 1, 2031 Nov. 1, 2036 Nov. 1, 2040 Nov. 1, 2030 Nov. 1, 2035 Nov. 1, 2040 Sept. 1, 2033 TOTAL
2023 $ -8 - - 8 - 3 - 8 - § 205000 $ 205000
2024 - - - - - - 215,000 215,000
2025 - - - - - - 225,000 225,000
2026 - - - 255,000 - - 240,000 495,000
2027 - - - 265,000 - - 250,000 515,000
2028 3,075,000 - - 275,000 - - 265,000 3,615,000
2029 3,205,000 - - 295,000 - - 25,000 3,525,000
2030 3,355,000 - - 305,000 - - 290,000 3,950,000
2031 3,515,000 - - - 315,000 - 310,000 4,140,000
2032 - 3,665,000 - - 335,000 - 320,000 4,320,000
2033 - 3,840,000 - - 345,000 - 335,000 4,520,000
2034 - 4,020,000 - - 355,000 - 4,375,000
2035 - 4,200,000 - - 375,000 - - 4,575,000
2036 - 4,390,000 - - - 395,000 - 4,785,000
2037 - - 4,595,000 - - 405,000 - 5,000,000
2038 - - 4,795,000 - - 435,000 - 5,230,000
2039 - - 5,025,000 - - 450,000 - 5,475,000
2040 - - 5,250,000 - - 465,000 - 5,715,000
Due at

Maturity $ 13150000 $ 20115000 $ 19665000 $ 1395000 $ 1725000 § 2150000 § 2035000 $ 60,235000

School Serial Bonds Payable

The City has outstanding at December 31, 2012 various school serial bond debt issues. The table on
the following page is a summary of the activity for such debt during the year then ended and the short
term liability for each issue:
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NOTE D. MUNICIPAL DEBT (continued)

BONDS PAYABLE (continued)

School Serial Bonds Payable - continued

Summary of School Serial Bonds Activity

Balance Balance Due by
Description Dec. 31, 2011 Increase Decrease Dec. 31, 2012 Dec. 31, 2013
School Refunding Bonds $ 3130000 § - § 3130000 $ -8

Issued 09/15/1997 for $56,205,000
Maturing annually from 1998 to 2012
Bearing variable interest rates

School Refunding Bonds 16,805,000 - 4,150,000 12,655,000 4,225,000
Issued 12/01/2002 for $38,505,000
Maturing annually from 2003 to 2016
Bearing interest rates of 5-5.25%

Qualified School Refunding Bonds, Series 2005C 26,425,000 - 1,175,000 25,250,000 1,220,000
Issued 6/16/2005 for $33,100,000
Maturing annually from 2006 to 2021
Bearing interest rates of 4-5%

Qualified School Refunding Bonds, Series 2007C 12,595,000 - - 12,595,000 3,085,000
Issued 4/25/2007 for $12,645,000
Maturing annually from 2013 to 2016
Bearing an interest rate of 5%

Qualified School Bonds, Series 2007A 14,615,000 - 670,000 13,945,000 695,000
Issued 2/23/2007 for $17,050,000
Maturing annually from 2008 to 2027
Bearing interest rates of 4-4.25%

$ 73570000 § - § 9125000 $ 64445000 $ 9,225,000

Water Serial Bonds Payable

The City has outstanding at December 31, 2012 various water serial bond debt issues. The following
table is a summary of the activity for such debt during the year then ended and the short term liability
for each issue:
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BONDS PAYABLE (continued)

Water Serial Bonds Payable - continued

Summary of Water Serial Bonds Activity

Balance Balance
Description Dec. 31, 2011 Increase Decrease Dec. 31, 2012

Due by
Dec. 31,2013

Water Capital Improvements $ 2575000 $ - $ 2575000 $
Issued 03/01/2003 for $5,000,000
Maturing through 2024
Bearing interest rates of 4-4.4%

Qualified Water Refunding Bonds, Series 2004C 7,765,000 - 1,045,000 6,720,000
Issued 10/15/2004 for $15,050,000
Maturing annually from 2005 to 2018
Bearing interest rates of 3-5.25%

Qualified Water Refunding Bonds, Series 2004C 9,095,000 - 885,000 8,210,000
Issued 10/15/2004 for $15,125,000
Maturing annually from 2005 to 2021
Bearing interest rates of 3-5.25%

Qualified Water Improvement Bonds, Series 20058 1,655,000 - 1,655,000
Issued 5/15/2005 for $5,000,000
Maturing through 2020
Bearing an interest rate of 5%

Qualified Water Refunding Bonds, Series 2006D 6,660,000 - - 6,660,000
Issued 9/1/2005 for $6,660,000
Maturing annually from 2016 to 2022
Bearing interest rates of 4.1-4.125%

Qualified Water Improvement Bonds, Series 2006B 3,650,000 - 305,000 3,345,000
Issued 11/2/2006 for $5,000,000
Maturing annually from 2007 to 2021
Bearing interest rates of 4.125-4.25%

Qualified Water Refunding Bonds, Series 2007B 7,800,000 - 1,530,000 6,270,000
Issued 4/25/2007 for $10,930,000
Maturing annually from 2010 to 2023 and 2033
Bearing interest rates of 4-5%

Qualified Water Improvement Refunding 1,987,000 - 32,000 1,955,000
Bonds, Series 2011B
Issued 12/30/2011 for $1,987,000
Maturing annually: 2012-2019, 2022, 2024-2028;
semiannually 2014
Bearing interest rates of 1.75-4.00%
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NOTE D. MUNICIPAL DEBT (continued)

BONDS PAYABLE (continued)

Water Serial Bonds Payable - continued

Summary of Water Serial Bonds Activity - continued

Balance Balance Due by
Description Dec. 31, 2011 Increase Decrease Dec. 31, 2012 Dec. 31, 2013
Qualified Water Improvement Refunding $ - $ 4265000 $ - $ 4265000 $ 30,000

Bonds, Series 2012B

Issued 9/6/12 for $4,265,000

To refund Water Capital Improvement Bonds dated 3/1/2003
and Qualified Water Improvement Bonds dated 5/15/2005

Maturing annually: 2013-2024

Bearing interest rates of 2.75-4.00%

$ 41,187,000 $ 4265000 $ 8027000 § 37425000 $ 3,745,000
Refunded 4,230,000 4,230,000
Increase and Decrease Net of Refunding $ 35,000 $ 3,797,000

Pension Refunding Bonds Payable

The City has outstanding at December 31, 2012 various pension refunding bond debt issues. The
following table is a summary of the activity for such debt during the year then ended and the short
term liability for each issue:

Summary of Pension Refunding Bonds Activity

Balance Balance Due by
Description Dec. 31, 2011 Increase Decrease Dec. 31, 2012 Dec. 31, 2013
Pension Obligation Refunding Bonds $ 22540000 $ - $ 585000 $ 21,955,000 $ 720,000
Series 2003A, Taxable
Issued 1/15/2003 for $23,595,000
Maturing annually from 2012 to 2024
Bearing interest rates of 4.8-5.5%

Pension Obligation Refunding Bonds 17,465,000 - 25,000 17,440,000 60,000
Series 2003A, Taxable
Issued 3/15/2003 for $17,465,000
Maturing annually from 2012 to 2033
Bearing interest rates of 4.58-5.46%

Pension Obligation Refunding Bonds 3,345,000 - - 3,345,000
Series 2006, Taxable
Issued 3/22/2006 for $3,345,000
Maturing in one lump sum in 2018
Bearing an interest rate of 5.51%

$ 43,350,000 § - $§ 610000 $ 42740000 $ 780,000
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LOANS PAYABLE

Green Trust Loans

The City has outstanding at December 31, 2012 various Green Trust Loans. The following table is a
summary of the activity for such loans during the year then ended and the short term liability for
each:

Summary of Green Trust Loans Activity
Balance Balance Due by
Description Dec. 31, 2011 Increase Decrease Dec. 31, 2012 Dec. 31, 2013
Wayne Street Park Loan $ 54,723 $ - $ 7,965 $ 46,758 $ 8,125
Received 7/29/1998 - $142,000
Due semi-annually until 2018
Bearing an interest rate of 2%

Apple Tree House Loan 161,525 - 11,495 150,030 11,726
Received 7/07/2004 - $235,894
Due semi-annually until 2024
Bearing an interest rate of 2%

Sgt. Anthony's Park Project Loan 106,213 - 6,927 99,286 7,066
Received 7/08/2005 - $145,000
Due semi-annually until 2025
Bearing an interest rate of 2%

Roberto Clemente Park Project Loan 208,031 - 13,567 194,464 13,839
Received 7/08/2005 - $284,000
Due semi-annually until 2025
Bearing an interest rate of 2%

Marion Pavonia Pool Project Loan 311,314 - 20,303 291,011 20,711
Received 7/08/2005 - $425,000
Due semi-annually until 2025
Bearing an interest rate of 2%

Multi-Park Loan 548,834 - 27,402 521,432 27,953
Received 6/30/2009 - $615,000
Due semi-annually until 2028
Bearing an interest rate of 2%

Montgomery Gateway Loan $ 44620 % - $ 2227 $ 42393 % 2,273
Received 6/30/2009 - $50,000
Due semi-annually until 2028
Bearing an interest rate of 2%

Berry Lane Park Loan 118,867 - 5,735 113,132 5,851
Received 6/30/2010 - $130,000
Due semi-annually until 2029
Bearing an interest rate of 2% - - - - -

$ 1554127  § - 3 95621 $ 1458506  $ 97,544
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LOANS PAYABLE — (continued)

Pooled Loan with Hudson County Improvement Authority

The City has outstanding at December 31, 2012 a pooled loan with the Hudson County Improvement
Authority. The following table is a summary of the activity for the loan during the year then ended
and the short term liability:

Summary of HCIA Pooled Loan Activity

Balance Balance Due by
Description Dec. 31, 2011 Increase Decrease Dec. 31, 2012 Dec. 31, 2013
Fire Apparatus and Related Equipment
Received 8/1/2007 - $3,250,000
Due annually until 2015
Bearing variable interest rates $ 1444445 % - $ 361,111 $ 1083334 $ 361,111

The fire apparatus purchased with this loan is recorded in the General Fixed Assets account group as
an asset in the machinery and equipment class.

DEBT SERVICE REQUIREMENTS TO MATURITY

The repayment schedule of annual debt service principal and interest for the next five years, and five-
year increments there-after, for bonds issued and outstanding is as follows:

Schedule of Debt Service Requirements to Maturity - Bonds Issued and Outstanding
Combined Principal and Interest as of December 31, 2012

General Pension School Water

Year Total Serial Bonds Refunding Serial Bonds Serial Bonds
2013 $ 65,046,650 $ 44456808  $ 3,096,527 $ 12,190,025 $ 5,303,290
2014 62,199,277 44,039,453 3,251,289 10,483,806 4,424,729
2015 61,214,429 44,098,782 3,417,068 10,129,675 3,568,904
2016 68,099,519 47,042,478 3,550,741 13,540,934 3,965,366
2017 63,238,253 46,904,561 3,711,710 7,254,528 5,367,454
2018-2022 296,541,113 235,112,230 23,656,446 18,444,194 19,328,243
2023-2027 99,904,276 77,148,076 13,544,121 6,180,366 3,031,713
2028-2032 51,735,107 38,617,334 10,719,604 - 2,398,169
2033-2037 33,464,438 30,369,834 2,614,479 - 480,125
2038-2040 17,974,402 17,974,402 - - -
$ 819417464  $ 625,763,958  $ 67,561,985 $ 78223528  $ 47,867,993
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NOTE D. MUNICIPAL DEBT (continued)

DEBT SERVICE REQUIREMENTS TO MATURITY

The repayment schedule of annual debt service principal and interest for the next five years, and five-
year increments there-after, for loans issued and outstanding is as follows:

Schedule of Debt Service Requirements to Maturity - Loans Outstanding
Combined Principal and Interest as of December 31, 2012

Green Trust HCIA
Year Total Loans Pooled Loan
2013 $ 528,429 $ 129,229 $ 399,200
2014 525,429 126,229 399,200
2015 525,421 126,229 399,192
2016 126,229 126,229 -
2017 126,229 126,229
2018-2022 590,554 590,554
2023-2027 401,942 401,942
2028-2029 53,478 53,478 -
$ 2,877,711 $ 1,680,119 $ 1,197,592

NOTES PAYABLE

Bond Anticipation Notes

The City issues bond anticipation notes to temporarily fund various capital projects prior to the
issuance of serial bonds. The term of the notes cannot exceed one year, but the notes may be
renewed from time to time for a period not exceeding one year. Generally, such notes may be paid
no later than the close of the tenth fiscal year next following the date of the original notes.

The Division also prescribes that notes cannot be renewed past the third anniversary date of the

original note unless an amount equal to at least the first legally required installment is paid prior to
each anniversary date.
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Bond Anticipation Notes - continued

The following is a schedule of bond anticipation note activity for the year ended December 31, 2012.

ACTIVITY OF BOND ANTICIPATION NOTES

Balance at December 31, 2011 Balance at December 31, 2012

Ordinance Original Issue Interest Maturity New Notes Paid by Budget Interest Maturity

Number Date Amount Rate Date Amount Issued Appropriation Amount Rate Date
PJP Landfill Acquisition

09-097/097A  1/2012010 $ 8700000 2000%  12/3U2012 § 8700000 $ - § - $ 8700000 1125%  12/30/2013
Newark Avenue Streetscape

09-1271127A  1/20/2010 2476000  2000%  12/31/2012 2,476,000 - - 2476000  1125%  12/30/2013
Sixth Street Embankment

10-085/085A  8/31/2010 7500000  1500%  8/3V/2011 7,500,000 - - 7500000 1500% 8/7/2013

$ 18676000 % - § - § 18676,000

Landfill and Streetscape — On January 20, 2010, the City issued Bond Anticipation Notes in the
amount of $11,176,000 to fund two separate authorizations: the acquisition of the PJP Landfill for
$8,700,000 and the Newark Ave Streetscape for $2,476,000.

Sixth Street Embankment — On August 31, 2010, the City issued Bond Anticipation Notes in the
amount of $7,500,000 to fund costs to obtain the property known as the Sixth Street in accordance

with a legal settlement of January, 2010.

Tax Refunding Notes

The City issues tax refunding notes in order to finance tax refunds arising from successful appeals by
property owners. Taxpayers are obligated to pay taxes owed to the City as they become due, or have
their property subject to tax sale. However, taxpayers may appeal their property assessments and, if
successful, be granted a refund, often in a year subsequent to when the taxes were paid. The Division
has allowed the City to issue notes to finance such refunds. The tax refunding notes are one year
notes, renewable annually for five to seven years.
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Tax Refunding Notes - continued

The following is a schedule of tax refunding note activity for the year ended December 31, 2012.

ACTIVITY OF TAX APPEAL REFUNDING NOTES

Balance at December 31, 2011

Balance at December 31, 2012

Ordinance Original Issue Interest Maturity New Notes Paid by Budget Interest Maturity

Number Date Amount Rate Date Amount Issued Appropriation Amount Rate Date
Real Property Tax Appeal Refunding Notes
05-068 6/30/2005 § 7000000  1430% 817202  $ 1000000 $ - § 1000000 $ - nla nla
07-088 6/29/2007 3500000 3500%  4/19/2012 700,000 - 700,000 - nla nla
09-028 6/25/2009 11471819 3500% 41972012 8,194,157 - 1,638,831 6555326  2000%  4/18/2013
10-031 4/20/2010 7201450  3500%  4/19/2012 5,761,160 - 1,440,290 4320870 2000%  4/18/2013
11-116 12/14/2011 5500000 3000%  12/14/2012 5,500,000 - 1,100,000 4400000 15000%  12/13/2013
§ 21155317 § - § 581121 1527619

Special Emergency Notes

Statutes allow the City to adopt ordinances authorizing special emergency appropriations for the
carrying out of certain specific purposes, including the revaluation of real property and contractually
required severance liabilities resulting from the layoff or retirement of employees. Statutes further
provide for the borrowing of money and the issuance of Special Emergency Notes to finance such
special emergency appropriations, which may be renewed from time to time, but at least 1/5 of all
such notes, and the renewals thereof, shall mature and be paid in each year, so that all notes and
renewals shall have matured and have been paid not later than the last day of the fifth year following
the date of the emergency resolution. The following is a schedule of special emergency note activity

for the year ended December 31, 2012.

ACTIVITY OF SPECIAL EMERGENCY NOTES

Balance at December 31, 2011
Ord. / Reso. Original Issue Interest Maturity New Notes Paid by Budget
Number Date Amount Rate Date Amount Issued Appropriation

Balance at December 31, 2012

Interest Maturity
Amount Rate Date

Contractual Severance Payments

Ord.10-141  12/31/2010 $§ 9300000 30000 12142012 $ 7440000 $ - § 1860000
Ord. 11-124  12/14/2011 9500000  3000%  12/14/2012 9,500,000 - 1,900,000
Revaluation of Properties

Ord. 11-043  6/23/2011 3150000  3500% 4/19/2012 3,150,000 - 630,000
Superstorm Sandy

Reso.12-842  12/28/2012 5,965,000 nla nla - 5,965,000

$ 5580000  1.500% 12/13/2013
7,600,000  1.500% 12/13/2013

2520000  2.000% 4/18/2013

5965000  2.000% 12/13/2013

$ 20090000 $ 595000 $ 4390000

$ 21,665,000
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CITY-GUARANTEE OF OTHER PUBLIC BODY DEBT

The City has adopted various ordinances over the years guaranteeing the payment of principal and
interest on debt issues of the Jersey City Municipal Utilities Authority (MUA), for the purpose of
providing additional security therefor. The amount of debt guaranteed by the City on behalf of the
MUA as of December 31, 2012 and 2011 was $220,200,627 and $208,700,000, respectively.

BONDS AND NOTES AUTHORIZED BUT NOT ISSUED

At December 31, 2012 and 2011, the City has authorized but not issued bonds and notes of
$54,298,386 and $53,856,436, respectively, in the General Capital Fund.

The following activity relates to bonds and notes authorized but not issued that occurred during the
year ended December 31, 2012:

Balance Debt Decreased by: Balance
Dec. 31, 2011 Authorized Cancelled Bonds Issued Dec. 31, 2012

$ 53,856,436 $ 26,816,950 $ 1,500,000 $ 24,875,000 $ 54,298,386

SUMMARY OF STATUTORY DEBT CONDITION - ANNUAL DEBT STATEMENT

The summarized statement of debt condition which follows is prepared in accordance with the
required method of setting up the Annual Debt Statement.

Gross Debt Deductions Net Debt
Local School District Debt $ 70,661,027 $ 70,661,027 $
General Debt 827,680,972 339,109,351 488,571,621

$ 898,341,999 $ 409,770,378 $ 488,571,621

Net Debt of $488,571,621 divided by Equalized Valuation Basis per N.J.S.A. 40A:2-2 as amended,
$18,751,253,611 = 2.61%.

Equalized valuation basis is the average of the equalized valuations of real estate, including

improvements, and the assessed valuation of class Il Railroad Property of the County for the last 3
preceding years.
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BORROWING POWER UNDER N.J.S.A. 40A:2-6 AS AMENDED

3 1/2 % of Equalized Valuation Basis $ 656,293,876
Net Debt 488,571,621
Excess Borrowing Power $ 167,722,255

NOTE E. FUND BALANCES APPROPRIATED

Fund balance of the City consists of cash surplus and non-cash surplus. The City can anticipate fund
balance to support its budget of the succeeding year, however, the use of non-cash surplus is subject
to the prior written consent of the Division. Fund balances at December 31, 2011 and 2010 which
were appropriated and included as anticipated revenue in the current fund budget of the succeeding
year were as follows:

Fund Balance Utilized in Fund Balance Utilized in
Dec. 31, 2012 2013 Budget Dec. 31, 2011 2012 Budget
Current Fund $ 33,530,567 $ 16,707,232 $ 17,974,709 $ 16,010,000
Capital Fund 3,232,175 - 1,129,085
Assessment Trust Fund 36,093 36,093 36,093

NOTE F. RETIREMENT SYSTEMS AND DEFERRED COMPENSATION

Substantially all City employees participate in the Consolidated Police and Fireman’s Pension Fund
(CPFPF), Public Employees Retirement System (PERS), Police and Fireman’s Retirement System of
New Jersey (PFRS) or the Defined Contribution Retirement Program (DCRP), all of which are
multiple employer plans sponsored and administered by the State of New Jersey, with the exception
of the CPFPF, which is a single employer plan. The CPFPF, PERS and PFRS are cost sharing
contributory defined benefit public employee retirement systems. The DCRP is a defined contribution
plan.

In addition, certain employees participate in the Employees' Retirement System of the City of Jersey
City (JCERS) and the City’s Deferred Compensation Plan.
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STATE-MANAGED PENSION PLANS — CPFPF

The Consolidated Police and Fireman's Pension Fund (CPFPF) is a single employer contributory
defined benefit plan which was established on January 1, 1952, under the provisions of N.J.S.A.
43:16 to provide retirement, death and disability benefits to county and municipal police and firemen
who were appointed prior to July 1, 1944. The fund is a closed system with no active members. The
City currently only makes contributions for its retirees who are enrolled in this pension fund.

STATE-MANAGED PENSION PLANS - PERS

The PERS was established in January, 1955 under provisions of N.J.S.A. 43:15A and provides
retirement, death, disability and post-retirement medical benefits to certain qualifying Plan members
and beneficiaries. Membership is mandatory to substantially all full time employees and vesting
occurs after 8 to 10 years of service for pension benefits. Significant modifications to enroliment,
benefits and eligibility for benefits under the plan were made in 2007, 2008, 2010 and 2011. These
changes resulted in various “tiers” which distinguish period of eligibility for enrollment. The
delineation of these tiers is as follows:

e Tier 1: Employees enrolled before July 1, 2007.

e Tier 2: Employees eligible for enroliment after June 30, 2007 but before November 2, 2008.
e Tier 3: Employees eligible for enrollment after November 1, 2008 but before May 22, 2010.
e Tier 4: Employees eligible for enroliment after May 21, 2010 but before June 28, 2011.

e Tier 5: Employees eligible for enroliment after June 27, 2011.

Tier 1 and 2 employees must earn a base salary of $1,500 or more to enroll in the plan. Pensionable
salaries are limited to the IRS maximum salary compensation limits for Tier 1 employees and social
security maximum wage for Tier 2 employees. Tier 2 employees earning over the social security
maximum wage are eligible to participate in DCRP for the excess amount. Tier 1 and 2 employees
who retire at or after age 60 are entitled to a retirement benefit determined by the formula “years of
service” divided by 55 times the average of the highest three years salary.
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STATE-MANAGED PENSION PLANS - PERS (continued)

Tier 3 employees must earn a base salary that is annually adjusted. As of the years ended December
31, 2012 and 2011, this base salary amount was $7,800 and $7,700, respectively. Employees earning
between $5,000 and the Tier 3 minimum base salary are eligible for participation in DCRP.
Pensionable salaries are limited to the social security maximum wage. Employees earning over the
social security maximum wage are eligible to participate in DCRP for the excess amount. Employees
who retire at or after age 62 are entitled to a retirement benefit determined by the formula “years of
service” divided by 55 times the average of the highest three years salary.

Tier 4 and 5 employees do not have a minimum salary requirement to enroll, but must work a
minimum of 32 hours per week. Employees not meeting the minimum hour requirement but that
make over $5,000 are eligible to enroll in DRCP. Pensionable salaries are limited to the social
security maximum wage. Employees earning over the social security maximum wage are eligible to
participate in DCRP for the excess amount. Employees who retire at the minimum age; 62 and 65 for
Tier 4 and Tier 5, respectively, are entitled to a retirement benefit determined by the formula “years
of service” divided by 60 times the average of the highest five years salary.

Each of the 5 Tiers have eligibility requirements and benefit calculations which vary for deferred
retirements, early retirements, veteran retirements, ordinary disability retirements and accidental
disability retirements. There is no minimum service requirement to receive the pension benefits
outlined above. However, in order to receive state-paid insurance coverage, at least 25 years of
service is required for employees in Tiers 1 through 4 and 30 years of service for Tier 5 employees.

STATE-MANAGED PENSION PLANS - PERS

The PFRS was established in July, 1944, under the provisions of N.J.S.A. 43:16A to provide
coverage to substantially all full time county and municipal police or firefighters and state police
appointed after June 30, 1944. Membership is mandatory for such employees with vesting occurring
after 10 years of membership. Significant modifications to enrollment, benefits and eligibility for
benefits under the plan were made in 2010 and 2011. These changes resulted in various “tiers” which
distinguish period of eligibility for enrollment. The delineation of these tiers is noted below:

e Tier 1: Employees enrolled before May 22, 2010.

e Tier 2: Employees enrolled after May 21, 2010 but before June 29, 2011.
e Tier 3: Employees enrolled after June 28, 2011.
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STATE-MANAGED PENSION PLANS - PFRS (continued)

Tier 1, 2 and 3 employees do not have a minimum salary requirement to enroll. Pensionable salaries
are limited to the social security maximum wage for Tier 2 and 3 employees and ‘federal pensionable
maximum’ for Tier 1 employees. Employees earning over the social security maximum wage are
eligible to participate in DCRP for the excess amount. Employees who retire either at or after the age
of 55 are entitled to a retirement benefit dependent on years of service. In addition, Tier 1 employees
can retire with 20 years of service with no minimum age requirement.

If the employee retires with less than 20 years of service, the benefit is calculated as 2% times the
“final compensation”* times years of service. If the employee retires with more than 20 but less than
25 years of service, the benefit is calculated as 50% of “final compensation”*. If the employee retires
with more than 25 but less than 30 years of service, the benefit is calculated as 60% of the “final
compensation”* salary plus 1% times “final compensation”* for each year between 25 and 30. If the
employee retires with at least 30 years of service, the benefit is calculated as 2% times the “final
compensation”* times years of service plus 1% of “final compensation”* for each year over 30. In
addition, if a Tier 1 employee retires at age 65 with 20 or more years of service, the benefit is
calculated as 50% of the “final compensation”* plus 3% of the “final compensation”* times the
number of years served over 20, to a maximum of 25.

*Note: “Final Compensation” refers to the final 12 months of pensionable salary for Tier 1
employees and the average of the highest three years of pensionable salary for Tier 2 and 3

employees.

STATE-MANAGED PENSION PLANS - GENERAL

The State established and administers a Supplemental Annuity Collective Trust Fund (SACT) which
is available to active members of several State-administered retirement systems to purchase annuities
to supplement the guaranteed benefits provided by their retirement system. The State or local
government employers do not appropriate funds to SACT.

The State also administers the Pension Adjustment Fund (PAF) which provides cost of living
increases, equal to 60 percent of the change in the average consumer price index, to eligible retirees
in all State-sponsored pension systems except SACT. The cost of living increases for PFRS and
PERS are funded directly by each of the respective systems and are considered in the annual actuarial
calculation of the required State contribution for that system.
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STATE-MANAGED PENSION PLANS — GENERAL (continued)

According to state statutes, all obligations of PERS and PFRS will be assumed by the State of New
Jersey should the PERS and PFRS be terminated.

The State of New Jersey issues publicly available financial reports that include the financial
statements and required supplementary information of the PERS and PFRS. This report may be
obtained by writing to the State of New Jersey, Department of the Treasury, Division of Pensions and
Benefits, P.O. Box 295, Trenton, New Jersey 08625-0295.

STATE-MANAGED PENSION PLANS - CONTRIBUTIONS

The contribution policy for PFRS and PERS is set by laws of the State of New Jersey, and requires
contributions by active members and their employers. Plan member and employer contributions may
be amended by legislation of the State of New Jersey. Contributions made by employees for the
previous three years are as follows:

Summary of Employee Contributions

Year As a Percentage of Base Wages Amount
Ended PFRS PERS PFRS PERS
Dec. 31, 2012 10.00% @) 6.64% $ 13,499,797 $ 1,065,309
Dec. 31, 2011 10.00% 2 6.50% 11,572,440 1,029,602
Dec. 31, 2010* 8.50% 5.50% 5,407,850 542,808

*Six month “transition year”

(1) 2012 rate for PERS were 6.5% until the first payroll in July, 2012, after which the rates noted above took effect.

(2) 2011 rates for PFRS and PERS were 8.5% and 5.5%, respectively, until the first payroll in October, 2011, after which
the rates noted above took effect.

Employers are required to contribute at an actuarially determined rate in both systems. During the
previous three years, the Borough made the following contributions:

City PFRS Contribution City PERS Contribution City CPFPF Contribution
Amount As a Amount As a Amount As a
Paid or Percentage of Paid or Percentage of Paid or Percentage of
Year Ended Charged Covered Payroll Amount Covered Payroll Amount Covered Payroll
Dec.31,2012 $ 33,334,617 24.7% $ 2,522,591 15.6% $ 167,303 n/a
Dec. 31, 2011 39,353,907 30.2% 2,533,330 14.1% 128,540 n/a
Dec. 31, 2010 2) 2) 2) 2) 208,494 n/a

(2) The year ended December 31, 2010 is a six month “transition year” for which no PERS and PFRS obligations were
due.
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STATE-MANAGED PENSION PLANS — PENSION DEFERRAL

Legislation, known as Chapter 19 of the Public Laws of 2009 (P.L. 2009, c. 19), was enacted and
effective on March 17, 2009 allowing for an adjustment in the contributions that local employers,
such as the City, must make to the PERS and PFRS during the year ended June 30, 2009. Under this
legislation, local governments were given the option to defer exactly 50% of their required pension
contribution as certified by the State of New Jersey, Department of the Treasury, Division of
Pensions and Benefits or pay the full amount of the required contribution for the year ended June 30,
2009.

The City elected the 50% deferral. Under the terms of the pension deferral the City is obligated to
commence repayment of the entire deferral in 15 amortized annual installments, commencing with
the year ended December 31, 2012. These payments will be added to the regular pension bills. The
total amount of the deferred pension contribution liability as of December 31, 2012 and 2011 was
$13,583,470 and $14,826,590, respectively. The short term liability of the deferral, payable on April
1, 2013 is $1,253,119, consisting of $101,004 in deferred PERS payments and $1,152,115 in deferred
PFRS payments.

DEFINED CONTRIBUTION RETIREMENT PROGRAM

The DCRP was established under the provisions of P.L. 2007, Chapters 92 and 103 and expanded
under the provisions of Chapter 89, P.L. 2008 and Chapter 1, P.L. 2010. It provides eligible
members with a tax-sheltered, defined contribution retirement benefit, along with life insurance and
disability coverage.

Individuals eligible for membership in the DCRP include (a) state or local officials elected or
appointed to new office on or after July 1, 2007, (b) employees enrolled in PERS on or after July 1,
2007 or PFRS after May 21, 2010 who earn salary in excess of established maximum compensation
limit and (c) employees otherwise eligible for PERS on or after November 2, 2008 or PFRS after
May 21, 2010 that earn below the minimum PERS or PFRS salary but more than $5,000 annually.

Vesting occurs upon commencement of the third year of membership. Should the vesting period not
be reached, contributions will be refunded to the appropriate contributing parties. Employer matching
contributions and earnings are only available after the age of 55. Distributions render the member
retired and ineligible for future participation in any State-administered plans.  Otherwise,
distributions are available at any time as lump sum, fixed term or life annuity.
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DEFINED CONTRIBUTION RETIREMENT PROGRAM (continued)

Members are covered by employer-paid life insurance in the amount of 1 % times the annual base
salary on which DCRP contributions were based. Members are also eligible for employer-paid long-
term disability coverage after one year of participation. Eligibility occurs after six consecutive
months of total disability. Members would receive a regular monthly income benefit up to 60% of
the base salary on which DCRP contributions were based during the 12 months preceding the onset
of the disability, offset by any other periodic benefit the member may be receiving. Benefits will be
paid until the age of 70 so long as the member remains disabled and has not begun receiving
retirement annuity payments.

The following table represents the City and employee contributions during the previous three years:

Employee Contributions City Contributions
As a As a
Year Ended Number of Percentage of Percentage of
Dec. 31, Employees Amount Base Payroll Amount Base Payroll
2012 2 $ 3,064 5.50% $ 1,671 3.00%
2011 0 - n/a - n/a
2010 0 - n/a - n/a

EMPLOYEES' RETIREMENT SYSTEM OF JERSEY CITY

The Employees' Retirement System of Jersey City (JCERS) became effective February 22, 1965,
under N.J.S.A. 43:13-22.50, et seq. Legislation was approved amending the JCERS on May 9, 1990,
effective June 1, 1990. The plan was also amended on August 19, 1996 to revise the retirement and
survivorship benefits payable to retirees and beneficiaries. Legislation in 2003 (Chapter 167, P.L.
2003) increased retirement allowances to 100% of CPI increases, replacing the previous 60%.
Finally, Chapter 247, P.L. 2005 decreased the early retirement factor from 2/12 of 1% to 1/12 of 1%
per month for retirees prior to the age of 60. The following plan description reflects these
amendments.
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EMPLOYEES' RETIREMENT SYSTEM OF JERSEY CITY

The Plan is a defined benefit pension plan covering certain employees of the City. Employees who
were members of the former pension system (other than police, fire and Board of Education
employees) hired after February 22, 1965, and under age 40 at the date of employment must become
members of the Plan. In addition, temporary employees hired after October 7, 1984, with one year's
continuous service, and under age 40 at the date of employment, must also become members of the
Plan. Employees of the City who are not eligible to become members of the Plan are covered under
the Public Employees' Retirement System which is managed by the State of New Jersey.

Each member, on the effective date of the system, is required to contribute 6% to 8.5% of gross
payroll. The contribution percentage varies with the member's age at the time of appointment. Each
active member, who became a member after the effective date of the Plan, is required to contribute
from 6.2% to 10.15% of their salary. The contribution percentage varies with the member's age on
the date of entry to the Plan.

The contributions of the City consist of a normal contribution of current costs which equates to the
present value of benefits to be accrued in the year following the valuation converted to a percentage
of the annual salaries of all active members and, until the unfunded accrued liability is liquidated, an
additional amount known as the accrued liability contribution which is an amount, increasing 4% per
year, that will pay off the unfunded accrued liability over a period of 30 years.

The City's contribution to the JCERS for the year ended December 31, 201 and 2011 was $8,090,382
and $7,307,923, respectively.

The JCERS has an actuarial valuation performed bi-annually as required by GASB. The most recent
actuarial valuation was dated May 25, 2012. It shows the financial condition of the JCERS as of
January 1, 2012 and gives a basis for determining the contributions payable by the City. Per the
actuarial valuation, the City’s Annual Required Contribution and Net Pension Obligation are as
follows:

As of Net Pension Annual Required
June 30, Obligation Contribution

2012 $ 5,386,658 $ 7,280,689

2013 5,667,660 8,416,177
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EMPLOYEES' RETIREMENT SYSTEM OF JERSEY CITY (continued)

The actuarial valuation also recommended the following contributions for payment by the City on the
basis of covered payroll:

Actuarially
Calendar Recommended Covered
Year Contributions Payroll*
2012 $ 8,090,382 $ 30,895,626
2013 8,413,998 32,131,451

* Covered payroll is based on salaries of members as of January 1, 2012 and estimated salaries as of January 1, 2013.
The JCERS issues publicly available financial reports that include the financial statements and
required supplementary information of the system. The financial report may be obtained by writing to
the City Clerk, City of Jersey City, 280 Grove Street, Jersey City, NJ 07302.

DEFERRED COMPENSATION PLAN (unaudited)

The City has established a deferred compensation program for its employees under Section 457 of the
Internal Revenue Code. The deferred compensation program is a Public Employees' Deferred
Compensation Plan, covering employees and elected officials who perform services for the City. The
plan is underwritten by Prudential Insurance Company.

The Plan is a tax-deferred supplemental retirement program that allows City employees to contribute
a portion of their salaries, before federal taxes, to a retirement account. Contributions, or deferrals,
are made through payroll deductions. Individuals are 100% vested. Distributions are not available to
employees until termination, retirement, death, or unforeseeable emergency. All amounts of
compensation deferred under the plan, all property and rights purchased with those amounts, and all
income attributable to those amounts, property or rights are solely the property and rights of the
individual contributors and are not subject to the claims of the City's general creditors.
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DEFERRED COMPENSATION PLAN (unaudited) — (continued)

Assets of the plans are invested in various mutual funds at the discretion of the participants. During
the year ended December 31, 2012 and 2011, the plan had the following activity:

2012 2011
Value of Plan Assets, Beginning $ 126,108,476 $ 125,334,758
Contributions 7,230,243 6,949,757
Interest and Dividends 1,003,302 924,738
Appreciation (Depreciation) of Plan Assets 9,030,025 (1,027,142)
Distributions and Benefit Payments (5,978,954) (6,073,128)
Fees and Other 65,499 (507)
Value of Plan Assets, Ending $ 137,458,591 $ 126,108,476

NOTE G. POST-EMPLOYMENT BENEFITS

Plan Description

The City provides eligible retirees with medical, prescription drug, and life insurance benefits.
Retirees who do not meet eligibility requirements for 100% City paid coverage but meet the
eligibility requirements for 100% employee paid coverage can continue coverage by paying
premiums established by the City.

In March 2010, the Patient Protection and Affordable Care Act (PPACA) was signed into law. The
high cost excise tax (“Cadillac tax™) provisions of the Act are applicable. Additionally, on June 28,
2011 P.L. 2011 c. 78 (Chapter 78) was enacted. Chapter 78 contained many changes to the retirement
and healthcare plans offered to employees and retirees of New Jersey State and Local government.
Among these changes was the requirement for certain retirees to pay a varying portion of
postretirement healthcare costs.

For 2013, two medical plans are offered to eligible retirees and their dependents: a Traditional plan
and a Direct Access plan. These plans are self- insured through Horizon Blue Cross. Future retirees

are only eligible for the Direct Access plan.

Prescription drug benefits are provided to eligible retirees and their dependents at varying co-pays.
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Plan Description — continued

Retirees of the Jersey City Police Officers Benevolent Association, Jersey City Police Superior
Officers Association, Uniformed Fire Fighters Association of Jersey City and Jersey City Uniformed
Fire Officers Associations receive life insurance or death benefits ranging from $1,500 to $5,000
dependent on retirement date. Employees other than Police and Firemen have no postemployment
death benefits paid by Jersey City.

Dental and Vision benefits are available to eligible retirees and their dependents. Retirees are
required to pay 100% of cost of these plans.

Medical benefits coordinate with Medicare and retirees and their dependents are required to
participate in Medicare A and B upon eligibility for these programs. Retirees, dependents, and
surviving spouses are reimbursed the Part B premium by the City.

Eligible dependents of retirees are provided medical and prescription drug benefits for their lifetime.

The number of retirees receiving benefits as of January 1, 2013, the effective date of the biannual
Other Post-Employment Benefit, herein referred to as “OPEB”, valuation is 2,119.  Active
employees number 2,197 as of the same valuation date.

Eligibility

The above benefits are available for employees who retire under the following conditions:

0 After twenty-five years of service in PFRS or PERS

o0 Upon disability retirement from PFRS, service requirements of four years for ordinary
disability and none for accidental disability

o Upon disability retirement from PERS, service requirements of ten years for ordinary
disability and none for accidental disability

o0 Upon disability from JCERS, service requirements of five years for ordinary disability and
none for accidental disability
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Funding Policy

Current retirees, dependents and survivors are not required to contribute toward the cost of the
postretirement medical and prescription drug coverage. All costs are paid 100% by the City. Any
employee who retires after satisfying the eligibility requirements who had less than 20 years of PERS
or PFRS as of June 28, 2011, shall be required to contribute toward the cost of postretirement
healthcare benefits. The retiree contributions are based on a percentage of the postretirement
healthcare cost. The contribution percentages, which are phased-in over a four-year period, vary
based on healthcare coverage tier and amount of PERS or PFRS pension amounts. Retired Police and
Firefighters are not required to contribute toward the cost of post retirement life insurance benefits.

The City currently accounts for these post retirement benefits on a pay-as-you-go basis. During the
years ended December 31, 2012 and 2011, the City paid $16,497,567 and $19,543,008, respectively,
for post-employment benefits. The City receives additional funding from the Early Retirement
Reinsurance Program (ERRP) which is budgeted as a reduction to retiree health insurance costs.

Actuarial Valuation Results

The Actuarial Accrued Liability for current retirees is $680,715,915, and for current active
employees is $978,613,911, for a total accrued liability (unfunded) of $1,659,329,826 as of January
1, 2013, the date of the most recent valuation.

Summary of Valuation Results - January 1, 2013 (most recent valuation available) - Per Actuarial Valuation

Civilian Police and Fire TOTAL
Actuarial Accrued Liability
Retirees $ 99,302,117 $ 581,413,798 $ 680,715,915
Active Employees 125,469,332 425,384,471 550,853,803
Unfunded Actuarial Accrued Liability $ 224,771,449 $ 1,006,798,269 $ 1,231,569,718
Discount Rate 4.50%
Normal Cost $ 35,681,470

For the year ended December 31, 2013, the City’s Annual OPEB cost is projected to be $107,569,816
and its Annual Required Contribution $112,895,101. After taking into consideration the City
contribution, as determined by the actuarial valuation, of $31,036,957, the Net OPEB Obligation is
projected to increase $76,532,859 during the year ended December 31, 2013, resulting in a Net OPEB
Obligation of $401,412,859.
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Actuarial Valuation Results - continued

The following table utilizes the actuarially determined contribution for the year ended December 31,
2013 as opposed to actual payments. Differences between the actual expenditures and the actuarial
contributions include discounts, deductibles, co-payments, and actuarial factors identified under the
‘actuarial assumptions and methods’ section that follows.

Lewel Dollar Amortization
Calculation of Annual Required Contribution under Projected Unit Cost Method

Year Ended December, 31, 2012

Civilian Police and Fire Dec. 31, 2012
Normal Cost with Interest $ 7,346,134 $ 29,941,002 $ 37,287,136
Amortization of Unfunded Actuarial Liability over 30 Years 13,799,066 61,808,899 75,607,965
Annual Required Contribution 21,145,200 91,749,901 112,895,101
Interest on Net OPEB Obligation 2,668,195 11,951,405 14,619,600
Adjustments to the Annual Required Contribution (3,640,103) (16,304,782) -
Annual OPEB Cost 20,173,292 87,396,524 107,569,816
Contributions (4,792,771) (26,244,186) (31,036,957)
Net OPEB Obligation, Beginning of Year 59,293,231 265,586,769 324,880,000
Net OPEB Obligation, End of Year $ 74,673,752 $ 326,739,107 $ 401,412,859

Under GASB criteria, the City would recognize the cost of other post-employment benefits in the
year when the employee services are received, report the accumulated liability from prior years, and
provide information useful in assessing potential demands on the City’s future cash flows. However,
since the City is using the modified accrual basis of accounting as prescribed by the Division, the
City is not required to show any accrued liability on the face of its financial statements, only to the
notes to those financial statements.

The actuarial valuation projected cash costs totaling $1,885,619,825 through the year 2038 for
current and future retiree medical benefits as follows:

Retiree 25-year Expected Cash Payout per Valuation Report

Year Amount Year Amount Year Amount
2013 % 31,036,957 2022 3% 62,003,072 2031 % 90,204,148
2014 34,327,354 2023 65,166,613 2032 94,774,596
2015 37,368,905 2024 68,072,916 2033 98,964,218
2016 40,114,982 2025 70,997,162 2034 102,377,719
2017 43,002,301 2026 73,533,557 2035 105,341,605
2018 47,189,755 2027 75,865,305 2036 108,190,654
2019 50,750,539 2028 78,332,596 2037 111,875,052
2020 54,856,643 2029 81,556,937 2038 115,561,400
2021 58,835,759 2030 85,319,080
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Actuarial Assumptions and Methods

The actuarial assumptions used to value the City’s post-employment benefits are of three types,
economic, medical benefit and demographic.

Economic Assumptions - The two economic assumptions used in the valuation are the discount rate
and the health care cost trend rates. The economic assumptions are used to account for changes in the
cost of benefits over time and to discount future benefit payments for the time value of money.

The actuarial valuation assumes the City will continue to pay for benefits on a pay-as-you-go basis
and continue to not fund the plan. A discount rate of 4.5% was used. This rate is derived from the
historical performance of the New Jersey Cash Management Fund.

Health care trend rates used varied between 5% and 10% through the year 2023 and 5% thereafter for
Medical and Prescription Drug, and 5% for Medicare Part B through 2023 and thereafter.

Salaries increases and social security taxable wages base increases were assumed to be 3% per year
and 3.5% per year, respectively.

Medical Benefit Assumptions - The actuarial valuation elected to use age-banded incurred claims
costs based on the claims costs of the two medical plans noted under “plan description” as well as
Medicare Part B. The direct contribution and implicit subsidy is required to be considered in
measuring the City’s post-employment benefit obligations.

Demographic Assumptions - Demographic assumptions include the following: mortality, retirement
rates, withdrawal, disability rate, mid-year decrements and benefit payments, participation rates,
spousal/dependent coverage and expenses.

Of these, factors to note are participation rates are assumed at 100% of future retirees and 60% of

eligible retirees assumed to have spousal coverage. All retirees are assumed to participate in
Medicare Parts A and B.
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Methods

Actuarial Cost Method - There are several acceptable actuarial methods listed in the GASB
standard. The actuarial cost method used to determine the plan’s costs is the Projected Unit Credit
method, the same method used in State of New Jersey Postemployment Benefits Other Than Pension
Actuarial Valuation. Under this method, an actuarial accrued liability is determined as the actuarial
present value of the portion of projected benefits which is allocated to service before the current plan
year. In addition, a normal cost is determined as the actuarial present value of the portion of projected
benefits which is allocated to service in the current plan year for each active participant under the
assumed retirement age.

Asset Valuation Method - The plan is currently unfunded.

Amortization Method and Period - The unfunded actuarial accrued liability is amortized as a level
dollar amount using an open period of 30 years.

NOTE H. COMPENSATED ABSENCES

Under the existing contracts and policies of the City, certain employees are allowed to accumulate
certain levels of vacation and sick pay over the duration of their employment. As of December 31,
2012 and 2011, the total accumulated absence liability was $59,240,339 and $64,589,788,
respectively. No funds were reserved or appropriations budgeted as of for the years ended December
31, 2012 and 2011.

During the year ended December 31, 2012, the City expended $7,619,611 for severance liabilities.
These funds were expended without an appropriation and are required to be raised as a deferred
charge in the budget of the year ended December 31, 2013. During the year ended December 31,
2011, the City passed a Special Emergency Appropriation to pay for severance liabilities arising from
retirements and layoffs in the amounts of $9,500,000 and issued Special Emergency Notes to finance
the appropriations.
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NOTE I. RISK MANAGEMENT

Insurance Coverage

The City established a self-insurance program in 1982 in accordance with New Jersey Statute
Chapter 40:10-6. The Chapter enables the governing body of any local unit to create a fund to
provide insurance coverage for its exposure to a wide variety of property casualty risks, including
property damage caused to any of the unit's property, motor vehicles, equipment or apparatus;
liability resulting from the use or operation of such motor vehicles, equipment or apparatus; liability
for the unit's negligence, including that of its officers, employees and servants and workers'
compensation obligations.

The City self insures against tort claims (including claims arising from the use of motor vehicles),
claims arising from police activities, unemployment compensation and workers' compensation
lawsuits.

The City has also obtained the following coverage:

e Public officials' liability insurance with limits of $1,000,000 for employee theft and
$1,500,000 for premises theft.

e Directors and Officers liability policy with limits of $2,000,000.

e General liability excess coverage of $2,000,000 per occurrence, $5,000,000 aggregate, after
exhaustion of a retained limit of $1,000,000 for workers’ compensation claims.

e Building coverage ranging from $50,000 to $15,500,000, depending on the location insured.

e Business personal property coverage ranging from $50,000 to $2,500,000, depending on the
location insured.

e Total property coverage of $165,897,347.

Disaster Recovery

The City has entered into contracts with various vendors in an effort to protect its financial processes
and data in the event unforeseen disaster should occur. Included in these contracts are offsite storage
of financial data tapes and payroll data offsite backup. The latter also provides the City the ability to
run such process offsite if needed.

As a result of the events of Superstorm Sandy, October — November, 2012, the City lost archived
physical documents due to flood damage. The entirety of the loss is not readily determinable.
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NOTE J. PREPAID DEBT SERVICE - QUALIFIED BONDS

The City reverted from a state fiscal year ending June 30 to a calendar year beginning in 2011. The
City’s final state fiscal year was the year ended June 30, 2010. The interim period, July 1, 2010 to
December 31, 2010, was the City’s six month transition year.

The Division required municipalities reverting to a calendar year to anticipate a full year of State Aid
during the six month transition year. The City receives State Aid two forms: cash payments and
qualified bond payments in lieu of direct aid in cash. Qualified bonds are State Aid payments
withheld by the State and forwarded directly to paying agents for principal and interest payments
bonds. During the transition year ended December 31, 2010, the City certified qualified bond
maturity schedules for the twelve month period of July 1, 2010 to June, 30, 2011, six months beyond
the end of the transition year. As a result, the City recognized State Aid revenues in the amount of
$17,005,234 for debt service payments of the succeeding year, resulting in prepaid debt service at
year end.

The following schedule summarizes the State Aid received, qualified bond payments applied and the
prepaid amounts as of December 31, 2012 and 2011.

PREPAID DEBT SERVICE

2012 2011

Balance, Beginning of Year $ 16,690,986 $ 17,005,234
Add: State Aid 69,509,094 70,488,976
86,200,080 87,494,210

Less: Received in Cash (26,964,286) (29,110,038)
Misc. Adjustments 4 -
Qualified Bond Payments (42,550,218) (41,693,186)
Balance, End of Year $ 16,685,572 $ 16,690,986

NOTE K. CLEARING ACCOUNT

The City maintains a clearing account in the Current Fund General Ledger so that cash received for
revenues may be deposited promptly and distributed to proper accounts at a later date.

The City also maintains a claims account, or a cash clearing bank account, from which bills are paid
for the Current, Trust and Capital Funds.
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NOTE L. FIXED ASSETS

The City had the following investment balance and activity in general fixed assets as of and for the
year ended December 31, 2012:

Balance, Activity During Current Year Balance,
Dec. 31, 2011 Additions Dispositions Dec. 31, 2012
Land $ 135,599,800 $ - $ - $ 135,599,800
Improvements 125,214,672 270,750 - 125,485,422
Machinery and Equipment 53,711,056 2,588,233 - 56,299,289
$ 314,525,528 $ 2,858,983 $ - $ 317,384,511

In accordance with accounting practices prescribed by the Division, and as further detailed in Note A,
no depreciation has been provided for and fixed assets acquired through grants in aid or contributed
capital have not been accounted for separately.

NOTE M. PREPAYMENTS OF PILOT REVENUES

The City has entered into certain financial agreements under the Long Term Tax Exemption Law,
which allows developers to pay Annual Service Charges in Lieu of Taxes (PILOTS) upon completion
of such construction projects. The City further structured many PILOT agreements whereas (a)
entities would prepay to the City, upon execution of the agreement and well in advance of project
completion, the first year’s estimated Annual Service Charge and (b) the City would be required to
refund or credit this prepayment to the entity once the project is completed, typically over a period of
four years. The City realized these prepayments as revenues in the period received. In each of the
first four years after project completion, the City reduces the amount of revenues from the calculated
Annual Service Charges by crediting 25% of the prepaid amount each year.

As of December 31, 2012 and 2011, the City estimates it owes a total of $23,294,498 and
$26,604,131 in refunds and credits on Annual Service Charges arising from such prepayment
agreements. Of this amount, the City expects to refund and credit $3,843,255 during the year ended
December 31, 2013.
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NOTE N. DEFERRED CHARGES TO BE RAISED IN SUCCEEDING BUDGETS

Certain expenditures are required to be deferred to budgets of succeeding years. At December 31,
2012, the following deferred charges are shown on the balance sheets of the various funds. The
appropriations in the 2012 budget are not less than that required by statute.

Less: Add:
Balance, 2012 Budget Results of Succeeding
Dec. 31, 2011 Appropriation Current Year Budgets

Special Emergency Authorizations (40A:4-53.b)

Revaluation of Properties $ 3150000 $ 630,000 $ - 8 2,520,000
Special Emergency Authorizations (40A:4-53.b)

Contractual Severance Payments-2010 7,440,000 1,860,000 - 5,580,000

Contractual Severance Payments-2011 9,500,000 1,900,000 - 7,600,000
Special Emergency Authorizations (40A:4-54)

Superstorm Sandy - - 15,420,000 15,420,000
Emergency Authorizations (40A:4-46)

Superstorm Sandy - - 580,000 580,000
BExpenditure without an Appropriation

Contractual Severance Payments-2012 - - 7,619,611 7,619,611

$ 20,090,000  $ 4390000 $ 23619611  $ 39,319,611

Further description of the above deferred charges follows.

Contractual Severance Liabilities

A significant number of employees either retired or otherwise had their employment with the City
terminated. During the year ended December 31, 2011 and the transition year ended December 31,
2010, the City passed special emergency appropriations of $9,500,000 and $9,300,000, respectively,
to provide for payment of the resulting severance liabilities. The special emergency appropriations
were financed with special emergency notes, discussed further in Note D.

In addition, the City paid $7,619,611 in contractual severance obligations which were neither
appropriated nor approved by special emergency appropriation. Expenditures without appropriation

such as this are required to be raised in the budget of the following year.

Revaluation of Properties

During the year ended December 31, 2011, the City passed a Special Emergency Appropriation of
$3,150,000 for the preparation and execution of a complete program of revaluation of real property
for the use of the local assessor.
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Superstorm Sandy

During the year ended December 31, 2012, the City suffered extensive damages from the effects of
Superstorm Sandy and subsequent flooding. The City passed Resolution No. 12-842 which consisted
of two emergencies related to this storm. The first is a $580,000 emergency appropriation and the
second is a $15,420,000 special emergency appropriation. Subsequent to year-end, on March 28,
2013, the City adopted Ordinance No. 13-031 which re-appropriated $10,000,000 of this emergency
as a capital ordinance for items as allowable under State statutes.

NOTE O. RELATED PARTY TRANSACTIONS

JERSEY CITY MUNICIPAL UTILITIES AUTHORITY

On February 1, 1998, the City transferred its water operating functions to the Jersey City Municipal
Utilities Authority (JCMUA). Pursuant to the franchise and service agreement, the City and the
JCMUA agreed that the JCMUA will, in addition to paying the City an up-front franchise fee and
annual franchise concession fees, (a) assume the responsibility for and the payment of the principal
and interest on the City's water bonds; (b) pay the City for the oversight of the operations of the water
system and (c) provide water and sewer service to the City free of charge for all governmental public
facilities as identified by the City.

As noted above, the JCMUA is responsible to reimburse the City for payments of principal and
interest on water bonds. The amount of Water Serial Bonds payable, and therefore the amount
receivable from the JCMUA to the City’s Capital Fund, at December 31, 2012 and 2011 was
$37,425,000 and $41,187,000, respectively.

During the year ended June 30, 2003, the City and the JCMUA agreed to extend the franchise
agreement through March 31, 2028 for the price of $42,000,000. The City received $28,000,000 for
the franchise extension in 2003 and 2004 combined, while the final payment of $14,000,000 is
deferred. As of December 31, 2012 and 2011, the City had a receivable due from the JCMUA of
$14,000,000, each year, for the franchise extension.
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NOTE O. RELATED PARTY TRANSACTIONS (continued)

JERSEY CITY MUNICIPAL UTILITIES AUTHORITY (continued)

A summary of the amounts due from the JCMUA at December 31, 2012 and 2011 is as follows:

Balance Issuance of Payments Balance
Dec. 31, 2011 New Debt* Received Dec. 31, 2011
Current Fund:
Franchise Extension Agreement $ 14,000,000 $ - $ - $ 14,000,000
Capital Fund:
Water Bond Principal 41,187,000 35,000 3,797,000 37,425,000
$ 55,187,000 $ 35,000 $ 3,797,000 $ 51,425,000

* Represents debt issued during the year ended December 31, 2012 of $4,265,000, net of the amount
of existing debt which was refunded, $4,230,000.

During the year ended December 31, 2012 and 2011, the City received the following payments from
the Authority:

e Franchise Concession Payments of $12,500,000 and $12,000,000, respectively.

e Water Debt Service Payments of $5,520,940 (for principal of $3,797,000 and interest of
$1,723,940) and $5,736,917 (for principal of $3,820,000 and interest of $1,916,917),
respectively.

e Water Operations Reimbursements of $-0- and $28,068, respectively.

JERSEY CITY BOARD OF EDUCATION

As described in Note D, the Jersey City Board of Education is a Type | School District, therefore,
bonds and notes authorized by the Board of Education are general obligations of the City, are
reported on the balance sheet of the City’s General Capital Fund and are accordingly included in the
summary of municipal debt. The City budgets the principal and interest payments of the Board of
Education’s obligations as they become due. These obligations are funded by the City through an
amount to be raised by taxation called “addition to local district school tax”, less any regular school
debt service aid received from the State of New Jersey.
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JERSEY CITY BOARD OF EDUCATION (continued)

For the years ended December 31, 2012 and 2011, the City’s budget included the following debt
service requirements of the Board of Education and corresponding anticipated revenues:

Dec. 31, 2012 Dec. 31, 2011

Debt Service Requirements of the Board of Education:

Maturing Serial Bonds - School Qualified $ 9,125,000 $ 10,750,000

Interst on Bonds - School Qualified 3,449,607 4,005,982

12,574,607 14,755,982

Less: Applicable Revenues Anticipated

Building Aid Allowance for School Aid* 5,648,572 8,298,847
Balance for Support of Board of Education:
Addition to Local District School Tax $ 6,926,035 $ 6,457,135

*The City anticipated $8,298,847 for the year ended December 31, 2011, however, the actual amount
of aid received was $6,628,454. As a result, the addition to local school tax was under-levied by
$1,670,393, adding to the deficit in the City’s collection of the amount to be raised by taxes in
support of the municipal budget.

NOTE P. INTERFUND BALANCES

The City has various transactions by and between its individual funds. Certain accounts of the Trust
and Capital Funds earn interest which is required to be recorded as revenue in the Current Fund
budget. Other transactions include budget appropriations in the Current Fund which are required to
be turned over to the Federal and State Grant, Trust and Capital Funds. All these transfers are routine
and are consistent with the activities of the funds making the transfers.

Current Fund interfunds receivable are fully reserved and recognized as credits to operations in the
year the interfunds are received in cash. Interfunds receivable in the Trust Funds and General Capital

Fund are not reserved.

The City expects to fully repay all balances in the subsequent year.
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As of and during the year ended December 31, 2012, the Current Fund had the following interfund
activity and receivable balances at year end:

General Capital ~ Animal Control Grants Home Payroll
Fund Fund Fund Trust Clearing
Interest $ 188,152 $ 2711 $ 11,055 $ - $
Statutory Excess - 6,249 -
Current Fund Revenues 308,544 - -
Cancelled Reserves 229,672 - 186,987 -
Bank Fees, Overages and Other 2,750 3,174 - -
Chargebacks 156,610 - 4,989,074 35,783 -
Current Fund Appropriations (1,340,900) - (23,196,677) - (218,449,409)
Current Fund Anticipated Revenues - - 22,593,950 - -
Bond and Note Premiums (158,111) - - - -
Paid from (to) Current Fund 614,599 (5,936) (4,406,050) (35,783) 218,450,409
1,316 3,758 178,339 - 1,000
Due to Current Fund at Dec. 31, 2011 17,884 2,509 9,336 - -
Due to Current Fund at Dec. 31, 2012 $ 19,200 $ 6,267 $ 187675 $ - 3 1,000
Detail of Balance:
Interest $ 19,200 $ 18 $ 688 $ - $
Cancelled Reserves - - 186,987
Statutory Excess - 6,249 - - -
Appropriations - - - - 1,000
$ 19200 $ 6,267 $ 187,675 $ - $ 1,000

As of and during the year ended December 31, 2012, the Current Fund had the following interfund
activity and payable balances at year end:

Other CDBG

Trust Trust
Cancelled Capital Reserves $ 501,963 $ -
Bank Fees, Overages and Other 500 -
Chargebacks 9,135,455 278,268
Current Fund Anticipated Revenues 1,250,000 -
Paid from (to) Current Fund (10,853,940) (283,913)
33,978 (5,645)
Due from Current Fund at Dec. 31, 2011 (33,978) -
Due from Current Fund at Dec. 31, 2012 $ - $ (5,645)

Detail of Balance:

Chargebacks $ - $ (5,645)
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In addition to the Current Fund interfund activity noted on the previous page, the City also had the
following interfund activity and balances as of and for the year ended December 31, 2012.

HOME Grants HOPWA CDBG
Trust Fund Trust Trust
Due to Payroll Clearing at Dec. 31,2011  $ 12,363 $ - $ 1,339 $ 35,792
Fund Payroll Expenditures 330,292 1,823,876 38,717 741,376
Paid to Payroll Clearing (323,347) (1,823,876) (37,283) (727,375)
Due to Payroll Clearing at Dec. 31,2012  $ 19,308 $ - $ 2,773 3 49,793
Law Enforcement Other Trust CDBG HOME
Trust Fund Trust Trust
Due to Grants Fund at Dec. 31, 2011 $ - $ - $ - $ -
Chargebacks (92,904) 215,679 (21,430) (9,776)
Paid to Grants Fund - (215,679) - -
Paid by Grants Fund 92,904 - 21,430 9,776
Due to Grants Fund at Dec. 31, 2012 $ - $ - 3 - 3 -

NOTE Q. REVENUE ACCOUNTS RECEIVABLE

Revenue accounts receivable include various receivables due from entities for revenues anticipated in
support of the City’s budget. These receivables are fully reserved. The following table illustrates
activity of the beginning and ending revenue accounts receivable balances for the year ended

December, 2012:

Balance Current Year Balance
Dec. 31, 2011 Accruals Collections Dec. 31, 2011
Fines and Costs - Municipal Court $ 340,140 $ 10,770,496 $ 11,047,407 $ 63,229

NOTE R. ECONOMIC DEPENDENCY

Major Taxpayers

The City does not have significant economic dependence on any one taxpayer. However, the ten
largest taxpayers of the City as listed in the table on the following page comprise 8% of the City’s
total 2012 tax levy.
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NOTE R. ECONOMIC DEPENDENCY (continued)

Major Taxpayers (continued)

Top 10 Taxpayers

Name Block / Lot (Qualifier) Levy Paid
Mack Cali Plaza Il & IlI, LLC 11603/ 18 $ 7,395,389
101 Hudson St. Associates 14501/ 2 6,509,937
Newport Centre, LLC 7303/ 8 3,382,802
Mept Newport Tower, LLC 7303/ 9 3,232,800
John Hancock Life Insurance 11604/ 1 3,104,594
Wells REIT 1l 12902/ 1 2,765,840
Newport Centre 7302 /51 2,137,958
Grove Pointe Urban Renewal, LLC 13001/ 2 (C000B) 2,006,958
Evergreen America Corp. 11613/ 10 1,547,448
Verizon New Jersey 99990/ 1 1,541,239

Major Payers in Lieu of Taxes

Also listed are the ten largest PILOT agreements. These PILOT agreements comprise 27% of the
PILOT revenues collected during year ended December 31, 2012. Total PILOT revenues comprise
22% of the City’s realized revenues for the year ended December 31, 2012.

Top 10 PILOTs

Name Payment

Vector UR Assoc. | (Harborspirel)  $ 4,054,041
30 Hudson Street 4,001,036
Port Liberte Il 3,691,366
Tower of America 3,524,569
Cali Harbor Plaza VV 3,242,857
Essex Watefront 3,062,531
90 Hudson Urban Renewal 2,892,213
Newport Office Center VI 2,788,197
Newport Office Center V 2,450,263
Liberty Harbor North, UR

(Metro Homes) - Gulls Cove 2,448,941

State Aid

The City is also a recipient of State Aid. During the years ended December 31, 2012 and 2011, State
Aid accounted for 13% and 14%, respectively, of the City’s realized revenues. Significant changes in
State Aid policy, if they were to occur, in conjunction with legislation capping increases to the tax
levy, could have a material impact on the City’s operations, if any such policy modifications were to
occur.
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NOTE S. LEASE COMMITMENTS

The City has various lease commitments at December 31, 2012 for office space and employee
parking. The minimum future lease payments on these commitments are as follows:

Year Ended
December 31, Amount
2013 $ 1,847,690
2014 1,860,144
2015 1,298,123
2016 463,248

NOTE T. CONTINGENT LIABILITIES

Subsidy of Recovery Zone Bonds

The City has outstanding at December 31, 2012, $84,075,000 and $6,420,000 of Build America
Bonds and Recovery Zone Economic Development Bonds, respectively. As part of the American
Recovery and Reinvestment act, the City was to receive Federal subsidy payments equal to 35% of
the interest payments on Build America Bonds and 45% of the interest payments on Recovery Zone
Bonds. Due to the subsequent events of sequestration, the aggregate reduction in subsidy payments
for these bonds will be 8.7% of the Federal amount budgeted for such payments, but the reduction in
any specific subsidy payment to be received remains unclear. It is unclear whether the impacts of the
recent Federal Government shutdown will involve further cuts on the bonds.

Grant Programs

The City participates in several federal and state financial assistance grant programs. Entitlement to
the funds is generally conditional upon compliance with terms and conditions of the grant agreements
and applicable regulations, including the expenditures of funds for eligible purposes. The state and
federal grants received and expended in the years ended December 31, 2012 and 2011 were subject to
the Single Audit Act Amendments of 1996 and State of New Jersey OMB Circular 04-04 which
mandates that grant revenues and expenditures be audited in conjunction with the City’s annual audit.
In addition, these programs are also subject to compliance and financial audits by the grantors or their
representatives.
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CITY OF JERSEY CITY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

NOTE T. CONTINGENT LIABILITIES (continued)

Grant Programs (continued)

The City received a letter from the U.S. Department of Housing and Urban Development dated
September 26, 2013, which questioned $1,900,000 of costs associated with its Brownfields Economic
Development Initiative Program. As of the date of this report, the City is preparing a response which
disputes the findings. The actual amount of the liability, if any, has not yet been determined.

The State of New Jersey is transitioning from the Urban Enterprise Zone Program (UEZ) and will no
longer provide additional UEZ grant funding to municipalities containing such zones, which includes
the City. The City has received significant UEZ grant funding in previous years. All unspent First
and Second Generation Zone Funds will be available to complete existing projects and fund new
projects until the funds are exhausted. The City will continue to draw down on Second Generation
UEZ Funds until such funds are exhausted.

Arbitrage Rebate

The City is subject Section 148 of Internal Revenue Code, which was enacted to minimize the
arbitrage benefits from investing gross proceeds of tax-exempt bonds in higher yielding investments
and to remove the arbitrage incentives to issue more bonds, to issue bonds earlier, or to leave bonds
outstanding longer than is otherwise reasonably necessary to accomplish the governmental purposes
for which the bonds were issued. During the year ended December 31, 2012 and 2011, the City was
obligated to remit $-0- and $43,643, respectively, for arbitrage rebate, yield reduction and interest
payments. As of December 31, 2012 and 2011, the City had $937,315, each year, on reserve for such
payments.

Tax Appeals

The City is a defendant in various tax appeals that they are defending vigorously. The tax appeals it
is currently defending are not unusual for a municipality of its size. In the past, the City has utilized
both the Reserve for Tax Appeals account, which is funded through budget appropriations, and has
issued refunding notes to pay for the appeals. During the years ended December 31, 2012 and 2011
the City appropriated a total of $1,785,000, each year, to fund tax appeal interest and overpayments.

During the years ended December 31, 2012 and 2011, the City further funded tax appeal payments
through a charge to operations of $2,674,802 and $-0-, respectively.
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CITY OF JERSEY CITY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

NOTE T. CONTINGENT LIABILITIES (continued)

Tax Appeals (continued)

In addition, the Local Finance Board has allowed the City to issue tax refunding obligations to
finance certain tax refunds. They are renewable annually for five to seven years after their date of
issuance, with the amortization schedule approved by the Local Finance Board. The following table
illustrates ordinances which have been adopted to fund the payment of tax appeals as well as any the
outstanding balance of notes issued on those ordinances.

Original Balance Paid or Balance Outstanding
Ord. No. Authorization Dec. 31, 2011 Charged Cancelled Dec. 31, 2012 Notes
09-028 % 11,471,819 $ - $ - $ - $ - $ 6,555,326
10-031 7,201,450 131,923 61,660 - 70,263 4,320,870
11-116 7,000,000 1,750,000 13,598 1,500,000 236,402 4,400,000
$ 25,673,269 $ 1,881,923 $ 75258 $ 1,500,000 $ 306,665 $ 15,276,196

Affordable Housing

The State has passed legislation which would seize uncommitted affordable housing funds from
municipalities. After rounds of appeals and court orders, the Appellate Division has ruled that the
State can seize such funds, assuming proper notice and the ability for municipalities to contest the
State’s findings are provided. The extent of the City’s Affordable Housing funds subject to seizure
by the State, if any, is uncertain. As of December 31, 2012 and 2011, the City had balances of
$2,884,848 and $491,273 in its Affordable Housing Trust, respectively, and $995,783 and $887,095
in its NJHMFA Trust Fund, respectively. As of December 31, 2012, the City has not been notified
that any funds will be seized by the State

Litigation

The City is a defendant in various lawsuits, none of which is unusual for a municipality of its size and
should be adequately covered by the City's insurance program, defense program or by the City
directly and which may be settled in a manner satisfactory to the financial stability of the City. The
City self-insures and also carries excess insurance for all lines of coverage which provides
$5,000,000 coverage with a self-insured retention for each covered event. It is anticipated that any
judgments in excess of insured coverage would be paid by the City through future taxation or future
debt borrowing. In addition to the following cases noted by Counsel as having potential for material
exposure, the City, its officers and employees are defendants in a number of lawsuits including, but
not limited to, lawsuits arising out of alleged torts by the City and its employees, alleged breaches of
contract and alleged violations of civil rights.
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CITY OF JERSEY CITY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

NOTE T. CONTINGENT LIABILITIES (continued)

Litigation (continued)

NJDEP v Occidental Chem. v City of Jersey City et al. — This is a pollution clean-up claim regarding
the Passaic River, whereas the New Jersey Department of Environmental Protection sued Occidental
Chemical, which, in turn, sued the City and 83 other municipalities and entities, alleging that their
actions over the years contributed to the pollution of the Passaic River. Occidental Chemical is
seeking contribution for any amounts for which they may be found liable. This case has been
tentatively settled, subject to judicial approval. The Jersey City share of the settlement proceeds is
$95,000. The settlement of this case involves complex issues and is before the Superior Court of
New Jersey for review and approval. The original defendants’ settlement amount is $130,000,000
and the total of the 3 party defendants amount is $55,000,000. The potential exposure if the
settlement is not approved could be significantly higher that the settlement amount however, now that
all parties have agreed to amicably resolve this case, it is reasonably expected that this litigation will
be closed sometime in early 2014.

V.M. v City of Jersey City — This is an employment discrimination case in which a female police
officer alleges that actions by a former police Chief were done to deny her promotion in retaliation.
The plaintiff claims economic and psychological damages. Summary judgment was granted in favor
of the City on the Federal claims, however the trial court order was reversed by the 3 Circuit Court
of Appeals and the matter remanded for trial. The State law claims are pending in the Superior Court
of New Jersey where Summary Judgment on the remaining claims was granted. The plaintiffs took
an appeal to the Superior Court, Appellate Division where the case is awaiting oral argument and
disposition. There is a significant monetary exposure for economic damages and attorney fees. An
adverse verdict, with statutory attorney fees, would likely exceed $500,000.

212 Marin Blvd. et. al. v City of Jersey City (Sixth Street Embankment) - Proceeding In Lieu of
Prerogative Writ brought by several entities owning property in the City collectively known as the
Sixth Street Embankment. The Complaint alleges that the City has unjustifiably interfered with and
obstructed their right to develop the property and seeks injunctive relief and damages for alleged
violations of the plaintiffs’ constitutional rights and malicious prosecution. This case is currently
stayed, pending proceedings ongoing in the Federal Court. The City is actively and comprehensively
involved in defending other litigation involving these properties, and the issues in this case will, to
some extent, be affected by the resolution in the other suits. These matters have been pending for
several years despite numerous attempts to achieve a settlement, the plaintiffs have been
uncooperative. The City continues to defend against all of the claims. The property has an appraised
value in excess of $6,000,000.00.
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CITY OF JERSEY CITY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

NOTE T. CONTINGENT LIABILITIES (continued)

Litigation (continued)

A. v City of Jersey City — This case is related to the V.M. case noted above. In this case, eight male
police officer plaintiffs allege that they were not promoted because V.M., who they followed on the
promotion list, was not promoted. The plaintiffs seek damages for economic loss and counsel fees.
The procedural history is the same as V.M. Although the Summary Judgment obtained in this case
was reversed, the defendants maintain that the defenses to the plaintiffs’ claims are viable and the
case will be defended on its merits. Plaintiffs also claim attorney fees and back pay. If they prevail,
the combined award could exceed $800,000.

L.P. / Estate of M.B. v City of Jersey City — The plaintiff alleges excessive force by police officers
attempting to subdue decedent. The plaintiff alleges civil rights violations, excessive force and
failure to train the police officers. The case is in discovery; interrogatories have been exchanged and
answered and documents produced. Depositions have commenced. The plaintiff’s demand is
$800,000 against the defendant’s offer of $300,000. Any further movement will await completion of
more depositions. The case could have value of $600,000 to $1,000,000 if liability is against
defendants, inclusive of statutory attorney fees.

F. v City of Jersey City - A Jersey City police sergeant, assigned to work with the State Police
investigating gang activity in Jersey City, was alone in his vehicle doing surveillance when he heard
the sound of a handgun being “racked”. In fear for his life, he fired one shot through his car window
and struck the plaintiff in the face, rendering him blind. The magistrate judge assigned to handle the
case has recently lifted the stay of proceedings and discovery has commenced. Interrogatories have
been served and answers will become due shortly. There have been no settlement discussions to date.
This is a case where the City’s excess insurance coverage may be available. The potential exposure,
if the defendants are found liable for wrongfully causing the plaintiff’s blindness could easily exceed
$1,000,000.

City of Jersey City v Consolidated Rail Corporation — The City is seeking to acquire a portion of the
Harsimus Branch for possible transportation, trail, open space, park and historic preservation uses.
Said property was sold to a developer by Conrail when the City expressed interest. The purpose of
this lawsuit is to determine, among other things, the sale price of the property, likely ranging from the
sale price to the developer, $3,000,000 to the amount demanded by the developer from the City,
$30,000,000. Negotiating a settlement has become difficult since the developer (LLC) alleged fraud
and negligence against Conrail.
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CITY OF JERSEY CITY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

NOTE U. SUBSEQUENT EVENTS

Subsequent events have been evaluated through October 29, 2013, the date which the financial
statements were available to be issued. The following material subsequent events have been noted:

Issuance of General Obligation Bonds - $36,720,000 - On March 5, 2013, the City issued
$36,720,000 of General Obligation Bonds at interest rates ranging from 0.717% to 3.055%, maturing
on September 1, 2021. These bonds consist of $24,670,000 Qualified Public Improvement
Refunding Bonds, Taxable Series 2013A and $12,050,000 Qualified Water Improvement Refunding
Bonds, Taxable Series 2013B.

The City will apply a portion of the proceeds from the sale of these bonds, together with certain
investment earnings, to advance refund a portion of the City’s outstanding Qualified Improvement
Refunding Bonds, Series 2004A, dated October 15, 2004, and a portion of the Qualified Water
Improvement Refunding Bonds, Series 2004C, dated October 15, 2004.

Issuance of Notes - $9,687,000 - On April 17, 2013 the City issued notes totaling $9,687,000,
consisting of $7,797,000 Refunding Notes (Real Property Tax Appeal), Series 2013A and $1,890,000
Special Emergency Notes, Series 2013B. Both Notes were issued with an interest rate of with an
interest rate of 1.25% maturing April 17, 2014.

The City will apply the proceeds of the Series 2013A Notes to pay a portion of the maturing principal
of the City’s $10,876,195 Refunding Notes (Real Property Tax Appeal), series 2012B which were
issued on April 18, 2012 and pay a portion of the costs of issuing the Notes.

The City will apply the proceeds of the Series 2013B Notes to pay a portion of the maturing principal
of the City’s $2,520,000 Special Emergency Notes, Series 2012C which were issued on April 18,
2012 and to pay a portion of the costs of issuing the Notes.

Capital Improvement Ordinance - $10,400,000 - On March 28, 2013, the City adopted Ordinance
No. 13-031, providing for various Capital Improvements for the City, appropriating $10,400,000
therefor and authorizing the issuance of $10,400,000 in General Improvement Bonds or Notes to
finance the same.

General Refunding Bond Ordinance - $53,500,000 - On June 19, 2013, the City adopted Ordinance
No. 13-069, providing for the refunding of all or a portion of various series of City bonds,
appropriating an amount not exceeding $53,500,000 therefor and authorizing the issuance of not to
exceed $53,500,000 general improvement refunding bonds for financing the cost thereof.
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NOTE U. SUBSEQUENT EVENTS (continued)

School Refunding Bond Ordinance - $25,800,000 - On June 19, 2013, the City adopted Ordinance
No. 13-070, providing for the refunding of all or a portion of various series of City bonds,
appropriating an amount not exceeding $25,800,000 therefor and authorizing the issuance of not to
exceed $25,800,000 school refunding bonds for financing the cost thereof

Water Refunding Bond Ordinance - $10,700,000 - On June 19, 2013, the City adopted Ordinance
No. 13-071, providing for the refunding of all or a portion of various series of City bonds,
appropriating an amount not exceeding $10,700,000 therefor and authorizing the issuance of not to
exceed $10,700,000 water refunding bonds for financing the cost thereof.

Re-Appropriation Ordinance - $1,009,629 - On September 11, 2013, the City adopted Ordinance
No. 13-091 re-appropriating $1,009,629 of proceeds of obligations not needed for their original
purposes in order to provide for various Capital Improvements in and by the City.

Re-Appropriation Ordinance - $784,600 - On October 9, 2013, the City adopted Ordinance No. 13-
100 re-appropriating $784,600 of proceeds of obligations not needed for their original purposes in
order to provide for various capital improvements in and by the City.

Special Emergency Appropriation - $9,500,000 — On October 23, 2013, the City introduced
Ordinance No. 13-118 providing for a special emergency appropriation of $9,500,000 for the
payment of contractually required severance liabilities resulting from the retirement of city
employees.

City Pledge and Assignment Agreement under Redevelopment Bond Financing Law — On
October 23, 2013, the City introduced Ordinance No.’s 13-122 through 124 which approve the
execution of financial agreements with Journal Square | Urban Renewal LLC, Journal Square Il
Urban Renewal LLC and Journal Square 111 Urban Renewal LLC, respectively. These agreements
will provide for tax exemption under the Tax Exemption Law and Redevelopment Bond Law
whereas the City will receive annual service charges in lieu of taxes. Further, to finance certain
aspects of these project agreements, the Jersey City Redevelopment Agency will issue bonds in an
aggregate amount of up to $10,000,000 per agreement ($30,000,000 total) pursuant to the
Redevelopment Bond Law. The City, through these ordinances, further wishes to approve the
delivery of a Pledge and Assignment Agreement with the Jersey City Redevelopment Agency which
will provide for, inter alia, the pledge and assignment of the Pledged Annual Service Charge as
security for the payment of debt service on the Redevelopment Area Bonds.
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CITY OF JERSEY CITY
CURRENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2012

SCHEDULE OF CASH - TREASURER

Ref.

Balance: December 31, 2011 A

Increased by:
Other Credits A-1 42,658
Premium on Special Emergency Notes A-1 37,699
Miscellaneous Revenue Not Anticipated A-2b 1,363,995
State Aid Received in Cash A-2a 26,964,286
Petty Cash A-5 5,300
Taxes Receivable A-7 417,719,486
State of NJ - Senior Citizens' & Veterans' Deductions A-8 708,973
Tax Title Liens Receivable A-9 1,121,500
Miscellaneous Revenue Anticipated A-11 176,158,780
Lot Cleaning Charges Receivable A-13 165,800
Demolition Charges Receivable A-13a 5,224
Security Board Receivable A-15 8,963
Interfunds A-18 15,585,622
Interfunds - Bond / Note Premiums A-18 158,111
Prepaid Taxes A-23 1,241,180
PILOT Prepayments A-25 2,071,228
PILOT Fees Due to County A-28 1,213,889
Special Improvement District Taxes A-29 1,223,834
Surcharges Due to State A-30 38,210
Reserve for Property Sale Deposits A-31 4,501,200
Other Reserves A-32 2,445,031
Emergency Notes Payable A-34 5,965,000

Decreased by:
Protested Checks A-1 194,900
Refund of Prior Year Revenues A-1 213,750
Current Year Appropriations A-3 215,814,835
Petty Cash A-5 5,300
Security Board Receivable A-15 9,109
Interfunds A-18 219,065,008
Appropriation Reserves A-19 11,748,604
Encumbrances Paid A-20 1,035,000
Contracts Payable A-21 32,171
Tax Overpayments A-24 8,389,134
PILOT Prepayments A-25 1,618,521
Local School District Taxes A-26 99,141,543
County Taxes A-27 97,183,897
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Decreased by:
PILOT Fees Due to County
Special Improvement Districts
Surcharges Due to State
Other Reserves

Balance: December 31, 2012

CITY OF JERSEY CITY

CURRENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2012

SCHEDULE OF CASH - TREASURER

105

Ref.

A-28
A-29
A-30
A-32

$

1,227,729
1,715,420

39,860
2,267,559

Exhibit A-4
Sheet 2 of 2

$ 659,702,340

$ 38,051,636




Exhibit A-5
CITY OF JERSEY CITY
CURRENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2012

SCHEDULE OF PETTY CASH

Ref.
Balance: December 31, 2011 $ -
Increased by Disbursements to Custodians:
Recreation $ 200
Clerk 300
Accounts and Control 200
Administration 200
Law Department 1,000
Mayor's office 1,000
HEDC 200
City Planning 200
Council 200
Public Works 200
Engineering 200
Police Department 200
Equal Opportunity 200
Municipal Court 200
Health and Human Services 200
Fire Department 200
Tax Assessor 200
Fire Prevention 200
A-4 5,300
5,300
Decreased by:
Returns from custodians A-4 5,300
Balance: December 31, 2012 $ -

106



Exhibit A-6
CITY OF JERSEY CITY
CURRENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2012

SCHEDULE OF CHANGE FUND

Ref.

Balance: December 31, 2012 and 2011 A $ 1,710

ANALYSIS OF CHANGE FUND BALANCE

Police - ABC $ 50
Police - Record Room 50
Police - BCI 50
Municipal Court 1,039
Tax 521

$ 1,710
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Exhibit A-8

CITY OF JERSEY CITY
CURRENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2012

SCHEDULE OF DUE FROM STATE OF NEW JERSEY
FOR SENIOR CITIZENS' AND VETERANS' DEDUCTIONS

Ref.
Balance: December 31, 2011 A $ 16,250
Increased by:
Senior Citizens' Deductions per Tax Billings $ 410,855
Veterans' Deductions per Tax Billings 381,000
Deductions Allowed by Tax Collector:
Senior Citizens' Deductions Allowed 14,605
Veterans' Deductions Allowed 5,500
811,960
828,210
Decreased by:
Deductions Disallowed by Tax Collector:
Senior Citizens' Deductions Disallowed 105,237
Deductions Disallowed by State Audit 1,000
Received in Cash from State of New Jersey A-4 708,973
815,210
Balance: December 31, 2012 A $ 13,000
Analysis of State's Share of Senior Citizens' and Veterans' Deductions
Current Year Senior Citizens' Deductions:
As Set Forth by Tax Assessor $ 410,855
Allowed by Tax Collector 14,605
Disallowed by Tax Collector (105,237)
Current Year Veterans' Deductions:
As Set Forth by Tax Assessor 381,000
Allowed by Tax Collector 5,500
Disallowed by State Audit (1,000)
A-7 $ 705,723
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CITY OF JERSEY CITY
CURRENT FUND

FOR THE YEAR ENDED DECEMBER 31, 2012

SCHEDULE OF TAX TITLE LIENS RECEIVABLE

Balance: December 31, 2011

Increased by:
Transfer from Taxes

Decreased by:

Canceled, Remitted and Abated
Cash Receipts

Balance: December 31, 2012

249,316
1,121,500

Exhibit A-9

$ 1,468,623

16,399

1,485,022

1,370,816

$ 114,206

Exhibit A-10

SCHEDULE OF PROPERTY ACQUIRED FOR TAXES AT ASSESSED VALUATION

Balance: December 31, 2011

Increased by:
Property Foreclosures

Decreased by:

Assessed Value of Sales Contracts Realized
Assessed Value of Sales Contracts Cancelled

Balance: December 31, 2012

Ref.
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2,529,700
114,400

$ 2,258,000
2,038,700
4,296,700
2,644,100

$ 1,652,600




Exhibit A-11

Sheet 1 of 2
CITY OF JERSEY CITY
CURRENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2012
SCHEDULE OF REVENUE ACCOUNTS RECEIVABLE
Balance Balance
December 31, December 31,
2011 Accrued Collected 2012
LOCAL REVENUES
Licenses:

Alcoholic Beverages $ - $ 364,000 $ 364,000 $ -

Other Licenses
Marriage Licenses - 4 545 4,545 -
Cable TV Franchise Fees - 1,176,298 1,176,298 -
Franchise Payment - Port Authority - 40,000 40,000 -
Telephone Commission Fees - - - -
Hackensack Meadowlands Adjustment - 1,126,524 1,126,524 -
Local School Aid - 4,286,899 4,286,899 -
Advertising Ordinance Fees - 346,738 346,738 -
Search Fees - 268 268 -
Demolition Fee - - - -
Lot Cleaning Charges - 165,800 165,800 -
Tax Collector's Fees - 14,595 14,595 -
Hotel Occupancy Tax - 6,328,568 6,328,568 -

Fees and Permits:
Interest and Costs on Taxes - 1,069,926 1,069,926 -
Interest on Investments and Deposits - 252,475 252,475 -
Assessor's Application Fees - 63,608 63,608 -
Sewer and Street Opening Permits - 281,013 281,013 -
Municipal Engineering of Sewer System - - - -
Swimming Pool Fees - 88,946 88,946 -
Skating Rink Fees - 61,148 61,148 -
Laundary Licenses - 23,365 23,365 -
Vending Machine Licenses - 21,752 21,752 -
Food Establishment Licenses - 267,420 267,420 -
Hotel/Motel Licenses - 78,185 78,185 -
Dine and Dance Permits - 29,216 29,216 -
Police Reports ID Bureau Fees - 119,746 119,746 -
Taxicab/Omnibus Licenses - 269,955 269,955 -
Elevator Inspection Fees - 627,560 627,560 -
Site Plan Review Fees - 788,768 788,768 -
Bingo and Raffle Licenses - 17,710 17,710 -
Mechanical Amusement Devices - 15,600 15,600 -
Parking Lot Licenses - 426,964 426,964 -
Used Moter Vehicle Dealer Licenses - 88,117 88,117 -
Parking Lot Tax - 7,550,797 7,550,797 -
Interstate Waste - 523,975 523,975 -
Secure Buildings - 8,859 8,859 -
PILOT - Service Charge - - - -
Dumpster Fee - 35,695 35,695 -
Certified Copies of Marriage Licenses - 42,305 42,305 -
Zoning Permits and Ordinance Copies - 140,487 140,487 -
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Exhibit A-11

Sheet 2 of 2
CITY OF JERSEY CITY
CURRENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2012
SCHEDULE OF REVENUE ACCOUNTS RECEIVABLE
Balance Balance
December 31, December 31,
2011 Accrued Collected 2012
LOCAL REVENUES (continued)
Fees and Permits:
Reimbursement for Damaged Property $ - $ 289,923 $ 289,923 $ -
Death Certificate - 86,385 86,385 -
Vacant Property Registration 214,501 214,501
Private Police Duty Administration Fees 1,000,000 1,000,000
Municipal Court Fines and Costs 340,140 10,770,496 11,047,407 63,229
DEDICATED UNIFORM CONSTRUCTION CODE FEES
OFFSET WITH APPROPRIATIONS
Uniform Construction Code Fees - 3,346,935 3,346,935 -
OTHER SPECIAL ITEMS
Payments in Lieu of Taxes - 115,715,886 115,715,886 -
Sale of Municipal Property - Land Sales - 4,585,500 4,585,500 -
United Water Reimbursement - Water Operation: - 838,433 838,433 -
MUA Reimbursement - Water Operations - 12,500,000 12,500,000 -
MUA Franchise Concession Payment - - - -
MUA Water Debt Service Payment - 5,520,940 5,520,940 -
Uniform Fire Safety Act - 250,000 250,000 -
Settlements and Judgments - 533,544 533,544 -
Total Revenue and Other Credits to Income $ 340,140 $ 182,400,370 $ 182,677,281 $ 63,229
Ref. A; A-1 A-2a A; A-1
Ref.
Cash Receipts A-4 $ 176,158,780
Non-Cash Revenues:
Lot Cleaning Charges and Liens A-13 165,800
Sales Contracts Realized from Reserves A-14 4,585,500
Revenues Anticipated from Trust:
Uniform Fire Safety Act A-18 250,000
Private Duty Administrative Fees A-18 1,000,000
Non-Current Fund Interest A-18 199,478
Revenues Collected by Capital Fund A-18 308,544
PILOTs Applied from Prepayments A-25 9,179
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$ 182,677,281



CITY OF JERSEY CITY
CURRENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2012

Exhibit A-12

SCHEDULE OF DUE FROM JCMUA - FRANCHISE EXTENSION FEES

Balance: December 31, 2012 and 2011

Ref.

$ 14,000,000

Exhibit A-13

SCHEDULE OF LOT CLEANING CHARGES AND LIENS RECEIVABLE

Balance: December 31, 2011

Increased by:
Billings

Decreased by:

Cash Receipts
Cancellations

Balance: December 31, 2012
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Ref.

A

A-11; A-4

$ 10,448

159,847

170,295
$ 165,800
2,972

168,772

$ 1,523




SCHEDULE OF DEMOLITION CHARGES RECEIVABLE

Balance: December 31, 2011

Increased by:
Billings

Decreased by:
Cash Receipts

Balance: December 31, 2012

CITY OF JERSEY CITY

CURRENT FUND

FOR THE YEAR ENDED DECEMBER 31, 2012

114

Ref.

A-2b; A-4

Exhibit A-13a

$ -
5,224
5,224
5,224
$ -




CITY OF JERSEY CITY
CURRENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2012

SCHEDULE OF SALES CONTRACTS RECEIVABLE -
PROPERTY ACQUIRED FOR TAXES

Exhibit A-14

$ 872,551

4,406,500

Ref.
Balance: December 31, 2011 A
Increased by:
New Contracts from Sale of City property
Decreased by:
Contracts Canceled $ 337,000
Contracts Realized A-2a, A-31 4,585,500
Balance: December 31, 2012 A

SCHEDULE OF SECURITY BOARD RECEIVABLE

Ref.
Balance: December 31, 2011
Increased by:
Cash Disbursements A-4
Decreased by:
Cash Receipts A-4
Balance: December 31, 2012 A; A-1
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5,279,051

4,922,500

$ 356,551

Exhibit A-15

9,109

9,109

8,963

$ 146




Exhibit A-16
CITY OF JERSEY CITY
CURRENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2012

SCHEDULE OF PREPAID DEBT SERVICE

Ref.
Balance: December 31, 2011 A $ 16,690,986
Increased by:
State Aid A-2a 42,544,808
59,235,794
Decreased by:
Debt Service Paid In Lieu of Aid Receipts A-3 $ 42,550,218
Rounding Adjustment A-1 4
42,550,222
Balance: December 31, 2012 A $ 16,685,572
Exhibit A-17
SCHEDULE OF DEFERRED CHARGES
Ref.
Balance: December 31, 2011 A $ 20,090,000
Increased by:
Emergency Authorization:
Superstorm Sandy A-3; A-1 $ 16,000,000
Expenditure without an Appropriation
Contractual Severance Liabilities A-3; A-1 7,619,611
23,619,611
43,709,611
Decreased by:
Raised in Current Year Budget A-34 4,390,000
Balance: December 31, 2012 A $ 39,319,611
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