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PRELIMINARY OFFICIAL STATEMENT DATED MARCH 16, 2010
Ratings: See “RATINGS” herein

in the opinion of Gibbons P.C., Bond Counsel to the County, assuming continuing compliance by the County with certain tax covenants
described herein, under existing law, interest on the Bonds and the Series 2010A Notes is excluded from the gross income of the owners of the Bonds
and the Series 2010A Notes for federa) income tax purposes pursuant to Section 103 of the Internal Revenue Code of 1986, as amended (the “Code”)
and interest on the Bonds and the Series 20164 Notes is not an item of tax preference under Section 57 of the Code for purposes of computing
alternative minimum tax. Under existing law, inierest on the Obligations and net gains from the sale of the Obligations are exempt from the iax
imposed by the New Jersey Gross Income Tax. In the case of cersain corporate holders of the Bonds and the Series 2010A Notes, pursuant to the
American Recovery and Reinvestment Act of 2009, interest on the Bonds and the Serfes 2010A Notes will not be inciuded in the caleulation of the
alternative minimum tax as a result of the inclusion of interest on the Bonds and the Series 2010A Notes in “adjustment current earnings” of certain
corporations. See “TAX MATTERS” herein. No opinion is expressed regarding other tax consequences arising with respect to the Obligations.
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Dated: Date of Delivery Due: April 1, as shown on inside front cover
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Passaic, New Jersey (“the County™) will be issued in the form of one certificate for the aggregate principal amount for each maturity of each series
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& Co., as nominee of DTC, which will act as Securities Depository.

The Bonds will be dated the date of delivery and will mature on April 1 in the years and in the principal amounts set forth on the inside front
cover hereof. Interest on the Bonds will be paid semiannually on the first day of April and October i each year until maturity, commencing on
October 1, 2018, Interest on the Bonds will be credited to the participants of DTC as listed on the records of DTC as of each next preceding March 15
and September 15 (the “Record Dates” for the payment of interest on the Bonds).

Tnterest on the Notes will be paid at maturity on April 12, 2011,

Principal of and interest on the Obligatiéns will be paid to the Securities Depesitory by The Bank of New York Mellon, Woodland Park, New
Jersey, Paying Agent for the Obligations.

The Bonds are subject to redemption prier to their stated maturities as set forth herein. See “THE BONDS - Redemption™ herein,
The Notes are not subject to redemption prior lo their maturity. See “THE NOTES - Redemption™ herein.

The Obligations are valid and iegalty binding obligations of the County and, unless paid from other sources, are payable from ad valorem taxes
levied upon all the taxable property within the County for the payment of the Obligations and the interest thereon without limitation as to rate or
amaount. .

The Obligations are offered when, as and if issued by the County, subject to prier sale, to withdrawat or modification of the offer without notice
and to approval of legality by the law firm of Gibbons P.C., Newark, New Jersey, Bond Counsel to the County, and certain other conditions described
herein. Delivery is anticipated to be at DTC in New York, New York, or at such other place as agreed to by the County on or about April 13, 2010.

This cover page contains certain information for guick reference only. Itis nota summary of the issue. Investors must read the entire
Official Statement te obtain information essential to the making of an informed investment decision.
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COUNTY OF PASSAIC
New Jersey

$22,746,000 GENERAL OBLIGATION BONDS

Consisting of

$19,675,000 General Imprevement Bonds
$945,000 County Vocational School Bonds

{(New Jersey Schoo! Bond Reserve Act, P.L. 1980, c.72)

$2,130,000 County College Bonds

{Callable)

COMBINED MATURITY SCHEDULE,
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No broker, dealer, salesperson or other person has been authorized by the County of Passaic, New Jersey (the “County”) to give
any information or to make any representations with respect to the Obligations other than those contained in this Official Statement, and,
if given or made, such information or representations must not be relied upon as having been authorized by the foregoing. The information
contained herein has been provided by the County and other sources deemed reliable; however, no representation or warranty is made as
to its accuracy or completeness and such information is not to be construed as 2 representation or warranty by the Underwriters (as defined
herein) or, as to information from sources other than itself, by the County. The information and expressions of opinion herein are subject
to change without notice, and neither the delivery of this Official Statement nor any sale hereunder shall, under any circumstances, create
any implication that there has been no change in any of the information herein since the date hereof, or the date as of which such information
is given, if earlier.

References in this Official Statement to laws, rules, regulations, resojutions, agreements, reports and documents do not purport
to be comprehensive or definitive. All references to such documents are qualified in their entirety by reference to the particular document,
- the full fext of which may contain qualifications of and excepfions to staternents made herein, and copies of which may be inspected at the
offices of the County during normal business hours.

This Official Statement does not constitute an offer to sell or the selicitation of an offer to buy, nor shall there be any sale of the
Obligations in any jurisdiction in which it is unlawful for any person to make such an offer, solicitation or sale. No dealer, broker, salesman
or other person has been authorized to give any information or to make any representations other than as contained in this Official
Statement. If given or made, such other information or representations must not be relied upon as having been authorized by the County
or the Underwriters.
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OFFICIAL STATEMENT
OF THE
COUNTY OF PASSAIC, NEW JERSEY
$22,746,000 GENERAL OBLIGATION BONDS
CONSISTING OF
$19,671,000 GENERAL IMPROVEMENT BONDS
$945,000 COUNTY VOCATIONAL SCHOOL BONDS
(NEW JERSEY SCHOOL BOND RESERVE ACT, P.L. 1980, c.72)
$2,130,000 COUNTY COLLEGE BONDS
(CALLABLE)
AND
$36,726,350 BOND ANTICIPATION NOTES
CONSISTING OF
$23,156,350 SERIES 2010A
$13,570,000 SERIES 2010B (TAXABLE)
(NONCALLABLE)

INTRODUCTION

This Preliminary Official Statement (the "Official Statement") which includes the cover page and the appendices attached hereto, has been
prepared by the County of Passaic (the "County"), State of New Jersey (the "State"} in connection with the sale and issuance of $22,746,000
General Obligation Bonds, consisting 6f$19,671,000 General Improvement Bonds (the “General Improvement Bonds™), $945,000 County
Vocational School Bonds (New Jersey Schoot Bond Reserve Act, P.L. 1980 ¢.72) (the “County Vocational School Bonds™) and $2,130,000
County College Bonds (the “County College Bonds”) (collectively, the “Bonds”), dated the date of delivery and $36,726,350 Bond
Anticipation Notes , consisting of $23,156,350 Bond Anticipation Notes, Series 20104, (the “Series 2010A Notes™yand $13,570,000 Bond
Anticipation Notes, Series 20108 { Taxable) (the “Series 20108 Notes” and together with the Series 2010A Notes, the “Notes™) (the Bonds
together with the Notes shall be referred to as the “Obligations™), dated the date of delivery, maturing April 12,2011, This Preliminary
Official Statement has been executed by the Director of Finance of the County.

THE BONDS
General Description

The Bonds may be purchased in book-entry only form in the amount of 85,000 or any integral multiple thereof {except for one odd piece
in excess of $5,000), through book entries made on the books and records of The Depository Trust Company, New York, New York
(“DTC”) and its participants. The Bonds will be dated the date of delivery and will mature on April 1, in the years and in the principal
amounts skown on the inside front cover page hereof. The Bonds shal! bear interest from their date, payable on each April 1 and October
1, commencing October 1, 2010 (each, an “Interest Payment Date™), in each year until maturity at the rates shown on the inside front cover
page hereof. So long as DTC or its nominee, Cede & Co. {or any successor or assign), is the registered owner of the Bonds, payments of
the principal of and interest on the Bonds will be made by The Bank of New York Mellon, Woodland Park, New Jersey, the Paying Agent
for the Bonds (the “Paying Agent™), directly to Cede & Co. (or any successor or assign), as nominee of DTC, Interest on the Bonds will
be credited to the participants of DTC as listed on the records of DTC as of the close of business on March 15 and September 15 (the
“Record Dates” for the payment of interest on the Bonds).

\

Security for the Bonds

The Bonds are general obligations of the County, and the County has pledged its ful} faith and credit for the payment of the principal of
and interest on the Bonds., The County is required by law to levy ad valorem taxes upon all the taxable property within the County for the
payment of the principal of and the interest on the Bonds without limitation as to rate or amount.

New Jersey School Bond Reserve Act

The County Vocational School Bonds are additionally secured by the New Jersey School Bond Reserve (the “School Bond Reserve”)
established in the Fund for the Support of Free Public Schools of the State of New Jersey (the “Fund”™) in accordance with the provisions
of the New Jersey School Bond Reserve Act, N.J.S.A. 18A:56-17 et seq. (P.L. 1980 c. 72, as amended by P.L. 2003 ¢, 118) (the “New
Jersey School Bond Reserve Act™) and accordingly the County Vocational School Bonds wili bear the following legend as required by the
New Jersey School Bend Reserve Act:



"Payment of this obligation is secured under the provisions of the “New Jersey School Bond Reserve Act’ in accordance with which an
amount equal to 1% of the aggregate outstanding bonded indebtedness (but not to exceed the moneys available in the fund), of New Jersey
counties, municipalities and school districts for school purposes as of September 15 of each year, is held within the State Fund for the
Support of Free Public Schools as a school bond reserve pledged by law to secure payments of principal and interest due on such bonds
in the event of the inabitity of the issuer to make payment."

The major change made by the 2003 amendments to the New Jersey School Bond Reserve Act was to reduce the reserve level to 1% for
bonds issued on or afier the effective date of the legislation (Fuly 1, 2003} by creating an old reserve account (for bonds issued prior to
July 1, 2003, with 2 1.5% reserve level (the oid statutory reserve Jevel)) and a new reserve account (for bonds issued on or after July 1,
2003, with a 1% reserve level). In additfon, various changes were made to the School Bond Reserve Act which were intended to strengthen
the School Bond Reserve, These changes are discussed hereinafter and included cross-collateralization, State aid intercept and annual
replenishunent provisions.

The New Jersey School Bond Reserve Act provides that the School Bond Reserve shall be composed entirely of direct obligations of the
United States Government or obligations guaranteed by the fuil faith and credit of the United States Government. Securities representing
at least one-third of the minimum market value to be held in the School Bond Reserve shall be due to matare within one year of issuance
or purchase. The trustees of the Fund are to determine, on or before September 15 of each year, the aggregate amount of school purpose
bonds issued and outstanding and fo mnaintain the old school bord reserve account and the new school bond reserve account at the
appropriate levels for the ensuing year based upon annual market valuations of the obligations invested. The funds that are set aside in the
old school bond reserve account are pledged as security for the prompt payment to holders of bonds issued prior to July 1, 2003 for school
purposes by counties, municipalities and school districts of the principal of and the inferest on such bonds in the event of the inability of
the issuer to make payment. The funds that are set aside in the new school bond reserve account are pledged as security for the prompt
payment to holders of bonds issued on or after July 1, 2003 for school purposes by counties, municipalities and school districts of the
principal of and the interest on such bonds issued in the event of the inability of the issuer to make payment. The two school bond reserve
accounts are cross-collateralized.

Trustees of the Fund are charged with making an annual determination of the amount of school bonds outstanding and with adjusting the
level of each of the reserve accounts accordingly, to the extent that moneys are available in the Fund. The School Bond Reserve Act
provides that moneys received from the sale of lands beionging to the State as of 1980 or formerly lying under water are dedicated to the
support of public schools and shall constitute a part of the Fund. In the event that proceeds from the sale of State riparian interests aze,
in the future, made payable by law to purposes other than the Fund, they may not be applied to such purposes so long as there is a deficit
in the Schoo! Bond Reserve. The State Treasurer is required, subject to the availability of other State funds, to replenish any deficiencies
in the School Bond Reserve accounts on an annual basis. Further, the State is prohibited from borrowing from the Fund for liquidity
purposes unless the reserve accounts are at their required levels, as measured annually.

Under the School Bond Reserve Act, the School Bond Reserve is pledged as security for the prompt payment of principal of and interest
on bonds issued by counties, municipalities or school districts for school purposes in the event any issuer thereof'is unable to make payment.

Any issuer which anticipates that it will be unable to make such payment is instructed to certify its inability to the Commissioner of
Education (the “Comanissioner”) and the Director of the Division of Local Government Services in the Department of Community Affairs
{the “Director™) at least 10 days prior to the date payment is due. Ifthe Commissioner and the Director approve the certification, they then
certify the same to the Fund Trustees. On receipt of the certification or other notice of the inability of a district to make a debt service
payment, the Trustees are required, within the limits of the Schooi Bond Reserve, to purchase such bonds at the face amount or pay such
interest when due, The amount which may be applied to any one issuer’s bonds is not limited. There is a State aid intercept mechanism
to replenish draws on the School Bond Reserve. There have not been any required withdrawals from the Reserve since its establishment.

The Schoo} Bond Reserve Act does not contain a covenant by the State to refrain from repealing, reveking, rescinding, modifying or
amending the provisions of that Act.

Redemption

The Bonds maturing on or prior to April 1, 2020 shall not be subject to redemption prior to their respective maturity dates. The Bonds
matuaring on or after April 1, 2021 shall be subject to redemption prier to their respective maturity dates, on or after April 1, 2020, at the
option of the County either in whole or in part at any time, at par (the “Redemption Price”) and accrued interest thereon to the date of
redemption.

Naotice of Redemption shall be given by publishing such notice once 2 week for two (2) successive weeks in a newspaper of general
circulation that carries financial news, is printed in the English language and is customarily published on each business day in the State of
New York, the first of such publications to be at least thirty (30) but not more than sixty (60) days before the date fixed for redemption.
A Notice of Redemption shali also be mailed by first class mail in a sealed envelope with postage prepaid to the registered owners of such
Bonds at their respective addresses as they Iast appear on the registration books kept for that purpose by the County. However, so long

-



as DTC (or any successor thereto) acts as Securities Depository for the Bonds, Netices of Redemption shall be sent to such depository and
shall not be sent to the beneficial owners of the Bonds, nor shali the notice be pubiished as provided herein. Any faiture of such depository
to advise any of its participants or any failure of any participant to notify any beneficial owner of any Notice of Redemption shall not affect
the validity of the redemption proceedings. If the County determines to redeem a portion of the Bonds of a maturity, such Bonds shall be
selected by the County by lot. If Notice of Redemption has been given as described herein, the Bonds, or the portion thereof called for
redemption, shall be due and payable on the date fixed for redemption at the Redemption Price, together with accrued inferest to the date
fixed for redemption. Payment shall be made upon surrender of the Bonds redeemed.

I Notice of Redemption has been given as provided herein, the Bonds or the portion thereof calied for redemption shall be due and payable
on the date fixed for redemption at the Redemption Price,

Authorizations and Purpose of the Bonds

The Bonds have been authorized and are to be issued pursuant to the laws of the State, including the Local Bond Law constituting Chapter 2
of Title 40A of the New Jersey Statutes, as amended (the “Local Bond Law™) and where appropriate, Title 18A, Education, of the New
Jersey Statutes, various bond ordinances and a resolution adopted by the County on March 9, 2010. The bond ordinances inchided in the
sale of the Bonds were published in full or in summary form after their adoption along with the statement that the twenty-day period of
limitation within which a suit, action or proceeding questioning the validity of the authorizing bond ordinances can be commenced began
to run from the date of the first publication of such estoppel statement. The Local Bond Law provides that after issuance all obligations
shall be conclusively presumed to be fully authorized and issued by all laws of the State, and any person shall be estopped from questioning
the sale, execution or delivery of the Bonds of the County.

The proceeds of the Bonds will be used to (i) currenily refund outstanding bond anticipation notes of the County and (ii) pay certain costs
and expenses incidental to the issuance and delivery of the Bonds.

Ordinance Bonds to Current
Number Description be Issued Refunding

General Improvement

04-02 Improvement to Greenwood Lake Tpk West Milford, finally $917.241 $917,241
adopted Mar.23, 2004

04-11% Improvement and Renovation to Passaic County Jail and )
Acquisition of Various Equipment, finally adopted 1,926,206 1,926,206
Mar.23, 2004

04-19 Various Bridge Repair and Replacement Projects, finally 917,241 917,241
adopted Aug.10, 2004

04-24 Miscellaneous Buildings and Ground Improvements, finally 1,834,482 1,834,482
adopted Aug.10, 2004

04-25 Development of a Secured Private Fiber Network, finally 1,279,310 1,279,310
adopted Sep.28, 2004

Repair and Upgrade of Passaic County Adm. Building, finally 1,080,600 1,080,000

04-27 adopted Qct.26, 2004

03-04 Acquisition of Land Alfieri Tract, finally adopted Jul.26, 2065 2,221,519 2,221,519

05-035 Acquisition of HAVA Voting Machine, finally adopted 1,631,001 1,031,172
Jui.26, 2005

06-03 Road Improvements, finally adopted May 9, 2006 3,420,000 3,420,000

66-05 Private Fiber Optic Network, finally adopted Jun.12, 2006 5,044,000 5,044,827

County Vocational School

06-11 Improvements of Passaic County Technical Institute, finally 945,000 945,241
adopted Sep.12, 2006

County College

06-12 Improvements of Passaic County Community College, 2,130,000 2,130.761
finally adopted Sep.12, 2006
$22,746,000 $22,748,000



THE NOTES
General Description
The Notes may be purchased in book-entry only form in the amount of $5,000 or any integral multiple thereof (except for one odd piece
in excess of $5,000), through book entries made on the books and records of DTC and its participants. The Notes wili be dated April 13,
2010, wilt matare April 12, 2011 and will be mumnbered 2010-1 and 2010-2.
So long as DTC or its nominee, Cede & Co. {or any successor or assign) is the registered owner of the Notes, payments of the principal
of and interest on the Notes will be made by The Bank of New York Mellon, Woedland Park, New Jersey, Paying Agent for the Notes to
Cede & Co. (or any successor or assign) as nominee of DTC. Interest on the Notes will be credited to the participants of DTC as listed
on the records of DTC as of the close of business on April 12, 2011 (the "Record Date," for the payment of interest on the Notes).
Redemption
The Notes are not subject to redemption prior to their stated maturity.
Security for the Notes
The Notes are general obligations of the County, and the County has pledged its full faith and credit for the payment of the principal of
and the interest on the Notes, The County is required by law to levy ad vadorem taxes upon all the taxable property within the County for
the payment of the principal of and the interest on the Notes without limitation as to rate or amount,
Authorizations and Purpose of the Notes
The Notes are issued pursuant to the Local Bond Law and the various bond ordinances of the County set forth below. Proceeds of the Notes

will be used to (i) currently refund $36,726,350 aggregate principal amount of the County’s outstanding bond anticipation notes on April 13,
2010; and (i) pay certain costs and expenses incidental to the issuance and delivery of the Notes.

Ordinance
Number Description Amount

03-05 Self Insurance Funding $13,570,000
03-09 Supplemental Improvements to Camp Hope 142,850
03-15 Wagaraw Road/Lincoln Ave Improvements 380,000
03-16 Supplemental - Repairs of Belmont Ave Bridge 190,000
03-17 Supplemental - Reconstruction of Various Bridges 476,000
03-19 Supplementat - 1992 Guide Rail Program 190,060
03-20 Supplemental - Various Drainage Improvements 238,000
03-24 Supplemental - Renovation to West Broadway Bridge 47,560
03-27 Supplemental - Acquisition of Hospital Equipment 475,000
04-03 improvements to Hamburg Tpke/Jackson Avenue 372,000
04-20 Various Drainage Projects 332,500
04-22 Traffic Safety Program 142,500
05-07 Park & Recreation Improvements 2,000,000
06-06 Bridge Replacements and/or Repairs 1,000,000
06-07 Various Capital Improvements 1,006,000
06-08 Park & Recreation General linprovements 28,500
06-09 Acquisition of Additional Equipment 1,045,000
06-10 Various Repairs and Improvements 930,000
06-10/06-14 Various Repairs and Improvements 5,225,000
96-15/00-14/06-15 Supplemental - Study & Improvements Hazel St. 225,000
07-03 2007 Road Resurfacing Program 2,992,500
07-08 2007 Road Improvement Projects 1,619,000
07-13 Various Capital Improvements 4.085.000

$36,726,350



BOOK-ENTRY ONLY SYSTEM

DTC will act as securities depository for the Obligations. The Obligations will be issued as fully-registered securities registered in the name
of Cede & Co. (DTC's partnership nominee) or such other name as may be requested by an authorized representative of DTC. One fully-
registered Bond and Note certificate will be issued for each year of maturity of the Bonds and Notes, in the aggregate principal amount
of each maturity, and will be deposited with DTC.

DTC, the world's largest depository, is a limited-purpose trust company organized under the New York Banking Law, a "banking
organization" within the meaning of the New York Banking Law, 2 member of the Federal Reserve System, a "clearing corporation" within
the meaning of the New York Uniform Commercial Code, and a "clearing agency" registered pursuant to the provisions of Section 17A
of the Securities Exchange Act of 1934, DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity
issues, corporate and municipal debt issues and money market instruments (from over 100 countries) that DTC's participants ("Direct
Participanis™) deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participanis of sales and other securities
transactions in deposited securities, through electronic computerized book-entry transfers and pledges between Direct Participants' accounts.

This eliminates the need for physical movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities
brokers and dealers, banks, trust companies, clearing corporations and certain other organizations. DTC is a wholly-owned subsidiary of
The Depository Trust & Clearing Corporation ("DTCC"). DTCC is the holding company for DTC, National Securities Clearing
Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its
regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banlks, trust companies and clearing corporations that ¢lear through or maintain a custodial relationship with a Direct Participant, either
directly or indirectly ("Indirect Participants”). DTC has Standard & Poor's highest rating: AAA. The DTC Rules applicable to its
Participants are on file with the Securities and Exchange Commission. More information about DTC can be found at www.dtce.com and
www.dic.org.

Purchases of Obligations under the DTC system must be made by or through Direct Participants, which will receive a credit for the
Obligations on DTC's records. The ownership interest of each actual purchaser of each Obligation ("Beneficial Owner™) is in turn to be
recorded on the IDirect and Indirect Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, howsver, expected to receive writfen confirmations providing details of the transaction, as well as
periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into the
transaction. Transfers of ownership interests in the ObHgations are to be accomplished by entries made on the books of Direct and Indirect
Participants acting on behalf of Beneficial Owners. Beneficial Owners will not recejve certificates representing their ownership interests
in the Obligations, except in the event that use of the bock-entry system for the Obligations is discontinued.

To facilitate subsequent transfers, ali Obligations deposited by Direct Participants with DTC are registered in the name of DTC’s partnership
nominee, Cede & Co., or such other name as may be requested by an authorized representative of DTC. The deposit of the Obligations
with DTC ard their registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.
DTC has no knowledge of the actual Beneficial Owners of the Obligations; DTC's records reflect only the identity of the Direct Participants
to whose accounts such Obligations are credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants
will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect Participants and by
Direct Pasticipants and Indirect Participants to Beneficial Owners will be governed by arrangements among them, subject to any statutory
or regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to DTC. If less than ail of the Obligations within a maturity are being redesmed, DTC’s practice is to
determine by lot the amount of the interest of each Direct Participant in such maturity to be redeemed.

Neither DTC nor Cede & Co, {(nor any other DTC nominee)} will consent or vote with respect to the Obligations unless authorized by a
Direct Participant in accordance with DTC's MM procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the County
as soon as possible after the Record Date. The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Pirect Participants
1o whose accounts the Obligations are credited on the Record Pate (identified in a listing attached to the Omnibus Proxy).



Redemption proceeds and principal and interest payments on the Obligations will be made to Cede & Co., or such other nominee as may
be requested by an authorized representative of DTC. DTC's practice is to credit Direct Participants’ accounts upon DTC's receipt of funds
and corresponding detail information from the County or the paying agent, if any, on the payable date in accordance with their respective
holdings shown on DTC's records. Payments by Participants to Beneficial Owners will be governed by standing instructions and customary
practices, as is the case with securities held for the accounts of customers in bearer form or registered in "street narne”, and will be the
responsibility of such Participant and not of DTC, the paying agent, if any, or the County, subject to any statutory or regulatory requirements
as may be in effect from time to time. Payment of redemption proceeds and principal and interest to Cede & Co. (or such other nominee
as may be requested by an authorized representative of DTC) is the responsibility of the County or the paying agent, if any, disbursement
of such payments to Direct Participants shali be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners
shall be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Obligations at any time by giving reasonable notice to
the County or the paying agent, if any. Under such circumstances, in the event that a successor depository is not obtained, bond and note
certificates are required to be printed and delivered.

The County may decide to discontinue use of the system of book-entry only transfers through DTC (or a successor securities depository).
Int that event, bond and note certificates will be printed and delivered to DTC.

The information in this section concerning DTC and DTC's book-entry system has been obtained from sources that the County believes
10 be reliable, but the County takes ro responsibility for the accuracy thereof.

GENERAL INFORMATION ON THE COUNTY
Early History

The County was organized under an act of the New Jersey Legislature on February 7, 1837, more than 150 years after the first Dutch
pioneers settled in the region. The creation of the County from parts of Bergen and Essex Counties ended a 15-year feud between
Hackensack and Paterson residents and merchants, Paterson merchants disliked the idea of having to travel to the County Seat of
Hackensack. These merchants petitioned the legislature for the establishment of a new county.

The local dispute between Paterson and Hackensack erupted on a statewide level. Southern New Jersey legisiators hesitated to create a
new county that would give northern counties additional representation in the legislature. Finally, a compromise was reached by creating
another southern county at the same time, and the County of Passaic became a reality.

The County is replete with legends, history and heroes of the Revolutionary Age: General Washington's Headquarters in 1780 still stands
on the grounds of a County park where it was built in 1709; the exploits of the dashing General "Mad" Anthony Wayne for whom the
Township of Wayne is named, are legendary; and the Great Falls of Paterson cascade daily in tribute to Alexander Hamilton, who fathered
American industry through the creation of the Society of Useful Manufacturers, which harnessed the power of these great falls for sale to
the manufacturers of the time,

Governmental Structure

Since 1798, counties in New Jersey have operated under the Freeholder form of County government. Originally, each municipality in the
County was entitled to one Freeholder to represent it at the County level. Changes in the original law were made in 1918, which reduced
the number of Passaic County Freeholders to a total of seven, elected at large.

The Freeholders, complemented by a County Administrator, function through committees and possess executive and Jegislative powers,
The responsibilities of the Freeholders encompass, in addition to linking the municipalities with state and other local governments, fiscal

administration, the County judiciary system, law enforcement, recreation, road and bridge maintenance and construction, the County
correctional and penal system, health and welfare, education and a myriad of other responsibilities.



Geographic Location

The County is located in northern New Jersey within the New York-New Jersey metropolitan area. The County borders New York State
on the north and is swrounded by Sussex, Morris, Essex and Bergen Counties.

The County is shaped like a bent hourgiass with the area above the neck running generally north and south and that pertion below, east and
west. The contrast between the two areas is striling. The upper half of the County is characterized by large lakes and watersheds and
possesses a stunning topography. The lower half of the County contains more than 90% of the population in a third of the land area.

The highest point in the County is Bearfort Mountain in West Milford Township with an elevation of 1,484 feet. The County's lowest area
is the tidal land along the Passaic River in Clifion and Passaic.

Within its 193.81 square miles there are 40 lakes and ponds, three state parks and two state forests.

Population of The County of Passaic

2008* 490,948
2007* 489,510
2006* 489,796
2005* 490,749
2004% 491696
2003* 493,066
2000 490,377
1990 470,864
1980 447,585
1970 460,782
1960 406,618
1950 337,093
Source; United States Department of Commerce, Bureau of the Census.
* Fstimate

Industry and Economy

During the past four decades, the economy of the County has undergone a tremendous change from its position as one of the leading textile
and apparel centers of the world. The County has changed its former economic dependence upon this narrow base of employment to an
economy of considerable diversification and growth with companies manufacturing food products, chemical and fabricated metal products.

It should be recognized that the growth of non-manufacturing jobs in the service, retail and wholesale industries, as well as in finance and
insurance, has more than made up for the loss of manufacturing employment. This growth has seen the change In the County's economy
from blue collar to white coltar. The labor force was approximately 240,400 in 2008 and the unemployment rate was 6.8%.



County of Passaic
Labor Force Estimates

Seurce;

Civilian

Labor
Year Force
2009* 246.0
2008 240.4
2007 238.0
2006 240.3
2005 236.9
2004 2311
2003 231.6
2002 231.3
2001 2252
2000 227.8

New Jersey Department of Labor and Industry - Annual Averages for all Years Except 2009

(000's Omitted)

Employment

2174
2241
2253
227.0
224.1
216.7
213.8
214.0
212.4
2165

Unemployment

289
i6.4
12.7
13.4
12.9
14.5
17.8
17.3
12.9
113

*New Jersey Department of Labor and Industry 2009: December 2009

County of Passaic
Retail Sales

Source:

Year
2009
2005
2004
2003
2002
2001
2000

Retail Sales
(000's Omitted)
$6,808,912
7,045,323
6,340,037
5,623,479
6,016,320
6,165,812
6,297,755

Percentage
Changes

Sales and Marketing Management, Survey of Buying Power 2000-2009.

2009 Nielsen Claritas, Inc.

B

(3.40)%
11.12
12.74
(6.53)
(2.4)
(2.1)
23.07

Unemployment

Rate

11.8%
6.8
53
5.6
54
6.3
7.7
7.5
5.7
5.0
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Source: 2009 Nielsen Claritas, Inc.

County

Bergen
Morris
Monmeuth
Union
Middlesex
Essex
Ocean
Burlingion
Camden
Passaic
Somerset
Mercer
Hudson
Gloucester
Atlantic
Warren
Hunterdon
Cape May
Cumberland
Sussex
Salem

NJ Total

Amount

$16,003,382,373

10,686,075,281
12,788,972,978
7,529,423,896
10,835,730,937
9,966,471,061
7,638,571,940
10,490,585,847
6,722,196,145
6,808,911,993
7,475,400,007
6,294,592,800
5,439,893 ,467
5,090,992,022
5.446,134,875
1,690,842,046
1,949,151,991
2,283,019,027
2,087,384,968
1,830,265,018

752.246.960

$139.810,645.632



Effective Buying Income
One method of measuring economic well-being is effective buying income ("EBI"). EBI is a classification developed by Sales &

Marketing Management and is calculated through the use of the foliowing formula: personal income minus personal tax and pon-tax
payments (which includes fines, fees, penalties, and personal contribution for social insurance).

Percentage of Households by Effective Buying Income (EBI) Group 2009

Median
Rank By Household EBY
Total EBI County $20,000-34,999  $35.000-49,999  $50.000 and Over Total EBI ()

1 Bergen 12.6% 15.9% 60.2% $29,34%,450,000 $61,738
2 Middlesex 134 17.0 58.1 20,091,162,500 58,106
3 Monmouth 13.2 152 594 19,520,697,500 60,881
4 Essex 16.7 16.4 43.6 18,308,677,500 44039
5 Morris 8.8 13.¢ 6%.0 17,764,440,000 73,038
6 Union 16.6 17.3 49.9 12,675,060,000 49,894
7 Hudson 18.1 184 40.6 12,779,450,000 42,249
8 Ocean 194 19.7 44.0 12,732,825,000 45,463
9 Burlington 14.5 18.5 572 11,861,180,000 56,665
10 Somerset 9.3 13.8 69.3 11,980,045,000 73,850
1t Camden 17.4 18.9 46.4 11,572,525,000 47220
12 Mercer 14.4 16.7 54.3 9,821,225,000 54,697
13 Passaic 18.4 18.5 44.0 9,276,295,000 45,300
14 Gloucester 14.8 18.1 548 6,829,472,.500 54,539
i5 Atlantic 19.8 20.5 41.7 5,687,672,500 44,138
16 Hunterdon 9.0 12.8 71.1 4,847,750,000 76,501
17 Sussex 11.8 17.2 61.5 4,0609,775,000 61,018
18 Warren 142 19.1 52.3 2,679,662,500 52,139
19 Cape May 21.1 19.8 40.3 2,289,295,000 42,587
20 Curnberland 21.2 20.2 35.6 2,492 487 500 39,269
21 Salem 18.5 19.9 43.6 1.361.135.000 45,227
Total NJ State 15.2% 17.2% 52.7% $227.930.282.500 $52.859

Source: 2009 Nielsen Claritas, Inc.
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Statistics of Income 2009: New Jersey Income Tax Returns for 2007
Summarized by County

Aggregate

Gross Income Average

Rank  County (800's Omitted) Income
i Bergen $43,691,199 $£109,730
2 Moramouth 27,575,044 100,553
3 Motris 25,333,234 117,620
4 Essex 29,099.916 91,374
5 Middlesex 23,871,092 61,121
6 Union 18,693,855 80,505
7 Somerset 17,571,125 124,569
& Burlington 14,116,968 74,242
9 Ocean 14,104,051 58,254
10 Hudson i 14,120,144 54,538
11 Camden 13,052,598 60,814
12 Mercer 13,959,267 94,436
13 PASSAIC 11,914,461 55,122
14 Gloucester 7,762,929 64,631
15 Atlantic 6,257,086 52,864
16 Hunterdon 6,237,099 106,313
17 Sussex 4,668,961 77,189
18 Warren 2,963.273 66,613
19 Cumberland 2,581,929 44,999
20 Cape May 2,272,687 56,772
21 Salem 1,480,076 57,689
County of Taxpayer Residence Unknown 20.363.858 79.894

State $321.690,882 $72.571

Source: State of New Jersey Department of the Treasury, Division of Taxation, Statistics of Income, 2009, Table 5A: Income Tax Return
Amounts Summarized by County for 2007 Tax Returns.

Economic Outlook

The New Jersey Department of Labor reported that over the first nine months of 2009, total nonfarm employment in the Northern New Jersey
Regional (Bergen/Hudson/Passaic Labor Area) reached a level of 1,932,400. Payrolls were down by 42,700 jobs or 2.2 percent from the
same period in 2008. In a similar comparison, statewide employment posted a loss of 3.1 pervent since 2008.

The Northern Region job loss was reflected in several private sector industries. Cutbacks in professional and business services (-15,900
jobs), manufacturing (-12,000), trade, transportation and utilities (-8,900), financial activities (-6,800) and construction {-7,700) contributed
to the decline in employment. These industries are among those that have been most affected by the current national recession. The Northern
Region, with its close ties to the financial and banking institutions in New York City, has particularly felt the pressures of the financial, credit
and housing crises as evidenced by the employment declines across all related industry sectors.

The Bergen/Hudson/Passaic Labor Area’s total nonfarm wage and salary employment declined to an average of 879,500 during the first
nine months of 2009 (January-September). Over the year, 23,600 jobs were lost as the area felt the severe effects of the national recession.
The last time the area saw job losses this significant was in 2002 (-25,100) during the last recession. However, the pace of decline was
stower in the labor area in comparison to the state (-2.6% vs. -3.1%, respectively) when averaged for the first nine months in 2009.
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Over the year, the largest employment losses occurred in professional and business services (-7,300 jobs), construction {-5,500), trade,
transportation and utilities (-4,900), manufacturing (-4,800), and financial activities (-4,600). Three industry supersectors experienced payroll
growth since 2008 with the largest gain posted in educational and health services (+3,100). Employment in professional and business services
reached an average of 130,000 over the first nine months of 2009, the iowest level since 1997 when there were 127,900 industry jobs. The
sector lost 5.3 percent of its job base since 2008. Cuts were concentrated in administrative/support & waste management/remediation services
(4,700 jobs) primarily in the employment services sector {-4,200) and professional, scientific and technical services (-3,700). Professional
and business services companies, which specialize in performing activities for other businesses, have been particularly hard hit during the
economic downturn. Many companies in tough economic times reduce the use of firms in this sector among their first steps in recducing costs.
Purthermore, business at travel agencies slowed due to decreased demand.

Construction employment declined for the second consecutive year to reach a 12-year low of 26,800. The over-the-year job loss of 17.0
percent is the largest recorded since 1990 (earliest data available). Job losses in construction were due mainly to unfavorable and long lasting
wet weather conditions coupled with weak financial markets and restrictive lending practices by financial institutions. This economic
environment dampened the possibility of starting or continuing residential and commercial building projects.

Trade, transportation and utilities payroll jobs attained their fowest level on record and the nine-month average losses were the highest since
the 2007 recession. Employment decreased in all component sectors: wholesale trade (-2,000 jobs), retail trade (-1,600) and transportation,
warehousing and utilities (-1,400). Cutbacks and recrganization by several area companies reduced employment in wholesale trade. Due
to rising gas prices and a slow down in business, D&R Warehousing Company moved 164 jobs from Totowa (Passaic County) to Dayton
(Middlesex County). Cardinal International, a glassware distribution company in Wayne {Passaic County), consolidated operations by
transferring 40 positions to South Jersey (Millville, Cumberland County).

In retail trade, numerous companies in the area went out of businesses. Linens-N-Things closed its corporate headquarters in Clifton and
several locations in the labor area, affecting 323 jobs. Other retailers such as Circuit City with locations in Passaic County and North Bergen
(Fudson County), 25 a result of declining sales, closed their stores removing 200 positions from area payrols. Marty’s Shoes also was a
victim of the economic downturn leading to the eventual shutdown of nine area stores and a Joss of 73 jobs in the abor area.

Manufacturing continued its 12-year downward trend to reach a level 0f 64,700 over the firstnone months of 2009. The area’s manufacturing
payrolls reached a high of 156,400 in 19%0. Although employment Iosses occurred both in durable and nondurable goods, the job decline
posted in nondurable goods (-3,300 jobs) was more than double the deckine in durable goods (-1,500). Several manufacturing companies
in the area either moved, closed or consolidated operations. PF Laboratories, a pharmaceutical manufacturer in Totowa (Passaic County)
closed its production operation eliminating 67 positions.

The finance and insurance component (-4,600 jobs) was responsible for all of the job losses that occurred in financial activities. Payrolls
in the supersector attained a 10-year Jow and the number of jobs lost over the first nine months of 2009 is the largest average decline seen
since 1990 {earliest data available).

Gains in educational and health services were primarily concentrated in the health care and social assistance sector (+3,100). The number
of educational and health services jobs reached a record high of 136,300 in 2009 and have increased by 31,800 jobs or 30.4 percent since
1999.

At 39,800, employment in other services reached an all-time high in 2009. Other services include personal care and laundry services, auto
repair and maintenance, religious services, grant making and civic and charitable organizations. Increased activities in this sector are
inevitable as the population continues to grow which results in increased demand for services,

Government employment was up by 2,900 from the 2008 average, with the largest increase occurring in the local government component
(+3,500). State and federal government posted a combined loss of 1,00€ jobs. The Bergen/Hudson/Passaic Labor Area’s unadjusted
unemployment rate averaged 9.2 percent over the first nine months 0f 2009, arate 3.8 percentage points higher than the same period in 2008.
‘The average number of unemployed residents increased from 54,300 in 2008 to 94 600 in 2009. In a similar comparison, the state’s
unemployment rate averaged 8.9 percent, up from 5.2 percent in 2008.

Looking forwatd into 2010, total employment in the Bergen/Hudson/Passaic Labor Area may show no growih and continue to decline at
a more modest rate during the upcoming months. As the burdens on the economy could likely ease in the coming months, the labor area
shoutd reflect the rate of improvement incurred by the nation and the state. The state’s investment in energy efficiency and conservation
programs through federal grants will most likely create employment opportunities in particular green jobs in cerfain industries.

Construction jobs may take at least two quarters before showing any tunaround, as winter weather conditions take hold and the industry

begins to rebound. There are however several large and small projects throughout the labor area that are set to start by the end of the year
or early 2010.

P17



‘Work on the nation’s largest transit project, the Trans-Hudson Passenger Rail Tuanel or Access to the Region’s Core (ARC) is expected
to start soon. The construction timetable for the Berpen/Hudson/Passaic side of the Hudson River is not yet available. In commercial
construction, Passaic County has demonstrated a particular strength in atlracting data centers, one in Totowa and another for Credit Suisse
in Clifton.

Manufacturing jobs may take two or three quarters before stabilizing; however, there have been some recent positive developments in this
sector. Maguet Cardiovascular LLC, a global leader in manufacturing medical devices, announced the addition of new employees at its
United States headquarters in Wayne (Passaic County) in October. The Maquet Company will relocate manufacturing facilities from Puerto
Rico and bring 350 jobs to augment its existing New Jersey workforce of 1,100, The company has invested approximately $40 million for
the construction of state-of-the-art manufacturing, education and traming facilities.

Area employment in retail trade could post gains in the coming months. One positive sign for the industry is that more than 85 percent of
the space is Jeased in the newly opened Paterson Center City Mall. Current tenants include The Children’s Place, AT Wright, Pay Half, Shoe
Factory, AT&T, Sprint, Space Port and T-Mobile. When the remaining space is fully leased and occupied, it is estimated that 600 new jobs
will be added at this location. In professional and business services, companies will once again begin o outsource {o a variety of service
providers throughout the area when economic conditions warrant. This may Jead to job growth in administrative support and waste
management/remediation services. Increased demand for network infrastructure in finance and information technology has provided
expansion opportunities for two area companies.

The educational and health services industry, which thus far appears to be robust and able to withstand economic shifts, is likely to add jobs
mainly in ambulatory heath care and social assistance. The area’s demand for services by the baby boom population continues to grow
necessitating home health care services. Social assistance jobs may grow due to increased need for childcare facilities.

The housing market in the Jabor area is beginning to show signs of improvement as the amount of unsold inventory is decreasing. Several
municipalities in the area had four months or less of unsold homes and rising home prices, according to the appraisal company Otteau
Valuation Group Inc. Smaller inventories of houses in the market coupled with tax incentives for home buyers should increase mortgage
activities in the area.”

Source: NEW JERSEY ECONOMIC INDICATORS NOVEMBER 2009

A number of major commercial and industrial projects have broken ground, completed construction or have been initiated during 2009
throughout Passaic County. Examples of these projects include, but are not limited to:

The City of Paterson, home of the Great Falls, is the home of a new $200 million downtown development project Center City Mall. The
Center City Partners has built 2 320,000 square foot building including retail, office and parking uses, with the potential to expand
development to 600,000 square feet. The developer also plans to construct a 10-story 235,000 square foot residential building with ground
floor retail and subsurface parking; and a 7-story garage with 5,000 square feet of retail on the ground floor. In addition, the developers
will construct a 2-story retail/office building totaling 8,290 square feet. The first 320,000 square foot phase of the project is completed and
is approximately 85% leased with tenants such as A. J. Wright, The Children’s Place, PSE&G, Space Port, Fabian Cinemas, AT&T, GNC,
Subway, and Sprint.

Lowe’s has constructed a 136,000 square foot building i Paterson along Route 20 and a Pep Boys and Micro Computer Store also occupy

an additional 50,000 square feet in the complex. A Home Depot opened in July 2008 ina 117,953 square foot site located along Route 20
in Paterson between 4% and 5% Avenues.

Riverside Village will be breaking ground on a 35,000 square foot supermarket and restaurant along River Street in Paterson, NJ. Additional
projects in Paterson include: Kessler Properties has substantially renovated a 88,375 square foot property located at 431-4355 Madison
Avenue and has leased space to & new companies; and AM Realty Associates has completed construction on a 24,633 square {oot retail strip
mall on Chamberlain Avenue for a Valley National Bank and a Rite-Aid Drug Store.

St. Joseph’s Hospital and Medical Center in Paterson is completing the expansion of their new Emergency Room and will proceed with a
new medical arts building, hotel and parking deck in 2010-201 1. In addition to this hospital expansion, two new office buildings have been
proposed for development on Main Street, opposite the hospital, a 54,000 square foot bullding by GMBD Associates and a 26,000 square
foot building by Z. Barkow.

The former Barnert Hospital has been redeveloped into a 205,000 square foot medical arts facility on Broadway in Paterson, with several
of the medical offices purchasing their space as condominiums.
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Woodland Park has also experienced a growth in medical arts facilities with the development of the183,000 square foot McBride Avenue
Medical and Professional Arts building.

In Wayne, Maquet Corporation, located within the McBride Corporate Park in Wayne, NJ, will increase employment by 350 between 2009-
2010 due to the closure of their manufacturing plant in Puerto Rico. Maquet manufactures artificial arteries and will receive a $4 miltion
grant from the State of New Jersey to support their $40 million expansion. A 91,505 square feet, 4-story Marriott Residence Hotel, housing
119 rooms, opened for business within the last year; and LVH Realty constructed a 65,484 square foot office building adjacent to the hotel.

In addition, Valley National Bank, headquartered in Wayne, has proposed the construction of a new office building of 76,333 square feet.
Additional construction projects in Wayne include, but are not lishited to: BD Investment Properties constructed a 24,053 square foot office
building; the First Jersey Credit Union recently completed their new 18,644 square foot corporate headquarters building; and 68 Colfax
Associates constructed a 30,949 square foot office and warehouse/distribution center in Wayne. The Atrium at Wayne is will complete a
28,500 square foot addition on Alps Road; the Badaan Family, LLC will break ground on a 24,000 office building on Newark-Pompton
Turnpike in Wayne; and BAE Systems, a major Passaic County employer will be expanding their manufacturing facility by 12,000 square
feet in Wayne. The Hilton Garden Inn plans to construct a new 92,350 square foot hotel on Valley Road, Wayne, NJ. UPS has Just executed
a long term lease in the McBride Corporate Park off of Valley Road, Wayne and will be locating 650 employees specializing in the
developrnent of computer software.

Korman Corporate Suites completed construction on a 441,600 square foot executive suites hotel and conference center in Clifton on Route
3, and opened for business offering 258 suites. In addition, several sites along the Route 3 corridor in Clifton have experienced significant
redevelopment inciuding severa) retail strip malls. The Promenade Shops at Clifton developed 160,770 square feet of retail space inchding
a Pier 1, Harmon’s, Pollo Tropical, etc. Stu Leonards, a2 Honda dealership and sumerous restaurants are all locating along the Route 3 retail
corridor.

GlaxoSmith Kiine completed a 18,600 square foot expansion to their manufacturing facility on Bloomfield Avenue, Clifton and Stop and
Shop Supermarket completed a 61,900 square foot expansion along Aliwood Road in Clifton. Similarly, Aldi Supermarkets plans a 17,000
square foot supermarket on Lakeview Avenue, Ciifton.

Russo Development has broken ground on a 284,000 square foot data center along Main Avenue in Ciifton for Credit Suisse.

Projects in Hawthorne include the completion of the environmental remediation ofa 10-acre tract located along Wagaraw Road, Proposals
for retail development are now being considered.

Development has continued in Little Falls with John Soldovari constructing a 30,000 square foot office building, and Direct Depot has
completed construction on a 25,000 square foot New Jersey Kitchen and Bath Design Center.

Expansion projects in Totowa include: Kari-Out, a packaging manufacturing facility, which has expanded its manufacturing facility by an
additional 49,580 square feet, the third time this company has expanded at its Totowa location. Russo Development has completed
construction on a 126,000 square foot data center on Riverview Drive and leased the space to a telecommunications company.

The City of Passaic is also experiencing significant development interest through the activities of their Redevelopment Agency. The City
of Passaic Redevelopment Agency has designated 4 redevelopment areas for a fotal of 125 acres and 2 scattered sites including 585 Main
Avenue and 663 Main Avenue. In addition, the Agency is working on the River Drive Redevelopment Area where a private developer wilt

construct 138 residential units. In addition, Passaic County Community College has opened its 43,640 square foot nursing school in the City
of Passaic.

The cities of Paterson and Passaic are designated as Urban Enterprise Zones (UEZ) by the State of New Jersey, providing significant
financial incentives to companies locating or expanding in those cities. Incentives include:

Employee Tax Credits: A one-time tax credit of $1,500 per new employee to qualifying firms subject to the Corporation Business Tax.

Sales and Use Tax: Exemptions from State sales taxes on the purchase of taxable tangible personal property and taxable services; on the
sale of materials, supplies or services to a contractor, sub-contractor or repair person erecting buildings on or making improvements {0 the
real property of a qualified business.

Reduced Sales Taxes: Retail sales of tangible personal property within the zone are reduced by up to 50% of the current rate, effectively
reducing the sales tax rate to 3% in Paterson and Passaic.

Unemployment Insurance Awards: Based on the amount of unemployment insurance paid by a firm within the zone for new employees.

Awards can range from 50% of an employers’ unemployment insurance payment for the first four years to 10% in Year 20.

Energy Sales Tax Exemptions for Manufacturers: Sales and Use Tax Exemptions on the final sale of electricity and natural gas and their
transport sales tax exemption for retail energy purchases are available for manufacturers located in an Urban Enterprise Zone. Manufacturers
must have 500 or more employees, half of which must be directly employed in the manufacturing process or be a vertically integrated
combination of businesses manufacturing a single product, that employ at least 500 people. Manufacturers must have a UEZ certificate.
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The industrial, commercial and retail real estate market in Passaic County has maintained its appeal to companies seeking to expand.
Retail, industrial and office vacancies have increased slightly in the last year due to the slowing economy. Industrial properties have
maintained their value with many buildings selling for $50-875 per square foot. Passaic County has also been experiencing continued
demand in retail locations, with a 2008 vacancy rate of only 3.4%, down from 3.8% in 2007 along Route 23; and along Reute 46 the
retail vacancy rate has reached 5.6% due the addition of Clifton Promenade, a 130,000 square foot Hfestyle center according to R.J.
Brunelli and Company.

GOVERNMENTAL SERVICES

Road and Transportation

The following major highways serve the County:
Garden State Parkcway 1].8. Route 46
Federal Interstate Route Ne. 80 New Jersey Highway Route No, 21
Federal Interstate Route No. 287 New Jersey Highway Route No. 23
New Jersey Highway Route No, 208 New Jersey Highway Route No. 3
New Jersey Highway Route No. 19 New Jersey Highway Route No.20

Within mimzes of the County border are the New Jersey Turnpike, New York State Thruway and New Jersey Highway Routes No. 17 and
4. i

There are approximately 236 miles of County roads crisscrossing Passaic County.

Construction work to close a 2. 1-mile gap on Route 21 was completed in 2000 linking the cities of Paterson and Passaic. This final segment
provided a nine-mile freeway linking I-80 with I-280 and 1-78 in Newark, and improving access to the regional highway network in lower
Passaic County.

A recently completed improvement to the I-80/Route 23/Route 46 interchange has expanded capacity for the heavy traffic movement between
Route 46 westbound and Route 23 northbound, greatly alleviating this chronic congestion spot. This improvement also vastly improves
accessibility to a more redevelopment area immediately to the north.

The recently completed West Beltway provides a new alternate roadway link between Riverview Drive and Route 23, allowing motorists
the ability to bypass the Route 46/Riverview Drive Interchange.

Projects currently being designed include improvements to the roadways, Tamps & bridge decks, as well as modernization of signs and
lighting at the interchange of 1-80, Route 23 and Route 46; and improvements to the Route 46 interchanges at Browertown Road, Union
Boulevard and Van Houten Avenue.

The Secaucus Rail Transfer Station was recently completed, providing direct accessibility to and from Passaic County and the five
existing Main Line stations, permitting commuters on North Jersey rail lines to easily transfer to frains traveling directly to midtown
Manhattan, New York and other destinations. In addition, the Paterson Rail Station and the Montelair Rail Connection Project were
completed, linking the Boonton Line with the Morris and Essex Line’s Montelair Branch, and extending electrification on this
reconfigured lien to the Great Notch Station in Little Falls. These improvements have vastly improved service to New York and
provide a new connection to Newark.

Major improvements currently under study or in preliminary design include improvements along the Route 3 corridor at Route 21 and the
Route 3/Route 46 interchange. Other proposals include establishing a public/private partership to create a Bergen-Passaic Cross County
Light Rail transit Service and restoring commuter service on the NYS&W Railroad Line north of Hawthorne.

Freight service is provided by the Norfolk Southern Railroad, and the New York Susquehanna and Western Railroad on the Boonton and
Main lines. Rail passenger service is provided by New Jersey Transit.

All the major airports, Newark International, Kennedy, LaGuardia, and Teterboro as well as New York and New Jersey ports are highly
accessible to Passaic County.
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THE PASSAIC COUNTY UTILITIES AUTHORITY

General

The Passaic County Utilities Authority (the “Authority” or “PCUA”) isa public body corporate and politic constituting a political subdivision
of the State established as an instrumentality exercising public and essential governmental functions to provide for the public health and
welfare of the citizens of the County. ‘The County created the Authority pursuant to the Municipal and County Utilities Authorities Law,
N.JS.A. 40:14B-1 gt seq. (the “Act”) as a county utilities authority by resolution adopted on March 18, 1987.

The Authority has perpetual succession and has the requisite power to acquire, construct, maintain and operate facilities for the collection,
treatment, recycling and disposal of solid waste in an environmentally sound manner. The Anthority has, among others, the following powers
ander the Act: to sue and be sued; to enter into leases and contracts; to acquire property by any lawful means, including the exercise of the
power of eminent domain; to hold, operate and administer its property; to issue its negotiable bonds and to secure their payment and the
rights of holders thereof under a resolution; to charge and collect service charges for the use of its facilities and to revise such service charges
when necessary or desirable, such that the revenues of the Authority will at all times be adequate to pay all operating and maintenance
expenses including reserves, insurance, extensions and replacements; to pay punctaally the principal or accreted amounts of and interest
on any bonds and maintain reserves and sinking funds therefor as may be required by the terms of any contracts with bondholders; and to
make and enforce rules and regulations for the management of its business and affairs.

The Authority is governed by a nine member board, including two alternates, each of whor is appointed by the Board of Chosen Freehoiders
of the County. Successor members each shall serve a term of five years. The Authority selects officers annually. Upon the expiration of
a member's term, such member continues his service until a successor has been appointed and qualified. The names of the members of the
Authority, and their respective terms of office, are as follows:

Membership Officer
Term Term
Member and Office Expires Expires
John Nigro - Chairperson 2/01/04% 2/01/11
Joseph W. Wenzel - Vice Chairperson 2/01/09% 2/01/11
William Farkas 2/01/07*
Michael Banraban - Secretary/Treasurer 2/01/05* 2/01/11
Samir Goow 2/01/07*
Pat (Pasqguale) Lepore 2/01/05*
Charles W. Pettiford 2/01/06%
Gerald Volpe 2001/08*%
Albert Kahwatey 2/01/11

# Serving until a successor is appointed.
P

The Authority maintains offices at 40t Grand Streef, Paterson, New Jersey 07503,

Debt of the Authority

The Authority currently has issued and outstanding the principal amount of $63,205,000 of solid waste indebiedness that has been issued
from time to time for the purpose of financing the costs relating to its Solid Waste System. The May 1, 1997 opinion and order of the Third
Circuit Court of Appeals in Atlantic Coast Demolition and Recveling Co., Inc. v. Board of Chosen Freeholders of Atlantic County, F12 F.
3rd 652 (1997), ultimately resulted in the demise of the County system of regulatory waste flow controls. The Authority subsequently ceased
to operate the solid waste system. As a result, all constituent municipalities within the County have independently procured solid waste
collection and disposal services. Nevertheless, the County and the Authority have contacted State representatives and continue to explore
solutions to manage and repay the Authority’s debt.
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Solid Waste Indebtedness Currently Secured by the County Landfill Agreement

The Authority has issued several series of bonds since 1987 that are secured by the County Landfill Agreement, except as set forth below.
See “County Landfill Agreement” herein. There is currently outstanding the following debt secured by the County Landfill Agreement
{coliectively, the “PCUA Bonds” or “Secured Bonds™):

- $43,010,000 Solid Waste Disposal Revenue Bonds, Refunding Series 2004 consisting of $34,200,000 in aggregate principal amount
of its Solid Waste Disposal Revenue Bonds (Tax Exempt Series 2604A) and $8,810,000 Solid Waste Disposal Revenue Bonds (Taxable
Series 2004B) (collectively, the “2004 Refunding Bonds™) issued pursuant to the Landfill Bond Resolution, as amended and supplemented;

- $18,805,000 Solid Waste Disposal Revenue Bonds, Refunding Series 2008 (Tax Exempt Series 2008) issued pursuant to the Landfill
Bond Resolution, as amended and supplemented (the “2008 PCUA Bonds™).

Solid Waste Indebtedness Not Secured by the County Land{ill Agreement

The Authority has also issued its Solid Waste System Revenue Bonds (Serjes 1991A) (the “System Revenue Bonds™). The System Revenue
Bonds were issued pursuant to a resolution of the Authority adopted on December 17, 1990 and entitled, “Resolution Amending and
Restating The Resolution Authorizing the Coliection and Disbursement of System Revenue and Authorizing the Issuance of Solid Waste
System Revenue Bonds of the Passaic County Utilities Authority,” as amended and supplemented by a resolution of the Authority adopted
on November 18, 1991 and entitied, “1991 Supplemental Resolution Providing for the Issnance and Sale of $36,495,000 Principai amount
of 1991 Solid Waste System Revenue Bonds (Series 1991A) of the Passaic County Utilities Authority and Determining Various Matters
Pertaining Thereto” (coilectively, the “System Revenue Bond Resolution™). The System Revenue Bonds were fully paid and matured as
of November 15, 2006, and are no longer outstanding.

Local Authorities Fiscal Control Law

The Loca! Authorities Fiscal Control Law (N.J.S.A. 40A:5A~1 ef seq.) became effective an November 24, 1983, This law provides for
“State review of project financings of local authorities and for State supervision over the financial operations of Iocal authorities™.

The Local Finance Board, Division of Local Government Services, New Jersey Department of Community Affairs (the “LFB”), prescribes
the procedures for adoption and execution of annual budgets by local authorities, and LFB approval must be obtained prior to a budget’s
adoption. Such budget shall also comply with the terms and provisions of any bond resolutions. On granting approval of a budget, the
reasonableness and accuracy of revenue estimates shail be considered. Such revenue must be sufficient to meet all expenses, including debt
service. An annual audit of each local authority shall be made and completed within four months of the close of a fiscal year by a registered
municipal accountant or certified public accountant licensed in the State.

Each local authority financing program must be submitted to the LFB for a hearing and review prior to implementation. Such review
generally focuses on the nature, purpose and scope of the financing, engineering or feasibility studies, terms and provisions of service
contracts, bond resolutions and proposed terms and conditions of negotiated sales, and proposed or maximum debt service and operational
funding requirements. Bond anticipation notes or project notes may be issued and renewed by local authorities pursuant to the provisions
of the Local Authorities Fiscal Control Law.

A local authority may tiot be created unless the LFB so approves and a local authority may not be dissolved without providing for payment
of all outstanding obligations and without approval by the LFB.

Long Term Financial Plan

Pursuant to, and in accordance with, the New Jersey Solid Waste Management Act, N.J.S.A. 13:1E-1 ¢t seq. (the “Solid Waste Act”), the
County was designated as a “solid waste management district.” As such, the County was required by law, among other things, to develop
and formulate a Solid Waste Management Plan (the *“Plan™) providing for the disposal of solid waste generated within the Passaic County
Solid Waste Management District. The County ultimately designated the Authority to supervise the implementation of the Plan.
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The Authority incurred significant debt obligations in order to acquire property interests, undertake studies and do all things necessary to
deveiop, finance and construct a waste-to-energy facility as required by the Act. In order to secure the repayment of its debt obligations and
its administrative and operational expenses, the Authority relied primarily on a system of regulatory waste flow controls consisting of waste
flow rules promulgated by the New Jersey Department of Environmental Protection (“DEP”) and a solid waste franchise approved by the
New Jersey Board of Public Utilities. The DEP’s waste flow rules were later ruled to be unconstitutional in Atlantic Coast Demolition and
Recyeling Co., Inc. v. Board of Chosen Freeholders of Atlantic County, 112 F.3d 352 (1997) (cert. denied). Asaresult, the Authority lost
the ability to direct certain classifications of waste through its solid waste system and, accordingly, became unable to collect the tipping fees
necessary to satisfy its contractual obligations, including debt service payments on its outstanding bends.

For the last several years, the Authority has utilized a series of repetitive, short-term financings to meet its debt service obligations. This
strategy began as the result of the post-Atlantic Coast uncertainty surrounding the revenues securing payment en the Authority’s outstanding
debt. In late 1998, the State completed an audit of the Authority (the “Audit”). Inthe Audit, the State recommended that, upon passage
of the relevant State legislation, the Authority shouid consider refinancing its debt. Accordingly, in reliance upon the progression of such
legislation, the Authority continued the strategy of repetitive refundings. On July 15, 2002, the Authority filed an application (the
“Application”) with the New Jersey Economic Development Authority (the “NJEDA”™) pursuant {0 an act entitled “An Act Concerning the
Restructuring of Certain Solid Waste Facility Bonds, and Providing for the Financing Thereof Through the New Jersey Economic
Development Authority,” P.L. 2001, C.401 (the “Restructuring Act”). Pursuantto the Restructuring Act, the NJEDA was authorized to make
loans, through the purchase of bonds issued by eligible counties or public authorities, to effect the refunding or rescheduling of outstanding
solid waste disposal bonds of such participants. However, the Restructuring Act expired on December 31, 2002 without any action being
talen by the NJEDA.

The Authority has taken numerous other efforts to ensure it would have sufficient revenues to meet its debt service obligations. Such efforts
have inciuded: (i) instituting legal challenges to the repeal of the Solid Waste Act, (ii) imposing an ‘environmental investment charge’ on
municipalities within the County, (i1} complying with all State orders, (iv) participating in the State’s Solid Waste Parinership Program and
complying with the audit requirements and recommendations thereunder, (v) advocating, and participating in the drafting of, the relevant
legislation and (vi) the filing of the Application pursuant to the Restructuring Act.

Despite the Authority’s actions, the Authority has no operations and no system revenues with which to meet its debt service obligations.
Accordingly, based upon the Authority’s lack of any revenues, all of the Authority’s outstanding solid waste bonds constitute stranded debt,
incapabie of being repaid without State assistance (except to the extent such debt is insured or secured by the County).

In light of these developments, the Authority developed a plan (the “Refirancing Plan™) to permanently retire its outstanding indebtedness
secured by the Landfill Agreement. The Refinancing Plan included: (i) the issuance ofthe PCUA Bonds; (ii) the issuance of shori-term notes
in 2005, 2006 and 2007 to refund those obligations coming due in such years with respect to the prior PCUA bonds and the prior PCUA
notes; and (iit) the issuance of the 2008 PCUA Bonds and $125,000 Solid Waste System Project Notes, Refunding Series 2068 (Federally
Taxable) (the “2008 PCUA Notes™) to refund those obligations coming due in 2008 with respect to the prior PCUA bonds and the prior
PCUA notes. On February 20, 2008, the 2008 PCUA Bonds and 2008 PCUA Notes were issued. The 2008 PCUA Notes have matured.

County Landfill Agreement

In order to secure the bonds, the County and the Authority have entered into an agreement dated as of September 1, 1987 entitled the “1987
County Landfill Agreement”, as amended and restated by the May 1, 1996 Amended and Restated 1987 County Landfill Agreement, as
further amended and supplemented to the date hereof (coliectively the "County Landfill Agreement™). Pursuant to the County Landfill
Agreement, the County has agreed to pay 0 the Authority such sums of money as may be required to provide for monetary deficits of the
Authority relating to: {a) the debt service on certain of the Authority’s bonds, (b) maintaining reserve requirements under the Landfill Bond
Resolution and the System Revenue Bond Resolution, as applicable, and (c) paying the Authority's administrative expenses pertaining to
the Project (as defined in the County Landfili Agreemert).

The County and the Authority have determined that the County Landfill Agreement is in the best interest of Passaic County taxpayers,
residents and ratepayers to assure the payment of debt service on the Authority’s bonds.

The following is a summary of certain provisions of the County Landfill Agreement that relate to the bonds and is not a complete restatement
of the County Landfill Agreement as it currently exists. Such information is gualified in its entirety by reference to the County Landfill
Agreement, as amended, copies of which are on file with the Authority and the Trustee and which should be read in full for a complete
understanding of al} terms and provisions thereof.
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2004 Amendment to the County Landiill Agreement

Pursuant to the County Landfill Agreement, the aggregate principal amount of Secured Bonds may not exceed $61,000,000 (the “Initial
Agreement Cap™). The aggregate amount of Secured Bonds is $63,205,000, exceeding the Initial Agreement Cap. Accordingly, in order
to ensure the securitization of the PCUA Bonds throughout this period and pursuant to the requirements of the County Landfill Agreement,
the County adopted a resolution entifled “Resolution of the County of Passaic Authorizing the 2004 Amendment to the 1987 Amended and
Restated County Landfili Agreement By and Between the County of Passaic, New Jersey and the Passaic Couaty Utilities Authority” dated
February 10, 2004, authorizing the “2604 Amendment to the Amended and Restated 1987 County Landfill Agreement Between the County
of Passaic and the Passaic County Utilities Authority” (the “2004 Amendment”). The 2004 Amendment, in part, mereased the Agreement

Cap to $69,500,000 {the “2004 Agreement Cap”). Under the 2004 Agreement Cap, the PCUA Bonds are fully secured by the County
Landfill Agreement.

County Financial Assistance

The County entered into the County Landfiil Agreement in order to provide financial assistance to the Authority. Such assistance will be
rendered upon the Authority's inability to pay debt service on the bonds, in amounts designed to assure the Authority will have sufficient
moneys to, among other things, meet its obligations to pay the principal of and interest on the bonds.

Method of Payment

The County Landfill Agreement provides that if the Authority has insufficient funds to meet its fmancial obligations during the next year,
the Authority will make and deliver to the County a certificate (the “Certificate™) stating: (a) the Authority will be unable to provide for the
payments due of principal and interest on the bonds secured thereby; and (b) the amount of the Authority's expected shortfall (the "Annual
Charges"). The Certificate must be delivered by the Authority or the Trustee to the County on or before December 15 of each fiscal year.
The County shall pay the amount of Annual Charges set forth in such Certificate on or before the subsequent February 15.

The County will make all budgetary and other provisions or appropriations necessary to provide for and authorize the payment by the County
to the Authority of the amount stated in the Certificate delivered by the Authority as described above.

Breach of County Landfill Agreemeni by Authority Not to Affect County Payments Thereunder
The County Landfill Agreement provides that failure on the part of the Authority in any instance or under any circumstance to observe or
fully perform any obligation assumed by or imposed on it by the County Landfill Agreement or by law, shall not relieve the County from
making any payment or fally performing any other obligation required of it under the County Landfill Agreement, nor make the Authority
liable in damages to the County, but the County may have and pursue any and 2]l other remedies provided by law for compelling performance
by the Authority of said obligation assumed by or imposed upon the Authority. '
Neo Delegation
The County may not delegate its duties under the County Landfill Agreement.
Enforcement of County’s Obligation to Pay Annual Charges
Fvery obligation assumed by or imposed upon the County by the County Landfill Agreement shall be enforceable by the Authority by
appropriate action or proceeding, and the Authority may have and pursue any and all remedies provided by law for the enforcement of such
obligation, including the remedies and processes provided by the Act.
County's Unconditional and Unqualified Obligation to Pay Annual Charges

" The County agreed in the County Landfill Agreement that its obligation to pay to the Authority the deficiency in the debt service on the

bonds secured thereby as and when due is an unconditional and unqualified obligation of the County independent of any other obligation
of the County.
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Property Tax Act

The Legislature of the State of New Jersey has enacted P.L. 2007, ch 62 (the “Property Tax Act™ effective April 3, 2007. The Property
Tax Act has the effect of imposing a 4% cap on a municipality’s or county’s tax levy over the prior year’s tax levy which, as it pertains to
the PCUA Bonds, may limit the amount of Annual Charges payable by a local unity under the terms of a service contract, such as the County
Landfill Agreement.

There are a number of exceptions to the Property Tax Act’s 4% cap, one of which is the payment of “all debt service”. There is no specifit
reference within the enumerated exceptions to payments made by a municipality or county pursuant to a service agreement with an authority
used to pay debt service on authority obligations secured by such service agreement. Consequently, there is no specific exception from the
4% cap for Annua! Charges payable by a local unit under the service contracts pursuant to the Property Tax Act,

However, the Director (the “Director”) of the Division of Local Government Services has notified the Authority, pursuant to the powers
granted to the Director under the Property Tax Act, stating that amounts, if any, required to be paid by a local unit to the Autherity pursuant
to the County Landfil! Agreement and necessary for the Authority to meet its debt service obligations in a timely fashion will be freated as
an automatic exclusion from the 4% cap under the Property Tax Act.

Consequently, the Annual Charges payable by the County under the County Landfill Agreement for debt service on the PCUA Bonds, will
be considered exempt from the limitations of the 4% cap imposed by the Property Tax Act.

Additional Bonds or Project Notes
The Authority currently does not intend to issue additional bonds under the Landfill Bond Resolution or the System Bond Resolution.

The Landfill Resolution does authorize the issuance of Additional Bonds entitled to the security of the Landfill Bond Resalution which would
rank equally as to security and payment with the PCUA Bonds, for the purposes and upon satisfaction of the conditions precedent to the
issuance of such honds as set forth in the Landfil} Resolution.

State of New Jersey Solid Waste Partnership Program; State Audit; Financial Assistance

In response to the Third Circuit Court of Appeals Order and Judgment in Atiantic Coast, the State of New Jersey established the Solid Waste
Partnership Program (the “Partnership Program’™). Under the Partnership Program, in State budget language, the State has acknowledged
the need to “subsidize county and county authority debt service payments for environmental investments incurred as of June 30, 1997 ..
. in accordance with criteria and program guidelines established by the Commissioners of DEP, DCA and the State Treasurer .. . .” Under
the 1998 State Budget Appropriations Act, the New Jersey Legislature appropriated not to exceed $20,000,000 for these purposes. The
expenditure of State moneys pursuant to the Partnership Program for such purposes is conditioned upon the State Treasurer having
conducted, or contracted for, an operational audit of the county or county authority (the “Audit”), and the county or county authority having
imptemented the audit recommendations to the satisfaction of the State Treasurer. In late 1997 or early 1998, the Authority issued a request
to the State Treasurer to conduct an audit in order that the Authority could benefit from the Partnership Program. The State audit review
team, consisting of representatives from the New Jersey Department of Treasury, the New Jersey Department of Community Affairs and
the DEP completed the review and issued audit findings and recommendations in October, 1998.

The Authority has taken all appropriate steps to comply with the recommendations contained in the Audit report, including implementation
of recommendations to effeciate operational savings to the Authority. The Authority next made application to the New Jersey Department
of Treasury for financial assistance to subsidize a shortfall on its November 15, 1998 debt service payment on the System Revenue Bonds.

The Authority received a subsidized payment for such shortfall and continued to receive subsidized payments for the System Revenue Bonds
until the final maturity thereof on November 15, 2006.

The State has provided no financial assistance pursuant to the Grant Agreement for debt service payments on the PCUA Bonds.
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PASSAIC COUNTY IMPROVEMENT AUTHORITY

The Passaic County Improvement Authority (PC1A) was formed in December 2002 by virtue of an approval from the Local Finance Board,

The Authority is made up of five Commissioners with staggered terms of up to three years. Mr. Dennis Marco is the Chairman. Five
projects have been financed by the PCIA. The first was a co-venture with the Paterson Parking Authority which the PCIA issued
$18,370,000 of its revenue bonds {of which $8,000,000 was the County’s Chapter 12 Bonds) to construct a parking garage in the City of
Paterson secured by a lease agreement with the Paterson Parking Authority and by revenue to be generated by the new parking facility. The
second project was the construction of an addition to Preakness Healthcare Facility, to renovate the existing facility and the PCIA issued
$65,000,000 of Healthcare Facility Lease Revenue Bonds secured by a general obligation lease with the County of Passaic. These financings
closed in May and June, 2005, respectively. A third project was to acquire a building for the Passaic County Prosecutor. The PCIA issued
$6,000,000 of revenue bonds on December 9, 2005. A fourth project was a supplemental issue of $22,960,000 to construct an addition to
the Preakness Healthcare Facility. A fifth project was to make loans to the Boroughs of Haledon and Ringwood to refinance certain of the
outstanding bond anticipation notes of each Borough and the PCIA issued $8,587,000 of County Guaranteed Governmental Loan Revenue
Bonds in January 2009 to effectuate same.

COUNTY AND OVERLAPPING INDEBTEDNESS
Overlapping Government Units

In addition to the various municipalities and school districts within the County, the following exist within the County to provide certain
governmental services: Butler-Bloomingdale Sewer Department, City of Passaic Municipal Utilities Authority, City of Paterson Municipal
Utilities Authority, City of Paterson Parking Authority, Pompton Lakes Municipal Utilities Authority, Borough of Ringwood Sewerage
Authority, Wanaque Municipal Utilities Authority, West Milford Municipal Utilities Authority, North Jersey District Water Supply
Commission, Passaic Valley Sewerage Commission, Passaic Valley Water Commission, Passaic County Improvement Authority and the
Passaic County Utilities Authority. No actual or contingent liability exists on the part of the County for the debt of these entities except as
is expressly set forth herein or with respect to the Passaic County Utilities Authority.

Local Bond Law (N.JLS.A. 40A:2-1 et seq.)

The Local Bond Law governs the issuance of bonds and notes to finance certain general and utility capital expenditures by municipalities
and counties. Among its provisions are requirements that bonds must mature within the statutory period of usefuzlness of the projects bonded
and that bonds be retired in serial instaliments. A 5% cash down payment is generally required toward the financing of expenditures for
general purposes. All bonds and notes issued by the County are general full faith and credit obligations.

Debt Limits

The debt of the County is limited by the Local Bond Law to an amount equal to 2% of its equalized valuation basis. The equalized valuation
basis of the County is set by statute as the average for the last three years of the equalized value of all taxable real property within its
boundaries as annually determined by the State Board of Taxation and the assessed valuation of Class I rajiroad property for each of the
three most recent years. Certain categories of debt are permitted by statute to be deducted for purposes of computing the statutory debt limit.
As of December 31, 2009, the amount of debt authorized by the County as a percentage of the average equalized value of taxable real
property in the County equaled .61%.

Exceptions to Debt Limits - Extension of Credit

The debt limit of the County may be exceeded with the approval of the Local Finance Board (the "Beard"), which is located within the
Division of Local Government Services, Department of Community Affairs, New Jersey (the "Division"). If all or any part of a proposed
debt authorization would exceed its debt Himit, the County must apply to the Board for an extension of credit. The Board considers the
request concentrating its review on the effect of the propesed authorization on outstanding obligations and operating expenses and the
anticipated ability to meet the proposed obligations. If the Board determines that a proposed debt authorization would materially impair
the ability of the County to meet its obligations or to provide essentia) services, approval would be denied. In addition, debt in excess of
the debt limit may be issued without the approval of the Board to fund certain bonds and notes, to provide for certain self-liquidating
purposes and to fund improvements in each fiscal year in an amount not exceeding two-thirds of the amount budgeted in such fiscal year
for the retirement of outstanding obligations (exclusive of obligations isswed for utility or assessment purposes).

21-



Shori-Term Financing

The County may sell short-term "bond anticipation notes” to temporarily finance a capital improvement or project in anticipation of the
jssuance of bonds, if the bond ordinance or subsequent resolution so provides. Bond anticipation notes for capital improvements may be
issued in an aggregate amount not exceeding the amount specified in the ordinance, as may be amended and supplemented, creating such
capital expenditure. A Jocal unit's bond anticipation notes may be issued for periods not greater than ope year. Generally, bond anticipation
notes may not be cutstanding for longer than ten years. An additional renewal period may be available following the tenth annjversary date
equal 1o the period from the notes' maturity to the end of the tenth fiscal year in which the notes mature plus 4 months (May 1) in the next
following fiscal year from the date of original issuance. An amount equal to the first legally payable maturity determined in accordance with
the Local Bond Law, must be pajd by the County at the end of the third year and at the end of each succeeding year if bond anticipation notes
are renewed at those times.

Debt Statements

The County must report all new authorizations of debt or changes in previously authorized debt to the Division. The Supplemental Debt
Statement, as this report is known, must be submitted to the Division before final passage of any debt authorization. Before January 31 of
each year, the County must file an Annual Debt Statement with the Division. This report is made under oath and states the authorized issued
and unissued debt of the County as of the previous December 31. Through the Annual and Supplemental Debt Statements, the Division
monitors all local borrowings. Even though the County's authorizations are within its debt limits, the Division can supervise State regulations
as to the amounts and purposes of local borrowings.

Appropriation "CAPS"

A provision of law known as the New Jersey “Cap Law” (N.J.S.A. 40A:4-45.1 et seq,) imposes limitations on ncreases in municipal
approptiations subject to various exceptions. The payment of debt service is an exception from this limitation. The Cap formula is somewhat
complex, but basically, it permits a municipality to increase its overall appropriations by the lesser 0f 2.5% or the “Index Rate”™ if the index
rate is greater than 2.5%. The “Index Rate” is the rate of annual percentage increase, rounded to the nearest one-half percent, in the Implicit
Price Defiator for State and Local Government purchases of goods and services computed by the U.S. Department of Commerce. Exceptions
to the limitations imposed by the Cap Law also exist for other things including capital expenditures; extraordinary expenses approved by
the Local Finance Board for implementation of an interlocal services agreement; expenditures mandated as a result of certain emergencies;
and certain expenditures for services mandated by law. Counties are also prohibited from increasing their tax levies by more than the lesser
of 2.5% or the Index Rate subject to certain exceptions. Municipalities by ordinance approved by a majority of the full membership of the
governing body may increase appropriations up to 3.5% over the prior year’s appropriation and counties by resolution approved by 2
majority of the full membership of the governing body may increase the tax levy up to 3.5% over the prior years” tax levy in years when the
Index Rate is 2.5% or less.

Additionally, new legislation constituting P.L. 2007, ¢.62, effective April 3, 2007, imposes a 4% cap on the tax levy of a municipality,
county, fire district or solid waste collection district, with certain exceptions and subject to a number of adjustments. The exclusions from
the limit include increases required to be raised for debt service and certain lease payments to county improvement authorities, increases
to replace certain lost state aid, increases in certain pension contributions, increases in the reserve for uncollected taxes required for
municipalities, and certain increases in health care costs over 4%. The Local Finance Board may approve waivers for certain extraordinary

costs identified by the statute, and voters may approve increases above 4% not otherwise permitted by a vote of 60% of the voters voting
on a public question.

Neither the tax levy limitation nor the “Cap Law” limits the obligation of the County to levy ad valorem taxes upon all taxable property
within the County to pay debt service on its bonds or notes.

Tn accordance with the Local Budget Law, each local unit must adopt and may from time to time amend rules and regulations for capital
budgets, which rules and regulations must require a statement of capital undertakings underway or projected for a period not greater than
over the next ensuing six years as a genera) improvement program. The capital budget, when adopted, does not constitute the approval or
appropriation of funds, but sets forth a plan of the possible capital expenditures which the local unit mmay contemplate over the next six years.
Expenditures for capital purposes may be made either by ordinances adopted by the governing body setting forth the items and the method
of financing or from the annual operating budget if the terms were detailed.
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Purposes of County Debt

The following table breaks down by purpose all direct general obligation bond and loan indebtedness of the Couaty, for the payment of the
principal and interest on which the County has pledged its full faith and credit as of December 31, 2009.

Schedule of Bond, Notes and Loan Indebtedness

Debt Incurring Capacity as of December 31, 2009

as of December 31, 2009
Notes $59,474.350
" Loans 2,762,773
General County Purposes 271,372,000
Community College 21,885,000
Vocational and Special Needs School 3.223.000

Gross Bond and Loan Debt

Equalized Valuation Basis (Jast 3 years average)

2% Borrowing Margin (1)

Net Debt Issued, Outstanding and Authorized
Remaining Borrowing Capacity

$360.717.123

$56,002,089,098

1,121,841,782
355,741,071
$766.100.711

(1) Limited by Local Bond Law, N.J.S.A. 40A:2-1 ¢t seq. to 2% of average equalized valuation.

Debt History

The following table shows certain ratios relating to the County's gross and net direct general obligation indebtedness.

History of Bonded Debt Rafios

As of December 31,

Ratio of Ratio of

Gross Debt Gross Net Debt
Average {Issued and Gross Debt to Net Debt to

Equalized Authorized Debt Per  Equalized Per Equalized

Year Vaiuation(1) But Not Issued) Capita Valuation .Net Debt Capita Valuation
2009 $56,092,089,098 $437,627,901 $894.85 78 $355,741,071  $727.41 $.61
2008 54,829,871,042 441,758,457 903.36 81 351,743,949 719.24 .64
2007 50,889,986,478 440,449,801 900.63 87 370,371,871 757.33 T3
2006 45,715,2158,727 448,333,535 916.75 .98 390,002,683 T797.47 .85

2005 40,124,291,588 478,021,653 977.47 1.191 422,113,519 863.13 1.052

Source: Annual Debt Statements filed with the Division of Local Government Services, New Jersey Department of Commmunity Affairs.
(1) Represents average equalized vajuation for the three fiscal years ending in the corresponding year set forth in this table.

The following table shows the principal of all direct general obligation bond indebtedness and bond anticipation note indebtedness of the
County for the last five fiscal years.
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County of Passaie
Schedule of Comparative Net Debt
as of December 31

2009 2008 2007 2006 2003
Bonds and Notes [ssued and Outstanding:
Bonds $298,480,000 $324,174,000  $287,279,000  $299,014,000 $295,234,000
Notes 59,474,350 23,642,000 83,286,000 71,544,000 79,644,000
Loans 2,762,773 3.243.092 3.104.465 3.519.760 3,939.434
Total Issued 360,717,123 351,059,092 373,669,465 374,077,760 378,817,434
Bonds and Notes Authorized
But Not Tssued 76.910.778 90.699.365 66,780,336 74,235,773 99,214,219
437,627,901 441,758,457 440,449,801 448333,535 478,031,653
Less: Statutory Deductions 81.886.830 90,014,508 70.077.930 58,330,852 55,908,134

Total Issued and Authorized

But Not Issued $355,741.071 $351,743.949  $370.371.871  $390.002.683 $422.123 519
Source: Passaic County Audit Reports
Statement of Indebtedness
As of December 31, 2009
GROSS DEBT
Bonds, Notes and Other Loans Issued and Ouistanding
Bonds $298,480,000
Loans 2,162,713
Notes 59,474,350
360,717,123
Bonds and Notes Authorized But Not Issued 16.910.778

TOTAL GROSS DEBT 437,627,901
Statutory Deductions(1) 81.886,830
TOTAL NET DEBT $355,741.071
OVERLAPPING DEBT
Passaic County Utilities Authority(2} $61.815.000
GROSS DEBT
Per Capita (2000 Census - 489,049) 894.85
Percent of Average Equalized Valuation ($56,092,089,098) 8%
NET DEBT
Per Capita (2000 Census - 489,049) 727.41
Percent of Average Equalized Valuation ($56,092,089,098) 61%
OVERALL DEBT {GROSS AND OVERLAPPING)
Per Capita (2000 Census - 489,049} 1,021.66
Percent of Average Equalized Valuation ($56,092,089,098) 89%

Source: County Records

(1) Statutory deductions are used to determine the legal borrowing capacity of the County. The County, however, is obligated

under law to repay the full amount of its gross debt.

(2} Reflects debt outstanding of the Passaic County Utilities Authority as of March 1, 2010 which is covered by a County

Deficiency Agreement.
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County of Passaie
Combined Principal and Interest Reguirements
Qutstanding Bonds and Loans of the County

As of December 31, 2089

Year Principal Interest Total

2010 $26,230,000.00 $13,180,933.75 $39,410,933.75
2011 27,510,000.00 12,072,029.38 39,582,029.38
2012 29,169,000.00 10,804,404.75 39,973,404.75
2013 29,915,000.00 9,473,680.38 39,388,680.38
2014 31,419,000.00 8,113,899.38 39,532.899.38
2015 30,516,000.00 6,690,755.50 37,206,755.50
2016 26,912,000.00 5,320,226.00 32,232,226.00
2017 19,053,000.00 4,174,635.38 23,227,635.38
2018 13,455,000.00 3,413,490.50 16,868,490.50
2019 13,343,000.00 2,740,692.75 16,083,692.75
2020 8,882,000.00 2,166,203.75 11,048,203.75
2021 3,540,000.00 1,734,837.50 7,274,837.50
2022 5,100,000.00 1,493,062.50 6,593,062.50
2023 5,300,000.00 1,268,750.00 6,568,750.00
2024 5,600,000.00 1,032,500.00 6,632,500.00
2025 5,875,000.60 783,687.50 6,658,687.50
2026 6,500,000.00 514,875.00 7,014,875.00
2027 4,075,000.00 281,812.50 4,356,812.50
2028 4.086,000.00 95.062.50 4.181.062.50

$298 480.000.00

b

Source: Passaic County Audit Reporis

$85.355.539.02
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THE COUNTY BUDGET

Status of County Budget

Pursuant to the Local Budget Law (N.J.8.A., 40A:4-] et seq.), every county in the State is required to adopt a balanced budget. See "Budget
Requirements” and "Budget Process” herein. The County’s budget for 2010 has not been introduced to date.

Budget Reguirements

No County budget may be adopted without the approval of the Director of the Division of Local Government Services (the "Director”).
The Director approves the budget once he has determived that the budget meets all the requirements of the Local Budget Law (N.J.S.A.
40A:4-1 et seq.), and all regulations of the Board.

The Local Budget Law imposes various restrictions on the formulation of the County budget, the more important of which pertain to
anticipation of revenues and review of adequacy of appropriations. Among other restrictions, the Local Budget Law requires that the budget
be balanced and that the Director examine the Budget with reference to all estimates of revenue and the following appropriations: (a)
administration, operation and maintenance of each office, department, institution or other agency of the County, (b) contingent expenses
int an amount not more than 3% of the total referred to in clause (a) of this paragraph, (c) payment of interest and debt redemption charges,
(d) deferred charges and statutory expenditures, (¢) cash deficit of preceding year, (£) reserve for uncollected taxes and other reserves and
nondisbursement items deemed advisable by the Board of Chosen Freeholders, and (g) the payment of all judgments not for capital purposes
and for which bonds or notes cannet be lawfilly issued. Anticipated tax revenues are limited to the same proportions as actual cash
collections bore to the total levy in the previous year and a reserve amount rust be factored into the budget to make up for the expected
shortfall in amounts actually realized the previous year unfess the Director certifies a higher figure.

The Local Budget Law, and the acts amendatory thereof and supplemental thereto, prohibits counties from measuring their final
appropriations by more than the lesser of five percent or the Index Rate determined annually by the Director over that appropriated forthe
previous year, Not subject to the five percent limit are increases funded by sources other than an increase in the general property tax rate
or necessitated by specified emergencies (as approved by the local governing body and the Board), for debt service, funding previous
deficits, uncollected taxes, expenses mandated by State or Federal law, and amounts received by new or increased fees or sales of assets.

A further statute Iimits the amount of increases in the State budget exclusive of State aid which may be appropriated fo counties,
municipatities and school districts. The maxirum expenditure of the State cannot exceed the amount determined by multiplying the annuat
percentage increase in State per capita personal income by the appropriations of the State in the year prior to the current fiscal year.
Adjustments are made should a transfer of functions or services occur between the State and counties or municipalities. Statewide referenda
are required to authorize additional expenditures.

Anticipated non-tax revenues of the County are limited to the amount actually realized the previous year unless the Director authorizes
higher figure. Tax anticipation notes are limited in amount by law and must be paid off not later than June 30 of the succeeding fiscal year.

The Director has no authority over individual operating appropriations, unless a specific amount is required by law, but the review functions
which focus on anticipated revenues serve to protect the solvency of the County. The County budget, by law and regulation ofthe Division,
must be in balance and is a "cash basis” budget.

Pursuant to the Local Budget Law, miscellaneous revenues shail include such amounts as may reasonably be expected to be realized in cash
during the fiscal year from known and regular sources or sources reasonably capable of anticipation and lawfully applicable to the
appropriations made in the budget. The County's miscellaneous revenues generally consist of surplus, operating surplus from prior years,
County purpose tax, State and Federal aid, interest on investments, user fees, license fees and permits.

Budget Process

Primary responsibility for the County's budget process lies with the Administrator. As prescribed by the Local Budget Law, adoption should
oceur by the end of February, however, an extension may be granted by the Division to any local governmental unit. In the first quarter
in which the budget formulation is taking place, the County operates under a temporary budget which may not exceed 26.25% of the
previous fiscal year's modified budget. Upon adoption of an annual operating budget by the Freeholders, the Board of Taxation computes

a tax rate for County purposes and apportions County Purpose Tax requirements to be paid by each municipality. The tax rate for each
municipality includes County tax requirements.
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Deferral of Current Expenses

Supplemental appropriations made after the adoption of the County budget and determination of the tax rate may be authorized by the
Freeholders with the approval of the Director. However, with minor exceptions, such appropriations must be included in full in the
following year's budget.

Budget Transfers

Budget transfers provide a degree of flexibility and afford a control mechanism. Transfers between major appropriation accounts are
prohibited until the last two months of the year and, although subaccounts within an appropriation are not subject to the same year-end
fransfer restrictions, they are subject to internal review and approval.

Annual Financial Statement (N.J.S.A. 40A:5-12 et seq.)

A verified statement of the financial condition of the County (the "Annual Financial Statement”) for the fiscal year must be filed with the
Division on or before January 26, of the succeeding year. This financial statement is filed by the Chief Financial Officer of the County;
it reflects the results of operations for the year of the Current Fund. If there is a cash deficit in the fund, it must be included in full in the
succeeding year's budget.

While the Annual Financial Staterent is not audited, the vartance, if any, between the Annual Financial Statement fund balance and avdited
fund balance is usually irmaterial.

Annual Audit

The Local Fiscal Affairs Law, Chapter 5 of Title 40A of the New Jersey Statutes, regulates the nonbudgetary financial activities of the
County. An annual audit of the County's books, accounts and financial transactions for the previous year must be performed by a licensed
Registered Municipal Accountant or by qualified employees of the Bureau of Financial Regulations and Assistance in the State Department
of Treasury. The audit, conforming to the Division’s' "Requirements of Audit," includes recommendations for improvement of the County's
financial procedures and must be filed with the Director of the Division within six months after the close of each fiscal year. A synopsis
of the audit report, together with all recommendations made, must be published in a local newspaper within 30 days after receipt thereof
by the Clerk of the County.
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Comparative Summary of 2010, 2009, 2608, 2007 and 2006

County of Passaic County Budgefs

2009 2008 2007 2006 2005
Revenues: _

Swrplus Anticipated $14,418,102 $14,931,589 $9,563,504 $15,943,000 $16,843,000
State and Federal Grant Programs 11,347,988 10,419,940 11,816,563 13,677,116 11,588,108
State Assumption of Costs of County

Social and Welfare Services 31,085,008 31,721,579 33,495,170 26,480,408 26,327,476
Miscellaneous Revenues 51,840,047 67,306,259 73,301,361 73,096,008 73,659,848
Interest on Investments 2,883,000 3,500,000 1,800,000 970,000 320,000
Amournt to be Raised by Taxation -

County Purpose Tax 283.835.372 277,340,015 253,177.231 235.399 046 209.321.070

$395.409.517 $405.219,382 $383.153 829 $365.565,578 $338.059,502
Appropriations:

General Government 81,709,551 82,429.819 77,817,892 76,883,493 66,715,650
Regulation 14,397,752 15,289,489 14,699,388 15,308,854 14,416,000
Roads and Bridges 3,611,111 3,611,622 3,569,803 3,684,085 3,319,250
Correctional and Penal 55,081,244 54,913,593 60,348,960 64,758,253 59,597,500
Health and Welfare 98,532,657 98,004,016 98,903,170 93,778,158 90,873,832
Educational 20,954,006 20,419,084 19,505,233 18,317,684 16,693,000
Recreational 2,850,124 3,093,032 3,036,440 3,066,650 2,997,650
Unclassified 19,479,516 17,795,118 15,722,668 12,602,418 12,282,342
(Other Public and Private Programs 14,488,782 13,443,828 15,008,391 13,032,850 14,453,683
Contingent 200,000 200,000 200,000 200,000 200,000
Capital Improvement Fund 950,000 950,000 950,000 950,000 750,000
Debt Service 56,319,542 50,977,300 46,608,566 43,610,000 39,975,000
Deferred Charges and Statutory

Expenditures 26,835,232 44092481 26.783.318 19.373.133 15,785,395

$395.409.517 $405,219.382 $383.153,829 £365.565,578 $338.059.502

Capital Improvement Program

The capital budget and improvement program of the County is designed to fimction as a planning tool for legislators, County officials and
administrators. It allows County officials to evaluate alternatives and determine priorities for projects and programs inrelation to available
and projected financial resources. A carefully organized program and project schedule can avoid costly improper decisions or ili-timed
action in a project involving the aflocation of scarce capital resources.

A capital budget is the first proposal of the financial altocation described in the six year capital improvement program. The main purpose
of the capital budget is to initiate planning for ultimate authorization of capital projects for the first year of the six year plan/program. The
proposed Capital Budget (2010) and Capital Program {2010-2015) do not represent actual authorization of projects, but rather conceptual
recognition of the needs of specific capital improvements.

With restrictions on current spending and new financial resources becoming limited, it is imperative that capital planning and budgeting
become more responsive to public needs, both present and long range. In addition to the cost of the selection process, the impact of each
project on future operating budgets must be considerad. Tn prioritizing capital projects, a major element for recommendation of Investment
is the degree to which a facility will either generate revenues or significantly reduce costs.
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The following schedule depicts the County Capital Plan for 2010-2014. This plan does not provide an appropriation for the purposes
outlined, nor does it commit the Board of Chosen Freeholders to the project or amounts listed. The Board of Chosen Freeholders will make
determinations, on a priotity basis, as each program is proposed, as to the need for and method of financing.

Five Year Capital Program (2010-2014)
Anticipated Project Scheduie and Funding Requirements

Project Total Cost
Bridge Replacement and Repairs $67,260,000
Drainage Projects 1,050,000
Road Improvement Projects 30,075,600
General Program 2,350,000
Traffic Safety Program 1,075,000
Intersection Improvements 1,250,000
Acquisition of Various Equipment 11,645,000
Road Resurfacing Program 15,000,000
Buildings and Grounds Projects 18,400,000

$148.045.000

Year Amount
2010 $25,825,000
2011 40,200,000
2012 24,770,000
2013 42,100,000
2014 15.150.000
$148.045,000

Source: 2009 Capital Budget of the County
TAX INFORMATION ON THE COUNTY
County Tax Rates

County taxes are apportioned based on equalized valuations in the County. The following table sets forth the valuations on which County
taxes are apportioned.

Valuation of Real Property, Personal Property
Net Valuation Taxable and County Tax Rate Base

County Tax Rate Base

Assessed Valuation

Assessed Valuation of Real General

Valuation of of Personal Net Valuation and Personal Tax Rate

Year Real Property Property Taxabie Property Per 35100
2009 $33.890,983,620 $57,312,989 $33,948,296,609 $57,408,609,846 $.4937
2008 30,262,972,765 47,417,172 30,310,389,937 56,290,518,188 4950
2007 30,219,744.215 48,307,211 30,268,051,426 52,440,489,938 4852
2006 21,354,230,409 40,055,340 21,394.285749 45,986,845,299 - 5142
2005 21,288,317,981 47,462,350 21,335,720,331 40,727.773,476 5160

Source: Passaic County Board of Taxation, Abstract of Ratables
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Equalized Valuation of Property of Constituent Municipalities

Municipality

Bloomingdale
Clifton
Haledon
Hawthome
Little Falls
North Haledon
Passaic
Paterson
Pompton Lakes
Prospect Park
Ringwood
Totowa
Wanague
Wayne

West Milford
West Paterson

(Woodland Park)

County Rate
Per $100

2009

$1,015,819,071
11,220,510,059

730,772,116
2,849,427,088
1,980,349,363
1,591,546,785
3,788,952,091
8,907,126,596
1,564,009,020

435,684,923
1,968,463,903
2,527.867,462
1,399,167,579

11,619,657,829

3,862,540,618

1,946,715.343

$57.408.609.846

4937

2008
$1,028,647,433
11,351,818,555

728,289,992
2,758.462,759
1,967,283,064
1,576,933,836
3,755,261,817
8,516,829,836
1,530,770,516

437,891,819
1,986,231,254
2,335,321,092
1,425,532,571

11,259,261,614
3,808,167,208

1.823.814,822

2607

$972,408,240
10,542,328,040
653,909,853
2,584,741,696
1,882,274,611
1,489,799,091
3,345,540,426
7,353,174,894
1,450,558,567
394,772,525
1,838,700,889
2,316,477,454
1,348,849, 124
10,964,033,517
3,616,264,649

1.686.656,362

2006

$862,564,899
9,161,201,465
581,184,375
2,328,644,452
1,692,902,856
1,366,242,467
2,77$,499,130
6,111,746,701
1,305,932,463
344,156,105
1,680,338,173
2,136,960,602
1,122,087,188
9,774,668,010
3,240,045,212

1.499.651.20%1

2808

$769,582,895
8,204,090,133
511,141,503
2,085,373,246
1,561,019,724
1,160,530,628
2,305,812,093
5.039,339,151
1,141,487,468
295,088,984
1,526,656,105
198,493,359
942,085,685
9,015,822,657
2,876,529,429

1,308.720.416

$56,290.518.188

49.50

$52.440.489.938

$45.986,845 299

48.52

Source: Passaic County Board of Taxation, Abstract of Ratables
(1} Includes Municipal, School and County Tax Rates - Per $100

Ten Largest Assessed Valuations in the County - 2009

Name

Willow Brook Mall

Hoffman LaRoche

North Jersey District Water Supply
Cliftorr Commons, LI1.C

Toys “R” Us, Inc.

Castelton Assoc., LLC

Rose Manor Estates

Wayne PSC, LLC

Public Service

Mountain View Crossing

Source: Passaic County Board of Taxation

5142

Assessed
Valuation
$156,000,600
132,047,700
59,146,200
40,863,500
38,527,100
35,026,800
33,028,100
32,612,400
32,335,600
31,970,400

$40.121,773.476

51.53

2009
General

Rate(1)

5.679%
4.301
5323
4.487
5018
6.066
6.067
1.853
5.622
5721
4.923
3.539
5.687
4175
5.647
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Ten Largest Employers in the County - 2009

Number of

Employer Employees
St. Joseph's Hospital 3,700
Hoffmann La Roche, Inc. 3,000
Passaic County Administration 2,500
International Specialty Products 2,200
City of Paterson 1,606
Reckett & Coleman 1,500
1.8, Postal Service 1,500
Berlex Labs 1,480
G.E.C. Marconi Systems 1,400
Passaic General Hospital 1,220

Source: Passaic County Economic Development Department
Tax Collection Record

The following table is the current real property tax collection record of the County for the years 2005 through 2009:

Cash Percent of
Year Tax Levy Collections Collections
2009(H) $283,835,372 $283,835,372 100%
2008 277,340,013 277,340,013 100
2007 253,171,231 253,177,231 100
2006 235,187,707 235,187,707 100
2005 209,321,070 209,321,070 100

(1YUnaudited
Source: County Records

County Taxes

County taxes are collected by the municipalities and paid to the County Treasurer. The municipal levy includes all county, school and
municipal taxes.

Each municipality is required to pay to the County Treasurer its share of the County Purpose tax on the fifteenth day of February, May,
August and November of each year. The County gets its share of the taxes collected from the first taxes collected by each municipality.

Tax Appeals

The Passaic County Board of Taxation (the "Taxation Board") processes all appeals of county tax assessments. The appeal process is
described below:

The taxpayer remits the full assessment (including any disputed amount} to the municipal tax collector. The municipality then remits the
amount of county tax assessed against the municipality to the County Treasurer.

The taxpayer files an appeal with the Taxation Board, which conducts a hearing. If the appeal is granted, the municipality remits payments
to the taxpayer. The county tax assessed to the municipality for the succeeding year is then reduced by the total amount of appeals granted.
Therefore, the County does not remit payment to the taxpayer or the municipality for appeals granted.

If the Taxation Board does not grant the appeal or if the taxpayer is not satisfied with the amount granted, the taxpayer has a right to a
hearing before the New Jersey Tax Court.
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TAX MATTERS

Exclusion of Interest on the Bonds and the Series 20104 Notes from Gross Income for Federal Income Tax Purposes. The Internal
Revenue Code of 1986, as amended (the “Code™), imposes certain requirements which must be met on a continuing basis subsequent to
the issuance of the Bonds and the Series 2010A Notes in order to assure that interest on the Bonds and the Series 2610A Notes will be
excluded from gross income for Federal income tax purposes under Section 103 of the Code. Failure of the County to comply with such
requirements may cause interest on the Bonds and the Series 2010A Notes to be included in gross income for Eederal income tax purposes,
retroactive to the date of the issuance ofthe Bonds and the Series 2010A Notes. The County has covenanted to comply with the provisions
ofthe Code applicable to the Bonds and the Series 2010A Notes and has covenanted not to take any action or permit any action that wouid
cause the interest on the Bonds and the Series 2010A Notes to be included in gross income under Section 103 of the Code or cause interast
on the Bonds and the Series 2010A Notes to be treated as an item of tax preference under Section 57 of the Code.

Assuming the County observes its covenants with respect to compliance with the Code, Gibbons P.C., Bond Counsel to the County, is of
the opinion that, interest on the Bonds and the Seriss 2010A Notes is excluded from the gross income of the owners of the Bonds and the
Series 2010A Notes for Federal income tax purposes pursuant to Section 103 of the Code and interest on the Bonds and the Series 2010A
Notes is niot an item of tax preference under Section 57 of the Code for purposes of computing the alternative minimum tax.

Additional Federal Income Tax Consequences. In the case of certain corporate holders of the Bonds and the Series 2010A Notes, pursuant
to the American Recovery and Reinvestment Act of 2009, interest on the Bonds and the Series 2010A Notes will not be included in the
calculation of the alternative minimum tax as a result of the inclusion of interest on the Bonds and the Series 2010A Notes in “adjusted
current earnings” of cerlain corporations.

Prospective purchasers of the Bonds and the Series 2010A Notes should be aware that ownership of, accrual of or receipt of interest on
or disposition of tax-exempt obligations, such as the Bonds and the Series 2010A Notes, may have additional Federal income tax
consequences for certain taxpayers, including, without limitation, taxpayers eligible for the earned income credit, recipients of certain social
security and certain railroad retirement benefits, taxpayers that may be deemed to have incurred or continued indebtedness to purchase or
carry tax-exempt obligations, financial institutions, property and casualty companies, foreign corporations and certain S corporations.

Bond Counsel expresses no opinion regarding any Federal tax consequences other than its opinion with regard to the exclusion of interest
on the Bonds and the Series 2010A Notes from gross income pursuant to Section 103 of the Code and interest on the Bonds and the Series
2010A Notes not constituting an item of tax preference under Section 57 of the Code. Prospective purchasers of the Bonds and the Series
2010A Notes should consult their tax advisors with respect to all other tax conseqguences (including, but not limited to, those listed above)
of holding the Bonds and the Series 2010A Notes.

The Series 20108 Notes. Interest on the Series 2010B Notes is inciuded in gross income for federal income tax purposes.

State Taxeation, Bond Counsel is of the opinion that, under existing law, interest on the Obligations and net gains from the sale of the
Obligations are exempt from the tax imposed by the New Jersey Gross Income Tax Act.

Miscelloneous. Amendments to federal and state tax laws are proposed from time to fime and could be enacted, and court decisions and
administrative interpretations may be rendered, in the future. There can be no assurance that any such future amendments or actions will
not adversely affect the value of the Obligations, the exclusion of interest on the Bonds and the Series 2010A Notes from gross income,
alternative minimum taxable income, state taxable income, or any combination from the date of issuance of the Obligations or any other
date, or that such changes will not result in other adverse federal or state tax consequences.

ALL POTENTIAL PURCHASERS OF THE OBLIGATIONS SHOULD CONSULT WITH THEIR TAX ADVISORS WITH

RESPECT TO THE FEDERAL,STATE AND LOCAL TAX CONSEQUENCES (INCLUDING BUT NOT LAMITED TO THOSE
LISTED ABOVE) OF THE OWNERSHIP OF THE OBLIGATIONS,

-372-



LITIGATION
General Litigation

In the opinion of William J. Pascrell, I, Esg., County Counsel, there is no litigation of any nature now pending or threatened restraining
or enjoining the issuance or the delivery of the Obligations or the levy or the collection of any taxes to pay the interest on or the principal
of the Obligations, or in any manner guestioning the levy or the collection of taxes, or affecting the validity of the Obligations or the levy
or the collection of taxes. Neither the authority or the proceedings for the issuance of the Obligations nor the title of any of the present
officers of the County to their respective offices is being contested. Neither the corporate existence or boundaries of the County is being
contested; no authority or proceedings for the issuance of the Obligations has or have been repealed, reveked or rescinded; and all actions
or proceedings in regard to the issuance of the Obligations taken by governing body subsequent to the adoption of the Open Public Meetings
Act of New Jersey have been in compliance with said Act.
MUNICIPAL BANKRUPTCY

The undertakings of the County should be considered with reference to Chapter IX of the Bankruptcy Act, 11 United States Code Section
901, et seq., as amended by Public Law 94-260, approved April 8, 1976, the Bankruptcy Reform Act of 1978, effective October 1, 1979,
Pubtic Law 100-597, effective November 3, 1988, the Bankruptey Reform Act of 1994, effective October 22, 1994, and other bankrupicy
laws affecting creditor's rights and municipalities in general. The amendments of P.L. $4-260 replace former Chapter 1X and permit a State,
political subdivision, public agency, or instrumentality that is insolvent or unable to meet its debts to file a petition in a court of bankruptcy
for the purpose of effecting a plan to adjust its debt; directs such a petitioner to file with the cowrt a list of petitioners' crediters; provides
that a petition filed under this chapter shall operate as a stay of the commencement or continuation of any judicial or other proceeding
against the petitioner; grants priority to debt owed for services or materials actually provided within three months of the filing of the
petition; directs a petitioner to file a plan for the adjustment of its debts; and provides that the plan must be accepted in writing by or on
behalf of creditors holding at least two-thirds in amount or more than one-half in number of the listed creditors. The 1976 Amendments
were incorporated into the Bankruptey Reform Act of 1978 with onky minor changes.

Reference should also be made to N.J.8.A. 52:27-40 et seq. which provides that a municipality has the power to file a petition in bankruptey
provided the approval of the Municipal Finance Comimission has been obtained. The powers of the Municipal Finance Comnission have
been vested in the Local Finance Board. The Bankruptey Act specifically provides the Chapter IX does not Hmit or impair the power of
a state to controk, by legislation or otherwise, the procedures that a county must foilow in order to take advantage of the provisions of the
Bankruptey Act.

LEGALITY FOR INVESTMENT

The State and all public officers, municipalities, counties, pelitical subdivisions and public bodies, and agencies thereof, ail banks, bankers,
trust companies, saving and loan associations, investment companies, and other persons carrying on banking business, all insurance
companies, and all executors, administrators, guardians, trustees, and other fiduciaries may legally invest any sinking funds, moneys or other
funds belonging to them or within their control in any bonds and notes of the County, including the Obligations, and such Obligations are
authorized security for any and ail public deposits.

SECONDARY MARKET DISCLOSURE

The Securities and Fxchange Commission (the “SEC”) pursuant to the Securities Exchange Act of 1934, as amended and supplemented
(the “Securities Exchange Act”) has adopted amendments to its Rule 15¢2-12 (“Rule 15¢2-127) effective July 3, 1995 which generally
prohibits a broker, dealer, or municipal securities dealer (“Participating Underwriter”) from purchasing or selling municipal securities, such
as the Obligations, unless the Participating Underwriter has reasonably determined that an issuer of municipal securities or an obligated
person has undertaken in a written agreement or contract for the benefit of holders of such securities to provide certain annual financial
information and event notices to various information repositories (the “Continuing Disclosure Requirements™).

On the date of delivery of the Obligations, the County will enter into a Continuing Disclosure Certificate (“the Continuing Disclosure
Certificate™) containing the Continuing Disclosure Requirements for the benefit of the beneficial holders of the Obligations pursuant to
which the County will agree to comply on a continuing basis with the Continuing Disclosure Requirements of Rule 15¢2-12. Specifically,
the County will covenant for the benefit of the holders and beneficial owners of the Bonds to provide certain financial information and
operating data relating to the County by not later than 270 days from the end of each fiscal year beginning in the fiscal year ending
December 31, 2009) (the “Annual Report™), and for the benefit of the holders and beneficial owners of the Obligations to provide notices
of the occurrence of certain enumerated events, if material. The Annual Report will be filed by the County with the Municipal Securities
Rulemaking Board (*“MSRB™). The notices of material events will be filed by the County with the MSRB. The specific nature of the
information to be contained in the Annual Report or the notices of material events is set forth in “Appendix B - Forms of Continuing
Disclosure Documents”. These covenants have been made in order to assist the Underwriter in complying with Rule §5¢2-12.

The County has never failed to comply, in all material respects, with any previous undertakings to provide continuing disclosure compliance
with the requirements of Ruje 15¢2-12.
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PREPARATION OF OFFICIAL STATEMENT

The County hereby states that the descriptions and statements herein, including {inancial statements, are true and correct in: all material
respects and it will confirm to the purchasers of the Obligations, by certificates signed by the Freeholder-Director of the Board and the
Director of Finance, that to their knowledge such descriptions and statements, as of the date of the Official Staternent, are true and correct
in all material respects and do not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements herein, in Hght of the circumstances under which they were made, not misleading,

The firm of Ferraioli, Wielkotz, Cerullo & Cuva, P.A., Pompton Lakes, New Jersey, Certified Public Accountants and Registered Municipal
Accountants, assisted irs the preparation of information contained in this Official Statement. All other information has been obtained from
sources which Ferraioli, Wielkotz, Cerullo & Cuva, P.A., considers to be reliable, but they make no warranty, guarantes or other
representation with respect to the accuracy and completeness of such information.

Gibbons P.C. has not participated in the preparation of the financial or statistical information contained in this official statement, nor have
they verified the accuracy, completeness or faimess thereof and, accordingly, expresses no opinion with respect thereto.

UNDERWRITING

The Bends are being purchased from the County by (the “Bonds Underwriter'™) at a price of §

{consisting of the par amount of the Bonds phus a net original issue premium of § ). The Series 2010A Notes are being
purchased from the County by {the “Series 20104 Notes Underwriter”) at a price of $ (consisting
of the par amount of the Series 2010A Notes plus a net original {ssue premium of § ). The Series 2010B Notes are being
purchased from the County by (the “Series 20108 Notes Underwriter” and together with the Bonds Underwriter and
the Series 2010A Notes Underwriter, the “Underwriters™} at a price of $ (consisting of the par amount of the Series 20108
Notes plus a nef original issue premium of § ). The Underwriters are obligated to purchase all of the Obligations if any
Obligations are purchased.

The Underwriters intend to reoffer the Obligations to the public initially at the reoffering yields set forth on the cover page and inside front
cover page of this Official Statement, which may subsequently change without any requirement of prior notice. The Underwriters reserve
the right to join with dealers and other underwriters in reoffering the Obligations to the public. The Underwriters may offer and seli
Obligations to certain dealers (including dealers depositing Obligations into investment trusts) at a yield lower than the public reoffering
yields set forth on the cover page and inside front cover page, and such public reoffering yields may be changed, from time to time, by the
Underwriters without prior notice.

RATINGS

Moody’s Investors Service, Inc. ("Moody's") has assigned its municipal boad rating of “ ” to the Bonds. Moody’s has assigned its
municipal bond rating of “___ * to the Notes.

An explanation of the significance of such credit rating may be obtained from Moody's, 7 World Trade Center at 250 Greenwich Street,
New York, New York 10007. The County furnished Moody's with certain information and materials concerning the Obligations and the
County. Generally, Moody's bases its ratings on such information and materials and also on such investigations, studies and assumptions
that it may undertake independently. The rating is not a recommendation to buy, sell or hold the Obiigations and there can be no assurance
that any such rating will be maintained for any given period of time or that such rating may not be raised, lowered or withdrawn entirely,
if in Moedy's judgement, circumstances so warrant. Any downward change in or withdrawal of any such rating may have an adverse effect
on the marketability or market price of the Obligations.

ADDITIONAL INFORMATION
Inquiries regarding this Official Statement, inchuding information additional to that contained therein, may be directed to Anthony J.

DeNova, County Administrator, telephone (973) 881-4465, or Louis J. Garbaccio, Director of Finance, telephone (973) §81-4440, County
Administration Building, 401 Grand Street, Paterson, New Jersey 07505-2023.
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MISCELLANEOQUS
So far as any statements made in this Official Statement involve matters of opinion or estimates whether or not expressly stated, they are

set forth as such and no represeniation is made that any of the statements will be realized. Neither this Official Statement nor any statement
which may have been made verbally or in writing is to be consirued as a contract with the holders of the Notes. All quotations from

summaries and explanations of provisions of law of the State herein do not purport to be complete.

The Official Statement has been duly executed and delivered by the Director of Finance of the County.

By

Louis J. Garbaccio
Director of Finance

Dated: March , 2010
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APPENDIX A

EXCERPTS FROM AUDITED FINANCIAL
STATEMENTS FOR THE YEAR ENDED
DECEMBER 31,2008 AND SELECTED
FINANCIAL INFORMATION FOR YEARS
ENDED DECEMBER 31, 2005-2009



Ferraioli, Wielkotz, Cerullo & Cuva, P.A.

Charles J. Ferraioli, Jr, MBA, CPA, BMA Certified Public Accountants Newton Office
Steven D. Wielkotz, CPA, RMA 401 Wanague Avenue 100B Main Street
James J. Cerullo, CPA, RMA Pompton Lakes, New Jersey 07442 Newton, N.J. 07860
Paul J. Cuva, CPA, RMA 973-835-7800 973-578-3212
Thomas M. Ferry, CPA, RMA Fax 973-835-6631 Fax 973-579-7128

INDEPENDENT AUDITOR'S REPORT

The Honorable Board of Chosen Freeholders
- County of Passaic
Paterson, New Jersey

We have audited the accompanying balance sheets-regulatory basis of the various funds and account group
of the County of Passaic, as of and for the years ended December 31, 2008 and 2007, and the related
statemnents of operations and changes in fund balance-regulatory basis for the years then ended, and the related
statement of revenues-regulatory basis and statement of expenditures-regulatory basis of the various funds for
the year ended December 31, 2008. These financial statements are the responsibility of the County of
Passaic’s management. Our responsibility is to express an opinion on these financial statements based on our
audits.

Our responsibility is to express an opinion on these financial statements based on our audits. We did not audit
the financial staternents of the Community Development Grant Fund as of Decernber 31, 2008 and 2007 which
represents 22.8 and 23.8 percent, respectively, of the assets of the Trust Fund for the years then ended. Those
financial statements were audited by other auditors whose report thereon has been furnished to us, and our
opinion, insofar as it relates to the arounts included for the Community Development Grant Fund, is based
solely upon the reports of the other auditors.

Except as discussed below, we conducted our audits in accordance with auditing standards generally accepted
in the United States of America, the audit requirements prescribed by the Division of Local Government
Services, Department of Community Affairs, State of New Jersey, and the standards applicable to financial
audits contained in Government Auditing Standards issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An auditincludes consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the County’s internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provides a reasonable basis for our opinion.

FWCC
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The ‘Honora,bie Board of Chosen Freeholders
Page 2.

As described in Note 1, these financial statements were prepared in conformity with the accounting practices
prescribed or permitted by the Division of Local Government Services, Department of Community Affairs,
State of New Jersey, that demonstrates compliance with the modified accrual basis, with certain exceptions,
and the budget laws of New Jersey, which practices differ from accounting principles generally accepted in
the United States of America. The affect on the financial statements of the variances between the prescribed
basis of accounting and accounting principles generally accepted in the United States of America, although
not reasonably determinable, are presuned to be material.

In our opinion, because of the County of Passaic’s policy to prepare its financial statements on. the basis of
accounting discussed in the preceding paragraph, the financial statements referred to above do not present
fairly, in conformity with accounting principles generally accepted in the United States of America, the
financial position of the County of Passaic, New Jersey as of December 31, 2008 and 2007 or the results of
its operations for the years then ended.

However, in our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position - regulatory basis of the various funds and account group of the County of Passaic, State of
New Jersey as of December 31, 2008 and 2007 and the results of its operations and changes in fund balance -
regulatory basis of such funds for the years then ended and the statement of revenues - regulatory basis and
the statement of expenditures - regulatory basis for the year ended December 31, 2008, on the basis of
accounting described in Note 1.

Tn accordance with Government Auditing Standards, we have also issued a report dated May 26, 2009 on our
consideration of the County of Passaic, New Jersey internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the financial statements of the County of
Passaic, State of New Jersey taken as a whole. The accompanying schedules of expenditures of federal and
state awards are presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, “Audits of States, Local Governments, and Non-Profit Organizations” and New Jersey
OMB Circular 04-04 and are not a required part of the financial statements. Additionally, the supplementary
information, schedules and exhibits listed in the table of contents are presented for purposes of additional
analysis and are not a required part of the financial statements of the County of Passaic, State of New Jersey.
Such information has been subjected to the auditing procedures applied in the audit of the financial statements
and, in our opinion, based on our audit and the reports of other auditors, is fairly stated, inall aterial respects,
in relation to the financial statements taken as a whole, on the basis of accounting described in Note 1.

Sfeven D. Wielkotz, C.P.A.
Registered Municipal Accountant
No. CR00413

Coal: VOO, Gallondun DA

FERRAfOLI, WIELKOTZ, CERULLO & CUVA,P.A.
Certified Public Accountants _
May 26, 2009 FWC
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COUNTY OF PASSAIC
Comparative Balance Sheet-Regulatory Basis
Current Fund

December 31, 2008 and 2007

Exhibit A

Ref 2008 2007
Assets
Current Fund:
Cash A-4 $ 51,072,251 50,891,097
Investments A4 500,055 500,000
Change Fund A-5 675 675
Cash - Fiscal Agent for Health Benefits 570,000 570,000
52,142,981 51,961,772
Receivables and Other Assets with Fuli Reserves:
Revenue Accounts Receivable A-8 948,561 1,917,500
Amount Due from:
Clearing Account A-9 313,621 152,518
Payroll Agency Account A-9 175
Conficated Trust Fund A-9 1,583
General Capital Fund A-G 405,266 330,524
1,669,206 2,400,542
Deferred Charges:
Emergency Authorization 10,000,000
10,000,000
53,812,187 64,362,314
Federal and State Grant Fund:
Grants Receivable A-T 38,284,754 34,317,719
Toue from Current Fund A-17 4,827,872 648,742
43,112,626 34,966,461
Total Assets $ 96,924,813 99,328,775




COUNTY OF PASSAIC
Comparative Balance Sheet-Regulatory Basis
Current Fund

Becember 31, 2008 and 2007

Exhibit A

Ref. 2008 2007
Liabilities, Reserves and Fund Balance
Current Fund:

Appropriation Reserves A-3/A-10 3 18,246,069 16,308,448
Accounis Payable , A-11 504,230 494,423
Encumbrances Paysble A-12 3,817,456 6,784,928
Emergency Note Payable A-4 10,000,000
Due to State & Federal Grants Fuad A9 4,827,872 648,742
Due to Other Trust Fund AG 479,311 432209
Due to Community Development Grant Fund A9 104,349 21,932
Miscellaneous Reserves A-15 5,252,611 2,339 501
33,232,098 37,030,183

Reserve for Receivables Contra 1,669,206 2,400,542
Fund Balance A-1 18,910,883 24,931,589
53,812,187 64,362,314

Federal and State Grant Fund:

Armount [ue to General Capital Fund A-17 .4,000,000 4,000,000
Accounts Payable A-11 43,010 43,010
Commitments Payable A-13 4,344 653 5,845,671
Reserve for State and Federal Grants - Appropriated A-14 34,619,490 24,989,443
Reserve for State and Federal Grants - Unappropriated A-16 105,473 88,337
43,112,626 34,966,461

Total Liabilities, Reserves and Fund Balance $ 96,924 813 99328775

See accompanying notes to financial staterments,



Exhibit A-1
COUNTY OF PASSAIC |
Comparative Statement of Operations and Changes in Fund Balance-Regulatory Basis
Current Fund

Years Ended December 31, 2008 and 2007

008 2007
Revenues and Other Income:
Fund Balance Utilized $ 14,931,589 9,563,504
Miscellaneous Revenue Aaticipated 131,011,783 141,698,169
Receipts from Current Taxes 277,340,015 253,377,231
Non-Budget Revenue 4,871,570 5,741,508
Other Credits to Income:
Unexpended Balance of Appropriation Reserves 7,750,167 14,494,471
Prior Year Interfunds Returned 483,042 105,647
Cancellation of Accounts Payable © 72,122
Cancellation of Appropriated Reserves 248,090
Total Revenues and Other Income 436,636,256 424,852,652
Expenditures:
Budget and Emergency Appropriations:
Operations:
Salaries and Wages 136,311,198 144,718,770
Other Expenses 197,753,431 193,813,028
Capital Improvement Fund 950,000 750,000
Debt Service 47,567,886 44,414,489
Deferred Charges and Statutory Expenditures 44,092,482 26,789,803
Interfunds and Receivables Originating in Current Fund 943,270 483,043
Cirant Receivables Canceled 107,106
Total Expenditures 427,725,373 410,969,133
Excess Revenue Over Expenditures 8,910,883 13,883,519
Adjustments to Income Before Surplus:
Expenditures included above which are by Statute Deferred
Charges {o Budget of Succeeding Year 10,000,000
Statutory Excess to Surplus 8,910,883 23,883,519
Fund Balance, January 1, 24,931,582 10,611,574
33,842,472 34,495,093
Decreased by:
Fund Bailance Utilized as Budget Revenue 14,931,589 9,563,504
Fund Balance, December 31, 5 18,910,883 24,931,589

See accompanying notes fo the financial staternents.

A-3



Exhibit A-2
COUNTY OF PASSAIC
Statement of Revenues-Regulafory Basis
Current Fupd

Year Ended December 31, 2008

Excess or
Budpget Realized {Deficity
Surplus Anticipated 3 14,931,589 14,931,589
Miscellaneous Revenues:
County Clerk 316,822 207,866 {108,956)
Register 7,008,820 4,063,199 (2,945,621)
Surrogate 372,119 360,074 (12,645}
Sheriff 2,534,426 1,527,148 (1,007,278)
Interest on Investments and Deposits 3,589,000 3,286,705 (302,295)
Road Opening Permits 122,000 294358 172,358
Rental Income 284,300 371,250 86,950
Prosecutor's Office - Confiscated Money 131,000 12,000 (119,000}
State Aid - County College Bonds (N.J.5.A. 18A:64-22.6) 1,300,000 1,700,002 400,002
Division of Youth and Family Services 2,823,314 2,823,314
Supplemental Social Security Income 1,676,870 2,223,589 547,119
Maintenance of Patients in State Institutions for Menta Diseases 15,049,015 15,049,015
Maintenance of Patients in State Institutions for Mentally Retarded 12,161,455 12,161,455
County Patients - State Hospital 10,925 20,890 9,965
Aleohol/Drug Abuse 784,732 784,732
Weatherization DHS 191,806 191,806
Aging Arez Grant 2008 1,430,154 1,430,154
Aging Area Grant Nutrition 2008 1,045,060 1,045,060
Bioterrorism Preparedness 516,254 516,254
Casino Revenue 1,669,708 1,669,708
JARC . 264,000 294,000
Insurance Fraud 250,000 250,000
Body Armor ' 10,619 10,619
Gang Suppression Initiative 117,600 117,600
Huran Services 08BERN 174,373 174,373
Hurman Services 0BBERN PASP 405,559 405,559
State Incentive Program 598,969 598,960
State Comrnunity Partnership 509,300 509,300
Family Court Services 279,836 279,836
Tuvenile Accountabiity Block Grant 66,375 66,375
Emergency Management Assistance 32,000 32,000
Passaic County Film Festival 1,006 1,006
Division of Child Behaviorat Health Services 158,456 158,456
Mugicipal Alliance 586,166 586,166
Preakness General - Psych Program ) 255,605 255,605
Body Armor PCSD 77,318 71,318
Universal Service Fund 53,750 53,750
Homelegs HLR2EN 907,294 007,294
Click it or Ticket 4,000 4,000
Subregional Technical Studies Project 48,000 48,000
County Environmental Protection 162,500 162,500
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COUNTY OF PASSAIC

Statement of Revenues-Regulatory Basis

Cwrrent Fund

Year Ended December 31, 2008

UAS! Planner

PC ISO 9001 Training Consortivm
‘Weatherization LIHEAP

DOE Weatherization 2068

Workforce Investment Act 2008/2002
Workforce Investment Act 2008/2009
Workforce Investment Act 2007/2008

215t Century CLC Program

Tustice Assistanes Grant (JAG)

Solid Waste Service Tax

NCA. Program Support

NJ Sex Offender Registry

"Obey the Signs or Pay the Fines" Speed Enfercement Grant
Special Victims Uit Forensic Interviewer
Special Initiative & Transportation

Mentai Health Board

Public Archives & Records Infrastructure Support (PARIS)
NIDL&PS Cornmunity Justice Grant

Law Enforcement Officers Training & Equipment Fund
Clean Communities Programs

Victims of Crime Act

Workforce Investment Act (PIC)

Right to Know Program

Comrmunity Development Block Grant
Special Initiative & Transportation 07
Tobacco Age-of-Sale-Enforcement Program
Preakness Gero-Psych

Worlcforce Investment Act (PEC)

Birch Street Apartments

Preakness Gero-Psych

Elecitons Assistance to Individuals with Disabilities
HIPF Weatherization Assistance Program

CSI Improvement Grant

County Gang, Guns, & Narcotics Task Force

. Subregional Transportation Planning Program

HIP Weatherization

Area Plan Grant - Aging Area Nutrition
Area Plan Grant

UASI Fire Decontamination Task Force
WIA-Workforce Development Center (PIC)
Bioterrorism Preparedness

Farmers Market Nutgition Program
Community Service Block Grant Program
Human Services - Mental Health Services
Emergency Management Assistance

Job Access & Reverse Commute

Film Festival 2005

Added ard Omitted Taxes

Board Inmates at County-State

Board of Inmates at County-Federal

Board of Irunates at County-Philadelphia
Title IV D Parent Locator Program

Fringe Benefits

Budget
306,066
124,500

14,817
171,263
4,245,477
6,483,394
846,167
350,000
20,424
323,943
10,000
34,740
4,000
75,600
1,238,420
6,000
86,900
60,000
61,915
47,831
111,928
4,874,098
15,213
864,476
31,250
24,000
306,670
388,185
454,080
50,465
93,860
75,161
60,000
162,953
98,415
64,252
608,723
587,666
7,000
73,226
731,902
1,000
262,111
32,140
32,000
123,497
1,000
1,216,024

3,050,000

3,750,000

4,680,000
200,000

4,631,600

Realized
306,066
124,500

14,817
171,263
4245477
5,483,394
846,167
350,000
29,424
323,943
10,000
34,740
4,000
75,000
1,238,420
6,000
86,900
60,000
61,915
47,831
111,928

4 874,098
15,213
864,476
31,250
74,000
306,070
388,185
454,080
50,465
93,860
75,161
60,000
162,953
08,415
54,252
608,723
587,666
7,000
73,226
731,902
1,000
262,111
32,140
32,000
123,497
1,000
1,430,282
1,658,520
2,987,84]
3,131,920
361,045
5,004,555

Exhibit A-2

Excess or

{Deficih)

214,258
(1,391,480)
(762,159}
(1,548,080)

161,045

372,955



COUNTY OF PASSAIC

Statement of Revenues-Regulatory Basis

Current Fund

Year Ended December 31, 2008

Indirect Costs - Grants
Preakness Hospital-Medicaid Reimbursements
Youth Center - USDA Meals

Maintenance in Lieu of Rent-Martin Luther King-Soc Serv.

State School Building Aid (Chapter 12}
Park Fees

Telephone Commissions

Capital Surplus

Site Plan Fees

Radio Tower Rental

Security Contract Passaic, Valley Water
Stable Fees

Due from Generat Capital Fund

Due from Clearing Account

Title IV I - 2065 Space Facility Cost Reimbursement
County Clerk P.L. 2001 C370

Register P.L. 2001 C370

Surrogate P.L. 200} C370

Sheriff P.L. 2001 C370

Total Misceilaneous Revenues

Arnount to be Raised by Taxation - County
Purpose Tax

Total Budget Reveaues

Monbudget Revenue

A-8

Exhibit A-2

Excessor
Budget Realized {(Deficif)
500,000 326,988 {173,012)
28,900,000 28,900,600
96,700 101,828 5,128
1,650,000 1,288,339 (361,661)
175,600 100,223 (74,777)
1,635,600 1,835,504 199,504
362,000 239,012 {122,988)
1,000,000 1,000,000
126,000 83,642 (42,358)
14,000 14,000
600,000 597,521 (2,479)
40,000 42,958 2,958
330,000 330,524 524
125,000 125,000
478,000 478,060
167,435 107,435
1,167,907 1,167,907
110,000 110,000
202,506 202,506
137,812,806 131,011,783 (6,801,023}
277,340,015 277,340,015
430,084,410 423 283,387 (6,801,023)
4,871,570
428,154,957



COUNTY OF PASSAIC
Statement of Revenues-Regulatory Basis
Current Fund

Year Ended December 31, 2008

Miscellansous Revenue Not Anticipated:
State of New Jersey - Election
Duplication of Records
Vending Machine Commissions
iD Bureau
Payroll Deduction Fees
Bail Bond Forfeitures
Booking Fees
Bond Fees
Treasury Incentive Program/Misc Credits
Inmate Transportation
Misc. Credits/Refunds
Election Reimbursements
Dynamic Claims Mgt, Inc. ~ EMS collections
Yerizon EDI Payments/Misc Credits
T-Mobile Mise Credits
Storage Charpes
NI PERS/PFRS Credits
Misc PCPO S&W Reibursement
Police Academy Training Fees
Prior Year Refunds
Legal Dept Memo
Aflac Misc Credits
Sheriff's Legal Asst. Pgm
88 A Treas 303 Incentive Pt
VYechicle Auction Fees
Fewire-CMS Retiree
Misc. Restitution
Gang Supression
DMHS Overpayment
Jait Misc.

Fibertech Networks Eng. Fees
Medical "B" EMS Claims

Reso 07-679

Bail Processing

Homeland Security Prior Year Reimbursement
Transfer from Clearing Account
Transfer from Trust

Passaic County Work Release Pgm
PSE&G

Center City Partners

NSF/Bank Rec

Fringe Benefits - Retro

Prior Year Checks Canceled

Other

See accompanying netes to the financial statements.

AG

Exhibit A-2

168,601
85,527
58,468
35,804
12,279

705,332
£,099
93,432

1,108,741
11,967
54,199
82,310
60,530
28,549

2,449
5,810
6,146
15,353
106,603
692,697
1,240
3.468
48,781
48,179
71,325
430,876
2,687
52,267
352,182
24,452
17,537
21,970
56,521
12,552
25,596
27.51%
32,780
16,000
3,588
15,060
12,919
64,053
32,464
98,710

4,871,570
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COUNTY OF PASSAIC

Comparative Balance Sheet-Regulatory Basis

Trust Funds

December 31, 2008 and 2007

Agsets
Other Trust Fund:
Cash
Due from Current Fund
Due from General Capital Fund

Confiscated Trust Fund:
Cash

Self Insurance Fund:
Cash

Community Development Grant Fund:
Cash
Housing Voucher Program Grants Recievable
Due from Current Fund

Total Assets

A22

Ref.

B
B-11

Exhibit B

2008 2007
30,551,043 27,590,712
484,478 435,433

1,300,000

32,335,521 28,026,145
3,403,247 2,726,821
3,403,247 2,726,821
218,657 197,682
218,657 197,682
10,520,518 9,596,458
15,783 31,293
104,549 21,932
10,640,850 9,649,683
46,598,275 40,600,331




COUNTY OF PASSAIC

Comparative Balance Sheet-Regulatory Basis

Trust Fands

December 31, 2008 and 2007

Ref.
Liabilities, Reserves & Fund Balance
Other Trust Fund: ‘
Various Trust Deposits B-3 $
Reserve for Dedicated Revenues B-4
Reserve for Open Space Expenditures B-5
Open Space Grant Commitments Payable B-6
Due to Current Fund B-14
Fund Balance B-1
Confiscated Trust Fund:
Due to Current Fund B-14
Reserve for Confiscated Trust Fund B-7
Self Insurance Fund:
Reserve for Workmen's Compensation B-8
Reserve for Health Benefits B-9
Reserve for Liability Insurance B-10
Community Development Grant Fund:
Account Payable B-12
Reserve for:
Housing Voucher Praogram B-13

&3

Total Liabilities, Reserves and Fund Balance

See accompanying notes to financial statements.
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Exhibit B

2008 © 2007
1,466,227 1,537,784
15,697,391 12,356,591
9,133,626 5,847,607
6,031,121 8,282,174

5,167

1,989 1,989
32,335,521 28,026,145
1,583 3,204
3,401,664 2,723,597
3,403,247 2,726,821
26,407 5,779
186,998 186,854
5,252 5,049
218,657 197,682
1,702,632 2,125,541
8,938,218 7,524,142
10,640,850 9,649,683
46,598,275 40,600,331




Exhibit B-1
COUNTY OF PASSAIC
Statement of Changes in Fund Balance-Regulatory Basis
Other Trust Fund

Year Ended December 31, 2008

Balance - December 31, 2007 $ 1,989

Balance - December 31, 2008 5 1,989

See accompanying notes to financial statements.
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COUNTY OF PASBAIC

Comparative Balanee Sheef-Regulatory Basis

General Capital Fund

December 31, 2008 and 2007

Cash
Grants Receivable
State EFA Receivable
Due from Ferderal and State Grants Fund
Deferred Charges to Future Taxation:
Funded
Unfunded

Total Assets

Liabilities, Reserves and Fund Balance

General Serial Bonds
Creen Acres Loan Paysbie
State EFA Loans Payable
Greent Trust Loans Payable
Bond Anticipation Notes
Capital Leases Payable
Improvement Authorizations:

Funded

Unfunded
Agcounts Payzble
Committments Payable
Due to the Township of Wayne
Capital Improvement Fund
Reserve for Final Payments and Litigation
Reserve for Payment of Bonds and Notes
Due to Current Fund
Due to Other Trust Fund
Reserve for Salt Shed - West Miiford
Reserve for State EFA Loan Payments
Reserve for Interest for Fire Academy
Reserve for Administration Building Settlement
Reserve for Interest for DOT Projects
Reserve for Unappropriated Grants
Reserve for Grants Receivable
Reserve for Bonding Payments
Accrued Interest Payable
Fund Balance

Total Liabilities

Ref.

C2/C-3
C-4

C-15

C-5
C-6

C-26
C-10
C-27
C-28
C-25
C-25

C-7
C-7

C-9
C-11
C-12
€13
C-14
C-13
C-15
C-16
C-17
C-13
C-19
C-20
C-21
Cc-22
C-23
C-24

C-i

$

3

Exhibit C

2008 20017
17,584,513 46,402,169
29,741,851 23,977,315

1,975,000 1,975,000

4,000,000 4,000,000

419,737,092 384,133,465
114,341,365 150,066,336
587,379,821 610,554,285
324,174,000 287,279,000
1,708,435 1,999,465
970,000 1,105,000

564,657
23,642,000 83,286,000
92,320,000 93,750,000
35,630,802 43,952,269
56,475,312 61,494,377
264,927 264,927
20,080,406 21,572,463
55,151 55,151
149,597 155,968
160,258 160,258
9,675,804 2,466,804
405,266 330,523

1,300,000
296,619 296,619
500,000 500,000
1,065,629 956,670
9,786 9,786

3,370,183 5,122,056

2,959,126 2,959,126

9,475,578

24,700

95,060
2,006,125 2,833,823
587,379,821 610,554,285

Footnote: There were Bonds and Notes Authorized But Not Issued on December 31, 2008 and 2007 of

$90,659,365 and $66,780,336, respectively.

Ses accompanying notes to the financial staterments,



Exhibit C-1
COUNTY OF PASSAIC
Statement of Changes in Fund Balance-Regulatory Basis
General Capital Fund

Year Ended December 31, 2008

Balance - December 31, 2007 ' $  2,833.823
Increased by:
Premium on Bond/Note Sales 172,302
3,006,125
Decreased by:
Due to Current Fund - Budgeted Surplus 1,000,000
Batance - December 31, 2008 hY 2,006,125

See accompanying notes to the financial statements.
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COUNTY OF PASSAIC
Comparative Statement of General Fixed Assets-Regulatory Basis

December 31, 2008 and 2007

Exhibit P

2008 2007

General Fixed Agssets:
Land $ 46,613,987 46,613,987
Buildings 208,353,230 204,955,652
Equipment 60,151,894 57,420,881
Construction in Progress 12,446,888 10,864,568
$ 327,565,999 319,855,088
Investment in Fixed Assets § 327,565,999 319,855,088

See accompanying notes to financial statements.
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NOTE 1.

COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body
for establishing governmental accounting and financial reporting principles. The GASB
Codification establishes seven fund types and two account groups to be used by 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 County of Passaic have been prepared in conformity with
accounting principles and practices prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey (the “Division™) which is a
comprehensive basis of accounting other than accounting principles generally accepted in the
United States of America. Such principles and practices 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 County accounts for its financial transactions through the following separate funds and
account group which differ from the fund structure required by GAAP.

A. Reporting Entity

The County of Passaic (the “County”) was organized under an act of the New Jersey Legislative
on February 7, 1837 and operates under an elected Freeholder form of County government. The
County’s major operations include the County judiciary system; law enforcement, recreation,
road and bridge maintenance and construction, the County correctional and penal system, health
and welfare, education and general administrative services.

GASB has issued Statement No. 14 which requires the financial reporting entity to include both
the primary government and those component units for which the primary government is
financially accountable. Financial accountability is defined as appointment of a voting majority
of the component unit’s board, and either a) the ability to impose will be by the primary
government, or b) the possibility that the component unit will provide a financial benefit to or
impose a financial burden on the primary government.

However, the counties in the State of New Jersey do not prepare financial statements in
accordance with GAAP and thus do not comply with all of the GASB pronouncements. The
financial statements contained herein include only those boards, bodies, officers or commissions
as required by NJS 40A:5-5. Accordingly, the County does not include the operations of the
autonomous agencies including the Passaic County Utlities Authority, Passaic County
Community College, Vocational-Technical High School, Employees Retirement System,
Welfare Board and the Private Industry Council of Passaic County which are considered
component units under GAAP. Complete financial statements of the above components can be
obtained by contacting the Treasurer of the respective entity.
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NOTE 1.

COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, {continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation

The County uses funds, as required by the Division, to report on its financial position and the
results of its operations. Fund accounting is designed fo deronstrate legal compliance and to

aid financial administration by segregating transactions related to certain County functions or

activities. An account group, on the other hand, is designed to provide accountability for certain
assets and liabilities that are not recorded in those funds.

The County has the following funds and account group:

Current Fund - This fund is used to account for the resources and expenditures for governmental
operations of a general nature, including Federal and State grants for operations.

Trust Funds - Trust funds are used to account for assets held by the government in a trustee
capacity. Funds held by the County as an agent for individual, private crganizations or other
governments are recorded in the Trust Funds.

Other Trust Fund - This fund is established to account for the assets and resources which
are also held by the County as a trustee or agent for individuals, private organizations, other
governinents and/or other funds. These funds include dedicated fees/proceeds collected,
developer deposits and deposited funds with the County as collateral.

Confiscated Trust Fund - This fund is created to account for assets seized by local and
county law enforcement agencies. Any seized assets forfeited are allocated to the respective
agencies or returned upon the conclusion of each legal case filed.

SelfInsurance Fund - This fund is used to account for expenditures for Worker’s
Compensation and General Liability insurance claims and premiums.

Community Development Grant Fund - This fund is used to account for grant proceeds and
related expenditures for Housing and Urban Development Grant Entitlements.

General Capital Fund - This fund is used to account for the receipts and disbursements of funds
used for the acquisition or improvement of general capital facilities, other than those acquired
in the Current Fund.

General Fixed Assets Account Group - To account for all fixed assets of the County. The
County’s infrastructure is not reporied in the group.
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NOTE L

COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation, (continued)

Basis of Accounting

A modified accrual basis of accourting is followed by the County of Passaic. Under this method |
of accounting revenues are recognized when received and expenditures are recorded, when
incurred. The accounting principles and practices prescribed for counties by the Division differ
in certain respects from accounting principles generally accepted in the United States of America
(GAAP) applicable to local government units.

Property Tax Revenues - Real property taxes are assessed to each mumnicipality within the
County, based upon a County wide assessment at true equalized value. Taxes are payable in four
quarterly installments on February 15, May 15, August 15 and November 15. The amounts of
the first and second instaliments are deternined as one-quarter of the total tax levied against the
municipality for the preceding year. The installment due the third and fourth quarters is
determined by taking the full tax as levied for the current year against the municipality, less the
amount previously charged as the first and second installments, the remainder being divided
equally. If unpaid on these dates, the amount due becomes delinguent and subject to interest at
6% per annum. In accordance with the accounting principles prescribed by the State of New
Jersey, taxes receivable are realized as revenue when collected. Since delinquent taxes are fully
reserved, no provision has been made to estimate that portion of the taxes receivable that are
uncollectible. GAAP requires property tax revenues to be recognized in the account period
when they become subsequent to accrual, reduced by an allowance for doubtful accounts.

Miscellaneous Revenues - miscellaneous revenues are recognized on a cash basis. Receivables
for the miscellaneous iterns that are susceptible to accrual are recorded with offsetting reserves
on the balance sheet of the County’s Current Fund. GAAP requires such revenues to be
recognized in the accounting period when they become susceptible to accrual.

Grant Revenues - Federal and State grants, entitlements or shared revenues received for purposes
normally financed through the Current Fund are recognized when anticipated m the County’s
budget. GAAP requires such revenues to be recognized in the accounting period when they
become susceptible to accrual.

Budgets and Budgetary Accounting - An annual budget is required to be adopted and integrated
into the accounting systemn to provide budgetary control over revenues and expenditures. Budget
amounts presented in the accompanying financial statements represent amounts adopted by the
County and approved by the State Division of Local Govermment Services per N.J.5.A. 40A:4
et seq. '
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NOTE 1.

COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007

(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation, (continued)
The County is not required to adopt budgets for the following funds:

Trust Funds.
General Capital Fund

The governing body shall introduce and approve the annual budget not later than January 26, of
the fiscal year. The budget shall be adopted not later than February 25, and prior to adoption

-must be certified by the Division of Local Government Services, Department of Community

Affairs, State of New Jersey. The Director of the Division of Local Government Services, with
the approval of the Local Finance Board may extend the introduction and approval and adoption
dates of the County budget. The budget is prepared by fund, function, activity and line item
(salary or other expense) and inchudes information on the previous year. The legal level of
control for appropriations is exercised at the individual line item level for all operating budgets
adopted. Emergency appropriations, those made after the adoption of the budget and
determination of the tax rate, may be authorized by the governing body of the County. During
the last two months of the fiscal year, the governing body may, by a 2/3 vote, amend the budget
through line item transfers. Management has no authority to amend the budget without the
approval of the Government Body. Expenditures may not legally exceed budgeted
appropriations at the line item level. During 2008, the Governing Body approved additional
revenues and appropriations of $24,865,029 in accordance with N.J.S.A. 40A:4-87. Inaddition,
several budget transfers were approved by the governing body.

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 an encumbrance accounting system. Outstanding
encumbrances at December 31, are reported as a cash liability in the financial statements.
Unexpended or uncommitted appropriations, at December 31, are reported as expenditures
through the establishment of appropriation reserves unless canceled by the governing body.
GAAP requires expenditures to be recognized in the accounting period in which the fund
Hability is incurred, if measurable, except for unmatured interest on general long-term debt,
which should be recognized when due.

Encumbrances - Contractual orders outstanding at December 31, are reported as expenditures
through the establishment of an encumbrance payable. Encumbrances do not constitute
expenditures under GAAP.

Appropriation Reserves - Are available, until lapsed at the close of the succeeding year, to meet
specific claims, commitments or contracts incurred during the preceding year. Lapsed

appropriation reserves are recorded as additions to income. Appropriation reserves does not
exist under GAAP.
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NOTE 1.

COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (coﬁﬁnued)

B. Measurement Focus. Basis of Accounting and Basis of Presentation, (continued)

Compensated Absences - Expenditures relating to obligations for unused vested accurnulated
vacation and sick pay are not recorded until paid. GAAP requires that the amount that would
normally be liquidated with expendable available financial resources be recorded as an
expenditure in the operating funds and the remaining obligations be recorded as a long-term
obligation.

Self-Insurance Contributions - Payments to self-insurance funds are charged to current budget
appiopriations. GAAP requires payments to be accounted for as an operating transfer and not
as an expenditure.

Tnterfunds - Interfund receivables in the Current Fund are recorded with offsetting reserves
which are created by charges to operations. Income is recognized in the year the recetvables are
liquidated. Interfund receivabies in the other funds are not offset by reserves. GAAP does not
require the establishment of an offsetting reserve.

Inventories - The costs of inventories of supplies for all funds are recorded as expenditures at
the time individua! items are purchased. The costs of inventories are not included on the various
balance sheets.

Cash and Investments - Cash includes amounts in demand deposits as well as short-term
investments with 2 maturity date within one year of the date acquired by the government.
Investments are stated at cost which approximates fair value and are limited by N.J.S.A. 40A:5-
15.1 to bonds or obligations of, or guaranteed by, the Federal Government and bonds or other
obligations of Federal or local units having a maturity date not more than twelve months from
the date of purchase.

Incurred But Not Reported (IBNR) Reserves - The County has not created a reserve for any
potential unreported losses which have taken place but in which the County has not received
notices or report of losses. Additionally, the County has not recorded a liability for those claims
filed, but which have not been paid. GAAP requires the establishment of reserves for such
potential claims.

Deferred Charges to Future Taxation Funded and Unfunded - Upon the authorization of capital
projects, the County 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 nonfunding of the authorized cost of capital projects.
According to N.J.S.A. 40A:2-4, the County may levy taxes on all taxable property within the
local unit to repay the debt. Annually, the County raises the debt requirements for that particular
year in the current budget. Asthe fundsare raised by taxation, the deferred charges are reduced.
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NOTE 1.

COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2607
(continued)

SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES, (continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation {continued)

General Fixed Assets - The County of Passaic has developed a fixed assets accounting and
reporting system, as promulgated by the Division of Local Government Services, which differs

in certain respects from generally accepted accounting principles.

Fixed assets used in governmental operations (general fixed assets) are accounted for in the
General Fixed Assets Account Group. Public domain (“infrastructure”) general fixed assets
consisting of certain improvements other than buildings, such as roads, bridges, curbs and
putters, streets and sidewalks and drainage systems are not capitalized.

Fixed assets purchased after December 31, 1989 are stated at cost.

Fixed assets purchased prior to December 31, 1989 are stated as follows:

Land Assessed Value

Buildings Fair Market Value (Replacement Cost at Time of
Acquisition or construction Completion)

Equipment
Acquired Prior to 12/31/85 Replacement Cost
Acquired After 12/31/85 Actual Cost Where Available or Estimated
Replacement
Construction Work in Progress Actual Cost

No depreciation has been provided for in the financial statements.

GAAP requires that fixed assets be capitalized at historical or estimated historical cost if actual
historical cost is not available.

Use of Estimates - The preparation of financial statements requires management of the County
to make estimates and assumptions that affect the reported amounts of assets and labilities and
disclosure of contingent assets and liabilities at the date of the financial staternents and the
reported amounts of revenues and expenses during the reporting period. Accordingly, actual
results could differ from those estimates.
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NOTE 1.

NOTE 2.

COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 20608 AND 2007
{continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B. Measurement Focus. Basis of Accounting and Basis of Presentation, (continued)

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

. BRasic Financial Statements

The GASB Codification also defines the financial statements of a governmental unit to be
presented in the general purpose financial statements to be in accordance with GAAP. The
County presents the financial statements listed in the table of contents which are required by the
Division and which differ from the financial statements required by GAAP. In addition, the
Division requires the financial statements listed in the table of contents to be referenced to the
supplementary schedules. This practice differs from GAAP.

CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash

Cusfodial Credit Risk - Deposits

Custodial credit risk is the risk that in the event of a bank failure, the government’s deposits may
not be returned to it. The County’s policy is based on New Jersey Statutes requiring cash be
deposited only in New Jersey based banking institutions that participate in New Jersey
Governmental Depository Protection Act (GUDPA) or in qualified investments established in
New Jersey Statutes 40A:5-15.1(a) that are treated as cash equivalents. As of December31,
2008, $-0- of the County’s bank balance of $117,583,625 was exposed to custodial credit risk.

Investments .

Investment Ratfe Risk

The County 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.
However, New Jersey Statutes 40A:5-15.1(a) limits the length of time for most investments to
397 days.
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COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007
(continued)

NOTE 2. CASH. CASH EQUIVALENTS AND INVESTMENTS, (continued)

Credist Risk

New Jersey Statutes 40A:5-15.1(a) limits municipal investments to those specified in the
Statutes. The type of allowance investments are Bonds of the United States of America, bonds
ot other.obligations of the towns or bonds or other obligations of the local unit o1 units within
which the town is located: obligations of federal agencies not exceeding 397 days; government
money market mutual funds; the State of New Jersey Cash Management Plan; local government
investment pools; or repurchase of fully collateralized securities.

Concentration of Credit Risk

The County places no limit on the amount the County may invest in any one iSsuer.

NOTE 3. COUNTY DEBT

Long-term debt as of December 31, 2008 consisted of the following:

Amounts Due

Balance Ending Within
Dec. 31, 2007 Additions Reductions Balance One Year
Ronds Paysable -~ General
Obligation Debt $287,279,000 $59,640,000  $22,745,000 $324,174,000 $25,555,000
Capital Leases 93,750,000 1,430,000 92,320,000 1,905,000
Other Liabilities:
Compensated Absences 43,228,925 1,849,405 39,379,520
New Jersey:
DEP Loans 1,999,465 291,030 1,708,435 224,688
EFA Loans 1,105,000 135,000 970,000 145,000
Green Trust Loans 564,657 564,657 318,440

$425.,362,390 $60.204.657 326450435 $459.116,612 $27.868,128

The Local Bond Law govemns the issuance of bonds and notes to finance general capital
expenditures. All bonds are retired in serial installments within the statutory period of
usefulness. Bonds issued by the County are general obligation bonds, backed by the full faith
and credit of the County. Bond anticipation notes, which are issued to temporarily finance
capital projects, must be paid off within ten years and five months or retired by the issuance of
bonds.
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COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007

(continued)

NOTE 3. COUNTY DEBT, (continued)

The County’s debt is summarized as follows:

2008 2007
Issued .
General
Bonds, Notes and [Loans $351,059,092 $373,669,465
Less: Funds Temporarily Held to Pay Bonds 22,610,508 500,000
and MNotes
Additional Borrowing for County College 41,219,000 36,542,000
Refunding Bonds 26,185.000 27.610.000
90,014,508 64,652,000
Net Debt Issued 261,044,584 309,017,465
Authorized But Not Issued
General
Bonds and Notes 90.699.365 66.780,336

Net Bonds and Notes Issued and Authorized
But Not Issued

$351.743.949

$375,797.801

The summarized statement of debt condition which follows is extracted from the County’s
Annual Debt Statement, indicates a statutory net debt o 0.64% and 0.74% at December 31, 2008

and 2007, respectively.
Gross Debt Deductions Net Debt
2008
General debt $441.758.457 $90.014.508 $351.743,540
2007
General debt $441.325.898 $64.652.000 $376.673.898

The County’s remaining borrowing power under N.J.5. 40A:2-6, as amended, at December 31,

was as follows:

2% of equalized valuation basis (county)
Net debt
Remaining Borrowing Power
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375,797.801

$5744.853.472

$642.001,929




NOTE 3.

COUNTY OF PASSAIC, N.J.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2608 AND 2007

(continued)

COUNTY DEBT, (continued)

The County’s long-term debt consisted of the following at December 31, 2008 and 2007:

Paid by Current Fund:

General Obligation Bonds -

$6,225,000, 1968 Bonds, due in annual installments
of $85,000 to $200,000 through August 1, 2008,
interest at 4.7%

$18,955,000, 1992 Bonds, due in annual installments
of $530,000 to $2,805,000 through December 1,
2009, interest at various rates from 4.70% to 7.00%

$41,940,000, 1993 Bonds, due in annual installments
of $395,000 to $2,925,000 through September 1,
2016, interest at various rates from 4.00% to 5.20%

$5,404,000, 1996 Bonds, due in annual installments
of $260,000 to $395,000 through Nov. 2012, interest
at 5.35%

$30,100,000, 1998 Bonds, due in annual installments
of $700,000 to $2,500,000 through Sept. 2020,
interest at 5.88% to 6.77%

$665,000, 1998 Bonds, due in annual installments of
$220,000 to $225,000 through Sept. 2018-2020,
interest at 6.77%

$4,495,000, 2000 Bonds, due in annual instaliments
of $200,000 to $375,000 through Aug. 1, 2015,
interest at 5.10%.

$4,494,000, 2000 Bonds, due in annual installments
of $200,000 to $374,000, through Aug. 1, 2015,
interest at 5.05%

$14,000,000, 2000 Bonds, due in annual installments
of $150,000 to $1,690,000 through Sept. 15,2015,
interest at 5.00%
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COUNTY OF PASSAIC, N.J.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007

{continued)

NOTE 3. COUNTY DEBT, (continued)

$31,145,000, 2001 Bonds, due in annual installments
of $100,000 to $2,330,000, through March 1, 2019,
interest at 4.00% to 5.25%

$19,250,000, 2001 Bonds, due in annual installments
of $850,000 to $1,700,000, throngh March 31, 2016,
interest at 4.375%

$14,965,000, 2001 Bonds, due in annual installments
of $250,000 to $1,665,000, through Sept. 15, 2015,
interest at 4.20%

$9,485,000 2002 Bonds, due in annual installments
of $155,000 to $1,430,000 through Sept. 15, 2014,
interest at 3.5% 10 3.65%

$1,033,000 2002 Bonds, due in annual installments
of $85,000 to $98,000 through Sept. 15, 2014,
interest at 3.5% to 3.65%

$2,515,000 2002 Bonds, due in annual installments
of $45,000 to $365,000 through Sept. 15, 2014, .
interest at 3.5% to 3.75%

$6,560,000 2003 Bonds, due in annual installments
of $25,000 to $880,000 through Feb. 15, 2021,
interest at 2.00% to 5.75%

$18,447,000 2003 Bonds, due in annval installments
of $290,000 to $2,790,000 through Sept. 15, 2017,
interest at 3.00% to 3.75%

$1,500,000 2003 Bonds, due in annual installments
of $125,000 through Sept. 15, 2015, interest at
3.00% to 3.50%

$11,997,000 2003 Bonds, due in annual installments
of $50,000 to $2,027,000 through Aug. 15, 2016,
interest at 4.20% to 4.25%
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2007

22,985,000

13,625,000

11,565,000

8,245,000

608,000

2,180,000

5,410,000

16,437,000

1,000,000
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COUNTY OF PASSAIC, N.J.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007

(continued)

NOTE 3. COUNTY DEBT, (continued)

$2,010,000 2003 Bonds, due in annual installments
of $165,000 to $170,000 through Aug. 15, 2015,
interest at 4.20%

$21,855,000 2003 Bonds, due in annual installments
of $1,915,000 to $2,925,000 through Mar. 1, 2016,
interest at 5.20%

$19,495,000, 2004 Bonds, due in annual installments
of $1,025,000 to $3,745,000, through March 15,
2016, interest at 3.0% t0 3.5%

$12,220,000, 2004 Bonds, due in annual installments
of $1,095,000 to $1,295,000, through May 1, 2017,
interest at 3.0% to 3.375%

$41,870,000, 2004 Bonds, due in annual instaliments
of $580,000 to $2,650000, through September 1,
2021, interest at 2.25% to 4.75%

$7,660,000, 2004 Bonds, due in annual installments
of $1,500,000 to $3,065,000, through September 1,
2009, interest at 3.5% to 5.0%

$4,788,000, 2004 Bonds, due in annual installments
of $250,000 to $488,000, through October 15, 2017,
interest at 3.6%

$4,784,000, 2004 Bonds, due in annual installments
of $418,000 to $566,000, through May 1, 2014,
interest at 3.25%

£20,000,000, 2005 Bonds, due in annual instaliments
of $25,000 to $2,275,000, through June 1, 2019,
nterest at 3.75% to 4.00%

$20,000,000 Bonds, due in annual installments of
$25,000 to $2,600,000 through June 1, 2026,
interest at 4.375% to 4.5%
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COUNTY OF PASSAIC, N.J.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007

(continued)

NOTE3. COUNTY DEBT, (continued)

$3.050,000 Bonds, due in annual installments of
$200,000 to $300,000 through November 15,
2018, interest-at 3.625% to 4.0% .

$3,050,000 Bonds, due in annual installments of
$200,000 to $300,000 through November 15,
2018, interest at 3.625% to 4.0%

$5,950,000 Bonds, due in annual installments of
$350,000 to $625,000 through November 15,
2019, interest at 3.625% to 4.0%

$5,950,000 Bonds, due in annual instailments of
$350,000 to $625,000 through November 15,
2019, interest at 3.625% to 4.0%

$48 625,000 Bonds, due in annual installments of
$25,000 to $4,225,000 through May 1, 2028,
interest at various rates from 4.0% to 4.5%

$2,938,000 Bonds, due in annual instailments of
$135,000 to $438,000 through May 1, 2019,
interest at various rates from 4.0% to 5.0%

$8,077,000 Bonds, due in annual installments of
$540.000 to $812,000 through May 1, 2020,
interest at various rates from 4.0% to 5.0%

Intergovernmental Loans Payable

2008 2007
2,640,000. 2,850,000
2,640,000 2,850,000
5,600,000 5,950,000
5,600,000 5,950,000

48,625,000

2,938,000

8.077.000
$324.174.000 $287,279,000

The County has entered into a loan agreement with New Jersey Department of Environmental

Protection for the financing relating to the Acquisition of Sterling Forest.

$564,657 Loan, due in semi-annual installments of $19,124 to

$24.526 through August 28, 2021, interest at 2.0%

$5,300,000, 1994 Loan due in semi-annual installments of

$114,032 to $163,154 through May 3, 2014, interest at

2.00%
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COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007
(continued)

NOTE 3. COUNTY DEBT, (continued)

The County has entered into a loan agreement with the New Jersey Educational Facilities
Authority for the financing related to the acquisitions for the County College of Passaic.

$1,975,000, 1999 Loan due in semi-annual installments of
$90,000 to $175,000 through Sept. 1, 2014, interest at
4.80 % to 6.80% 970,000

$3.243.092

The County’s principal and interest for long-term debt issued and outstanding at December 31,

2008 is as follows:
Bonds Loans
Calendar
Year Principal Interest Principal Interest Total
2009 $25,555,000 $14,256,886 $480,319 393,776 $40,385,981
2010 26,230,000 13,180,934 492,059 79,931 39,982,924
2011 27,510,000 12,072,029 508,934 65,556 40,156,519
2012 29,169,000 10,804,405 520,949 50,382 40,544,736
2013 29,915,000 9,473,680 538,103 34,648 38.961,431
2014-2018 121,355,060 27,713,007 559,169 37,687 149,664,863
2019-2023 38,165,000 9,403,547 143,559 5,066 47,717,172
2024-2028 26,275,000 2,707,937 28.982.937
$324.174.000 399612425 $3.243.092 3367046 $427.396.563

NOTE 4. BOND ANTICIPATION NOTES

The County 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 must be
paid no later than the first day of the fifth month following the close of the tenth fiscal year
following the date of the original notes. The State of New Jersey also prescribes that on or
before the third anniversary date of the original note a payment of an amount at least equal to the
first legally payable installment of the bonds in anticipation of which such notes were issued be
paid or retired. A second and third legal installment must be paid if the notes are to be renewed
beyond the fourth and fifth anniversary date of the original issuance.
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COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007
(continued)

NOTE 4. BOND ANTICIPATION NOTKS, (continued)

On December 31, 2008, the County had $23,642,000 in outstanding bond anticipation notes
maturing at an interest rate of 4.0%.

The following activity related to bond anticipation notes occurred during the calendar year ended

December 31, 2008.
Beginning Ending
Balance Additions Reductions Balance
Notes Payable:
PNC Capital Markets, LLC $83,286,000 $83,286,000 50
Axiom Capital Management, Inc. 23.642.000 23.642.000

$83.286.000 $23.642.000  $83.286.000  $23,642.000

NOTES5. CAPITAL LEASES PAYABLE

n 2005 and 2006, the County entered into two lease agreements with the Passaic County
Improvement Authority to fund improvement projects at the Prosecutor’s office and Preakness
Healthcare Center in the amounts of $6,000,000 and $87,960,000, respectively. Annual debt
service requirements for these capital leases are as follows:

Year Principal Interest Total
2009 $1,905,000 $4,256,945 $6,161,945
2010 1,975,000 4,186,284 6,161,284
2011 2,050,000 4,112,344 6,162,344
2012 2,125,000 4,035,606 6,166,606
2013 2,220,000 3,940,859 6,160,859
2014-2018 12,825,000 17,994,833 30,819,833
2019-2023 15,945,000 14,890,206 30,835,206
2024-2028 18,545,000 10,857,163 29,402,163
2029-2033 22,585,600 5,883,381 28,468,381
2034-2038 12,145,000 705,250 12.850.250
$92.320.000 $70.862.871 $163,182.871
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COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 20068 AND 2007
(continuerd)

NOTE 6. FIXED ASSETS

The following is a summary of the General Fixed Assets Account Group as of December 31,

2008 and 2007,
' Balance Balance
2008 Dec, 31,2007 Additions Retirements Dec. 31, 2008
Land S 346,613,987 3 $ $46,613,087
Buildings and Building ‘ o ‘
Improvements 204,955,652 3,397,578 208,353,230
Machinery and Equipment 57,420,881 4,486,242 1,755,229 60,151,894
Construction in Progress 10,864,568 1.744.502 162,182 12.446.888
$319,855,088 39.628.322 $1.917.411 $327.565.999
Balance ' Balance
2007 Dec. 31, 2006 Additions Retirements Dec. 31, 2007
Land 346,613,987 3 $ 546,613,087
Buildings and Building
Improvements 204,210,245 745,407 204,955,652
Machinery and Equipment 55,474,543 3,448,609 1,502,271 57,420,881
Construction in Progress 6.302.952 4,561,616 10,864,568

$312.601.727 38,755,632 $1.502.271 $319,855.088

NOTE 7. INTERFUND BALANCES AND ACTIVITIES

Balances due to/from other funds at December 31, 2008 consist of the following:
$405,266 Due to the Current Fund from the General Capital Fund for reimbursement of
interest earned on investments.

313,621 Duetothe Current Fund from the Clearing Account to return cash deposited in error
and void checks.

175 Due to the Current Fund from the Payroil Agency Account to return cash deposited
in error.

1,583 Due to the Current Fund from the Confiscated Trust Fund for reimbursement of
budget expenditures.

4,827,872 Dueto the Federal and State Grant Fund from the Current Fund for grants received.
582,277 Due to the Trust Fund from the Current Fund to cover fund transfers.
1,300,000 Due to the Trust Fund from the General Capital Fund to cover fund transfers.

4,000,000 Due to the General Capital Fund from the Federal and State Grant Fund to cover
grant expenditures.

$11.430,794

It is anticipated that all interfunds will be liquidated during the fiscal year.
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NOTE 8.

NOTE 9.

NOTE 10.

COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 20067
(continued)

FUND BALANCES APPROPRIATED

Pund balances at Decernber 31, which were appropriated and included as anticipated revenue in
their own respective funds for the succeeding years were as follows:

2008 007

Current Fund $14.418.102  $14.931,589

ACCUMULATED VACATION AND SICK PAY (UNAUDITED)

Under the existing policies of the county, certain employees are allowed to accumulate (with
certain restrictions) unused vacation and sick pay over the life of their working careers and fo
redeem such unused leave fime in cash upon retirement or by extended absence immediately
preceding retirement.

The maximum sick leave benefits an employee is entitied to at retirement is $12,000. Employees
are entitled to carryover one year vacation time (with certain exceptions).

Tt is estimated that the current cost of such unpaid compensation, which was not audited by us
would approximate $39,379,520 and $41,228,925 at December 31,2008 and 2007, respectively.
These amounts which are considered material to the financial statements, are not reported either
as an expenditure or lability.

EMPLOYEE RETIREMENT SYSTEM

Substantially all of the County’s employees participate in one of the following contributory
defined benefit public employee retirement systems which have been established by State statute:
the Police and Firemens’ Retirement System (PFRS) or the Public Employees’” Refirement
System (PERS). These systems are sponsored and administered by the State of New Jersey. The
Public Employees’ Retitement System and the Police and Firemens’ Retirement System (PFRS)
are considered a cost sharing multiple-employer plans. According to the State of New Jersey
Administrative Code, 211 obligations of the systems will be assumed by the State of New Jersey
should the systems terminate.

The State of New Jersey, Department of the Treasury, Division of Pensions and Benefits, issues
publicly available financial reports that include the financial statements and required
supplementary information for PERS and PFRS. The financial reports may be obtained by
writing to the State of New Jersey, Department of the Treasury, Divisions of Pensions and
Benefits, P.O. Box 295, Trenton, NJ 08625-0295.
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NOTE 10.

COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2067
(continued)

EMPLOYEE RETIREMENT SYSTEM, (continued)

Description of Systems, Contribution Information and Funding Policies:

Public Employees’ Retirement System (PERS)

The Public Employees’ Retirement System was established in January, 1955 under the
provisions of N.J.S.A. 43:15A to provide retirement, death, disability and medical benefits to
certain qualified members. Membership in the System is mandatory for substantially all full time
employees of the State or any county, municipality, school district or public agency provided the
employee is not required to be a member of another State-administered retirement systern. The
System’s Board of Trustees is primarily tesponsible for the administration of the System.

Vesting and Benefit Provisions - The vesting and benefit provisions are set by N.J.S.A. 43:15A
and 43:3B. The System provides retirement, death and disability benefits, as well as medical
benefits for certain qualified members. All benefits vest after eight to ten years of service, except
for medical benefits, which vest after 25 years of service. Retirement benefits for age and service
are available at age 60 and, under recently enacted legislation referred to below, are generally
determined to be 1/55 of final average salary for each year of service credit (as defined). Final
average salary equals the average salary for the final three years of service prior to retirement (or
highest three years’ compensation if other than the final three years). Members may seek early
retirement after achieving 25 years of service credit, as defined, or they may elect deferred
retirement after achieving eight fo ten years of service credit, in which case benefits would begin
the first day of the month after the member attains normal refirement age.

The System provides specified medical benefits for members who retire after achieving 25 years
of qualified service, as defined, or under the disability provisions of the System.

Members are always fully vested for their own contributions and, after three years of service
credit, become vested for earnings on their contributions at 2% per annum. In the case of death
before retirement, members® beneficiaries are entitled to full interest credited to the members’
accounts.

Hligible retirees receiving monthly benefits are entitled to cost-of-living increases equal to 60%
of the change in the average consumer price index for the calendar year in which the pensioner
retired as compared to the average consumer price index for a 12-month period ending with each
August 31" immediately preceding the year in which the adjustment becomes payable. The
regular retirement allowance is multiplied by the 60% factor as developed and results ina dollar
amount of the adjustment payable. Retired members become eligible for pension adjustment
benefits after 24 months of retirement.
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EMPLOYEE RETIREMENT SYSTEM, (continued)

Two pieces of legislation passed during 2001 have a significant impact on the System’s benefit
provisions: Chapter 133, Public Law of 2001, increases retirement benefits for service, deferred
and early retirement by changing the formula from. 1/60 to 1/55 of final compensation for each
year of service. This legislation also increases the retirement benefit for veteran members with
35 or more years of service and reduces the age qualification from 60 to 55. The legislation
further provides that existing retirees and beneficiaries would also receive a comparable
percentage increase in their retirement allowance. The benefit enhancements are effective with
the November 1, 2001 benefit checks. Chapter 120, Public Law of 2001, establishes an
additional retirement option for plan members. Under the new option, a retiree’s actuarially
reduced allowance (to provide a benefit to the retiree’s beneficiary upon the retiree’s death)
would “pop-up” to the maximuim retirement allowance if the beneficiary predeceases the retiree.

Contributions - The contribution policy is set by N.J.S.A. 43:15A and requires contributions by
active members and contributing employers. Plan member and employer contributions may be
amended by State of New Jersey legislation. Members contribute at a uniform rate. From
January 1, 1998 to December 31, 1999, the contribution rate was 4.5% of base salary. In
accordance with Chapter 415, P.L. 1999, the member rate was jowered to 3.0% effective
January 1, 2000. Employers are required 1o contribute at an actuarially determined rate. The
annual employer contribution includes funding for basic retirement allowances, cost-of-living
adjustments and noncontributory death benefits. The State of New Jersey’s contribution also
includes funding for the cost of medical premiums after retirement for qualified retirees. In
accordance with Chapter 62, P.L. 1994, post-retirement medical benefits are funded on a pay-as-
you-go basis plus an additional contribution that will ensure an increase in the Post-Retirement
Medical Reserve Fund equal to % of 1% of the salary of active state employees.

Chapter 133, P.L. 2001, provides for increased benefits for certain types of retirement. Under
this legislation, the cost of the increased benefits will be funded using excess assets. To fund the
initial accrued liability, the actuarial value of assets for the valuation period ending June 30,
1999, will be the full market value of the assets as of that date. The required normal
contributions on behalf of active members will also be funded using available excess assets. A
benefit enhancement fund will be established and maintained from which required normal
contributions for the benefit enhancements will be charged. The legislation requires that the
assets of the benefit enhancement fund shall not exceed the present value of the expected
additional normal contribution over the expected working lives of the active members for the
valuation period. If excess assets are not available when contributions are required, the
legislation further provides that the state shall be responsible for the cost of the increased benefits
for both State and local members. The amount of excess assets that can be utilized is also
limited to the erployee contributions for the year in which a payment is required. If the required

funding in any year exceeds the employee confributions, the State shall also be responsible for
funding the excess amount.
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EMPLOYEE RETIREMENT SYSTEM, (continued)

Legislation passed in 1997 (Chapter 115, P.L. 1997) provided for the use of excess actuarial
valuation assets to offset the required normal contributions of the State of New Jersey and the
local participating employers.

Through FY 2002, excess assets may be used to the extent possible fo offset normal
contributions. Thereafter, a certain percentage of available excess assets may be used as
specified in the legislation.

As artesult of Chapter 115, for the years ended June 30, 2004, 2003 and 2002, contributions by
the State of New Jersey were limited to funding for post-retirement medical benefits while local
employer contributions were limited to funding for early retirement incentive benefits. Employer
contributions for basic pension benefits, noncontributory death benefits and cost-of-living
adjustments were funded by excess assets for both the State and local employers.

The County’s contribution to the public employee’s retirement system, equal to the required
contributions for each year, were as follows:

Year Ended
December 31 Amount
2008 $7.524,061
2007 4.290,144
2006 1,904,924

Police and Firemens’ Retirement System (PFRS)

The Police and Firemens® Retirement System was established in July 1944 under the provisions
of N.J.S.A. 43:16A to provide retirement, death and disability benefits to its members.
Membership is mandatory for substantially ali full time county and municipal police and firemen,
and state firemen or officer employees with police powers appointed after June 30, 1944. The
Systern’s Board of Trustees is primarily responsible for its administration.

Vesting and Benefit Provisions - The vesting and benefit provisions are set by N.J.5.A. 43 16A
and 43:3B. The System provides retirement as well as death and disability benefits. All benefits
vest after ten years of service except disability benefits which vest after four years of service.
Retirement benefits for age and service are available at age 55 and are generally determined to
be 2% of final average compensation for each year of creditable service, as defined, up to 30
years plus 1% for each year of seivice in excess of 30 years. Final average compensation equals
the average compensation for the final three years of service prior to retirement (or highest three
years” compensation if other than the final three years). Members may seek special retirement
after achieving 20 or 25 years of creditable service or they may elect deferred retirement after
achieving ten years of service, in which case benefits would begin at age 55 equal to 2% of final

average compensation for each year of service.
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EMPLOYEE RETIREMENT SYSTEM, (continued)

Widow/widowers of members retired since December 18, 1967 receive 50% of the retiree’s final
compensation. The minimum annual widow/widower’s benefits of an accidental disability
retiree prior to December 18, 1967 and of all retirees since December 18, 1967 is $4,500.

Meinbers are always fully vested for their own contributions. In the case of death before
retirement, members’ beneficiaries are entitled to full payment of members’ contributions
providing no surviver death benefits are payable.

Eligible retirees receiving monthly benefits are entitled to cost-of-living increases equal to 60%
of the change in the average consumer price index for the calendar year in which the pensioner
retired as compared to the average consumer price index for a 12-month period ending with each
August 31 immediately preceding the year in which the adjustment becomes payable. The
regular retirement allowance is multiplied by the 60% factor as developed and results in the
dollar amount of the adjustment payable. Retired members become eligible for pension
adjustment benefits after 24 months of retirement. The cost-of-living increases are funded by

" the retirement system and are included in the annual actuarial calculations of the required state

and state-related employer contributions.

Legislation passed during the year (Chapter 4, P.L.2001) provides increased benefits to certain
members who retired prior to December 29, 1989 with at least 25 years of creditable service.
The maximum amount of the increase is 5% of the retiree’s final compensation. For those with
30 or more years of service, the total pension would increase from 65% to 70% of final
compensation.

Contributions - The contribution policy is set by N.J.S.A. 43:16A and requires contributions by
active members and contributing employers. Plan member and employer coniributions may be
amended by State of New Jersey legislation. Employers are required to contribute at an
actuarially determined rate. The annual employer contribution includes funding for basic
retiement allowances, cost-of-living adjustments and noncontributory death benefits. Members
contribute at a uniform rate of 8.5% of base salary.

As a result of legislation passed in 2001 (Chapter 44, P.L. 2001), local employer contributions
payablein FY 2001 were reduced by $150 million to approximately $75 million. This legislation
requires that the savings realized by counties and municipalities as a result of this reduction be
used for property tax relief.
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EMPLOYEE RETIREMENT SYSTEM, (continued)

The contribution policy was modified in FY 2000 by legislation (Chapter 8, P.L. 2000) which
required that the System’s excess valuation assets be used to fund certain benefit enhancements
provided under Chapter 428, P.L. 2000. This legislation also required that the calculation of the
actuarial value of assets for the June 30, 1998 valuation be based on 100% for the State and up
to 57% for local employers of the difference between the expected value of assets in the system
and the full-market value of the assets. In addition, this legislation required the State to fund the
additional employer contributions attributable to Chapter 428 should excess assets be insufficient
to cover this pension liability. Finally, due to the recognition of the surplus market assets, this
legislation eliminated the unfunded accrued liability for local employers, which reduces their
required contributions by $45 million in FY 2600.

Required state contributions were offset by $99.6 million and $29.7 million in FY 2001 and
2000, respectively, under Chapter 115, PL 1997, which provides for the use of excess valuation
assets to fund required normal pension contributions. Through fiscal year 2004, excess assets
may be used to the extent possible to offset normalcontributions. Thereafter, a certain
percentage of available excess assets may be used as specified in the legislation.

The County’s contribution to the police and firemen’s retirement system plans, equal to the
required contributions for each year, were as follows:

Year Ended
December 31 Amount
2008 $12,752,970
2007 8,021,602
2006 4,620,375

County Retirement System

The Systern’s designated purpose is to provide retirement allowances and other benefits to its
members. The County of Passaic Employees” Retirement Systern was established on January 1,
1949 under Chapter 310, P.L. 1948 until 1966 when it became subject to Chapter 210, P.L. 1966.
The Plan is a defined benefit plan covering employees of the County employed by the County
prior to July 1, 1967. The System’s Board of Commissioners is responsible for its organization
and administration.
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EMPLOYEE RETIREMENT SYSTEM, (continued)

Vesting and Benefit Provisions - Participants are eligible to receive normal retirement benefits
upon completion of 20 years of service and attainment ofage 55, or upon completion of 35 years
of service regardless of age. Benefits under the plan are calculated on the basis of 50% of salary.
Tn addition, a member who has completed 25 years of service and attained age 55 is entitled to
an additional 1% salary for each year of service over 25 years up to age 70.

Pension benefits partially vest after 20 years of credited service. Ifa mernber has completed 20
years of credited service and is separated from service either voluntarily or involuntarily prior
to age 55, the member may elect to receive 100% of his/her total employee contribution without
interest, or

(i) A deferred pension commencing at age 55 equal to 50% of
salary times the ratio of his/her service divided by the
service he/she would have accrued at age 55.

(ify A pension to commence immediately equal to 50% of salary
reduced on an actuarial equivalent basts for commencement
prior to age 55.

Tf an active member dies, an annual survivorship benefit is payable to the member’s surviving
spouse, as long as he/she remains unmarried or to any minor children up to age 18. The death
benefit payable is equal to 2 %% of salary multiplied by the number of vears of service.
However, in no event will such annual survivorship benefit exceed 25% of the member’s final
commpensation at the time of death, except for a §2,500 minimum annual benefit. For members
who were members of certain prior retirement systems, the annual survivorship benefit is equal
to 50% of salary.

If a retired member dies, 50% of the member’s pension (normal or disability) will be continued
to the member’s surviving spouse, as long as he/she remains unmarried, o {o any minor children
up to age 18. However, in no event will such survivorship benefit exceed 25% of the member’s
final compensation at the time or retirement, except for a $2,500 minimum annual benefit. For
members who were members of certain prior retirement systems, the annual survivorship benefit
is equal to 50% of the member’s final compensation at the time of retiremert.

A surviving spouse will qualify for a death benefit if he/she married the employee before the
member’s retirement. Also, he/she must have married the employee before the member attained

age 50 unless the employee continues in the employment of the County for at least five years
after such marriage.
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EMPLOYEE RETIREMENT SYSTEM, (continued)

If an active member becomes permanently and totally disabled he/she is entitled to retire and
receive a pension equal to 2 %% of salary multiplied by the number of years of service up to a
maximum of 20 years. However, if the disability is the result of injury, accident or sickness
arising out of and in the course of employment, the pension will be equal to 50% of salary
regardless of the amount of service. For members who were transferred from certain prior
retirement systeras, the pension is equal to 50% of salary regardless of the reason for the
disability.

Contribution Policy - Each active member is required to contribute 6% of salary per annum.
The County is required to contribute 10% of each active member’s salary per annum, plus an
addition 1% per annum in each succeeding fiscal year (cumulative) after 1966 until the actuary
of the Plan certified to the County that the County’s contributions, together with the contribution
of the members and all Plan earnings, are sufficient to meet the liabilities of the Retirement
Systermn on a fully funded reserve basis. Pension payments to retirement employees and
beneficiaries ate adjusted each year by a percentage equal to 60% of the change in the Consumer
Price Index. These pension increases are not 1o be included with the benefits that are refunded
under this System, but rather are to be funded by the County by annual appropriations.

Pension Benefit Obligations
The actuarial present value of accumulated plan benefits at December 31, 2005 are detailed

below:

Base Pension

Only

Vested benefits:

Retired Members $30,238,600

Active Members 1,706,555
Total Actuarial Present Value of Plan Benefits 31,945,155
Net Assets Available for Benefits 14.175.387
Deficiency 5(17.769.,768)

6.5%

Potential Liability $31,945,155
Assets 14,175,387
Potential Deficiency $(17.769.768)

The rates above are assumed rates of return. The different rates are used to project what the
potential liabilities and deficiencies would be in variant situations.
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EMPLOYEE RETIREMENT SYSTEM, (continued)

Next actuarial valuation report is required to be performed based on the Plan’s December 31,
2008 financial data.

Under State Law, the County is permitted to issue bonds to fund its unfunded liability for the
Closed Pension Fund. Omn September 1, 1998, the County issued $30,765,000 General
Obligation Refunding Bonds, to refund previously issued 1995 bonds which was originally
intended to fund its unfunded lability, including the cost of living adjustment, for the closed
pension fund. An actuarial report has not been prepared subsequent to this financing and

 therefore, is not reflected above.

SELF-INSURANCE WORKMEN’S COMPENSATION PLAN

The County has established a workmens compensation plan for its employees. The County funds
the entire cost of the plan. Claims are paid directly by the plan up to a maximum of $300,000
for any one accident or occurrence, with any excess benefit being reimbursed through a Re-
Insurance Agreement with Continental Casualty Corporation up to $1,000,000 for any one
sccident or occurrence. The County has not created a loss reserve for claims incurred which
were unpaid at December 31,2008 and 2007. In addition, the County has not created a reserve
for any potential unreported losses which have taken place but in which the County has not
received notices or report of losses. The effect on the financial statements from these omissions
could not be determined, but is probably material. A contingent liability exists with respect to
reinsurance which would become an actual liability in the event the reinsuring company might
beunable to meet their obligations to the County under existing reinsurance agreements. Exhibit
B-8 summarizes the 2008 transactions of the plan.

SELF-INSURANCE LIABILITY PLAN

The County has established a liability trust reserve for the purpose of funding payments that may
arise from any general, auto or other liability claims against the County on a self-insured basis.
The County funds the entire cost of the plan. Claims are paid directly by the plan up to a
maximum of $1,000,000 for any one accident or occurrence, with any excess benefit being
reimbursed through a Re-Insurance Agreement with Coregis Insurance Company up to
$5,000,000 for any one accident or occurrence. The County has not created a loss reserve for
claims incurred which were unpaid at December 31,2008 and 2007. In addition, the County has
ot created a reserve for any potential unreported losses which have taken place but in which the
county has not received notices or report of Josses. The effect on the financial statements from
these omigsions could not be determined, but is probably material. Exhibit B-10 summarizes the
2008 transactions of the plan.
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SELF-INSURANCE HEALTH BENEFITS PLAN

The County has established a Health Benefits plan for its employees. The County funds the
entire cost of the plan. Claims are paid directly by the plan up to a maximum of $150,000 per
employee per year, with any excess benefit being reimbursed through a Re-Insurance Agreement
with Pacific Mutual Insurance Company up to $1,000,000 per employee per year. The County
has not created a Joss reserve for claims incurred which were unpaid at December 31, 2008 and
2007. Tn addition, the County has not created a reserve for any potential unreported losses which
have taken place but in which the County has not received notices or report of losses. The effect
on the financial statements from these omissions could not be determined, but is probably
material. A contingent liability exists with respect to reinsurance which would become an actual
liability in the event the reinsuring company might be unable to meet their obligations fo the
County under existing reinsurance agreements. Exhibit B-9 summarizes the 2008 transactions
of the plan.

CLAIMS AND JUDGEMENTS

The County participates in a number of federal and state programs that are fully or partially
funded by grants received from other governmental units. Expenditures financed by grants are
subject fo audit by the appropriate grantor government. If expenditures are disallowed due to
noncompliance with grant program regulations, the County may be required to reimburse the
grantor government. As of December 31, 2008 and 2007, significant amounts of grant
expenditure have not been audited by the various grantor agencies but the County believes that
disallowed expenditures, if any, based on subsequent audits will not have a material effect on
any of the individual governmental funds or the overall financial position of the County.

RELATED PARTY TRANSACTIONS

In March 1987, the County of Passaic organized the Passaic County Utilities Authority (the
“Anthority”). The purpose of the Authority is to implement the County’s Solid Waste
Management Plan. The following is a synopsis of the County’s related party transactions with
the Authority.

a. Overlapping Debt/Contingent Liability

The Authority has issued several series of bonds over the years since 1987 pursuant to a
resohtion of the authority adopted on August 12, 1987 and entitled, “The Passaic County
Utilities Authority General Bond Resolution Authorizing the Issuance of Solid Waste Disposal
Reverue Bonds”, as amended and supplemented as necessary in connection with each bond
issuance (collectively, the “Landfill Resolution™).
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RELATED PARTY TRANSACTIONS, (continued)

- $44,825,000 Solid Waste Disposal Revenue Bonds, Refunding Series 2004 consisting of
$35,680,000 in aggregate principal amount of its Solid Waste Disposal Revenue Bonds (Tax
Exempt Series 2004A) and $9,145,000 Solid Waste Disposal Revenue Bonds (Taxable Series
2004B) (collectively, the “2004 Refunding Bonds™) issued pursuant to the Landfili Bond
Resolution, as amended and supplemented;

- $19,270,000 Solid Waste System Project Notes, Refunding Series 2008 consisting of
$19,145,000 in aggregate amount of its Solid Waste System Project Notes (Series 2008A) and
$125,000 Solid Waste System Project Notes (Series 2008B) (collectively, the “2008 Refunding
Bonds”) issued pursuant fo the Landfiil Bond Resolution, as amended and supplemented.

On March 11, 2004 the Appellate Division decided In The Matter Of The Petition Of The
Passaic County Utilities Authority For A Declaratory Ruling Regarding The Continming
Oblication Of Pen Pac, Inc., To Provide Transfer Station Services And For The Establishment
OFf Rates For Such Transfer Station Services, Department of Environmental Protection, DEP
Docket No. SR92101003J (see note 12(2)) in favor of Pen Pac for an award of approximately
$3.238,000. In addition, interest is due for the period from July 2000 to August 2001 fo
compensate Pen Pac, Inc. For the Commissioner’s delay in issuing the final decision.

The Authority is currently investigating whether the decision is appealable to the New Jersey
Supreme Court and the possible grounds for such an appeal.

b. Self-Insurance Coverage

The County provides liability insurance, workmens compensation insurance and employee
health insurance coverage to the Authority. The Authority annually contributes to the
County’s self-insurance funds for the coverage provided by the County. In 2008 and 2007
the Authority contributed $-0- and $-0-, respectively, for liability insurance, $-0- and $-0-,
respectively, for workmens compensation insurance and $-0- and $-0-, respectively, for
employee health insurance coverage.

c. Interlocal Service Agreement

On December 23, 1987 the County entered into an interlocal service agreement with the
Authority. The County provides to the Authority certain services including purchasing,
payroll, accounting, legal, office space and radio communication. During 2008 and 2007, the
Authority paid $-0- and $-0-, respectively, to the County under this agreement.
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PRIOR YEAR DEFEASANCE DEBT

In prior years, the County defeased certain serial bonds by placing the proceeds of new bonds
in an irrevocable trust to provide for all future debt service payments on the old bonds.
Accordingly, the trust account assets and liability for the defeased bonds are not included in the
County’s financial statements. On September 1, 2004, March 1, 2001, September 1, 1998,
September 1, 1995, February 1, 1994, September 1, 1993 and December 1, 1992, $15,890,000,
$31,145,000, $30,100,000, $4,875,000, $18,981,000, $36,879,000 and $17,134,000 of bonds
outstanding were defeased, respectively.

LITIGATION
General Litigation

In the opinion of William J. Pascrell, III, Esq., County Counsel, there is no litigation of any
nature now pending or threatened restraining or enjoining the issuance or the delivery of the
Obligatiens or the levy or the collection of any taxes to pay the interest on or the principal of the
Obligations, or in any manner questioning the levy or the collection of taxes, or affecting the
validity of the Obligations or the levy or the collection of taxes. Neither the authority or the
proceedings for the issuance of the Obligations nor the title of any of the present officers of the
County to their respective offices is being contested. Neither the corporate existence or
boundaries of the County is being contested; no authority or proceedings for the issuance of the
Obligations has or have been repealed, revoked or rescinded; and all actions or proceedings in
regard to the issuance of the Obligations taken by governing body subsequent to the adoption of
the Open Public Meetings Act of New Jersey have been in compliance with said Act.

Ambrose Verrone, et al. v. County of Passaic
U.S. District Court for the District of New Jersey, Civil No. 03-4236

Tn April 2007, the Verrone matter setiled, with the County agreeing to pay a global settlement
of $500,000 plus attorneys fees (not yet determined) to be split among the 17 Verrone plaintiffs.
The McCabe matter is still pending, ard would not likely go to trial in 2007. The parties are
presently attempting to reach settlement in McCabe. For several reasons, including 1) there are
fewer plaintiffs (10) in McCabe than in Verrone, and 2) post-Verrone changes were made in the
K-9 unit, we expect that McCabe liability would be less than the amount of the Verrone
settiement.

LITIGATION AFFECTING THE PASSAIC COUNTY UTILITIES AUTHORITY

A discussion of certain pending litigation that could have an adverse impact on the financial
condition of the Authority is set forth below and has been provided by DeCotiis, FitzPatrick,
Cole & Wisler, LLP, General Counsel to the Authority and by McManimeon & Scotland, L.L.C.,
Bond Counsel to the Authority.
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NOTE 17. LITIGATION, (continned)

1. In the Matter of the Petition of the Passaic County Utilities Authority for a Ruling
Regarding the Continuing Obligation of Pen Pac, Inc. to Provide Transfer Station Services
and for the Establishment of Rates for Such Transfer Station Services, DEP Docket No.
SR92161003J and OAL Docket No. 00788-93N

A Verified Petition in the above matter was filed by the Authority on or about October 12, 1992.
From December 12, 1992 to approximately November 11, 1997, Pen Pac provided solid waste
transfer station services to the Authority. Inasmuch as Pen Pac was a public utility during this
period, its rates were subject to regulation by the Department of Environmental Protection
(“DEP™). The services were provided by Pen Pac during this period pursuant to interim rates,
which are subject to adjustment, as determined in a rate proceeding, for over or underrecovery
by Pen Pac. The rate case sought to determine a final rate for Pen Pac’s services for the years
1993, 1994 and 1995. Calendar year 1996 was also included in the proceeding.

The matter was litigated and following denials of cross petitions for certification to the New
Jersey Supreme Court on June 30, 2004, resulted in a final determination on June 30, 2004 that
Pen Pac is owed $3,238,792 for services performed by it in calendar years 1993 through 1996.
Tnn addition, the Commissioner determined that inferest is due in the amount of $256,313. On
August 15, 2005, Final Judgment was entered in the Superior Court of New Jersey against the
Authority in the amount of $3,495,105.00.

On March 2, 2007, the Court issued a written opinion, which ordered the implementation of
mandamus relief by way of ordering the Authority to 1) tum over $701,230.41 in bondholder
cestricted Bank of New York accounts to PenPac; 2) to turn over $1,702,220.84 in allegedly
unrestricted accounts to PenPac; and 3) to assign all future income derive from the Passaic
Investors mortgage receivable, held by the Authority, to PenPac. That decision was
memorialized by Order entered on March 12, 2007, The March 12, 2007 Order effectively
transferred all of the Authority’s monetary assets to PenPac, excepting only Bank of New York
accounts associated with the 1999 and 2004 Series Bonds, which the trial court found were
validly pledged to the bondholders. The rest of the assets were found to be free and available
to satisfy PenPac’s Judgment.

The Authority authorized an appeal, to the Superior Court of New Jersey - Appellate Division,
from the March 12, 2007 mandamus implementation Order on March 21, 2007, and accordingly,
the Nofice of Appeal and associated documentation were filed with the Appellate Division
shortly thereafter. A motion to stay the March 12, 2007 Order was also contemporaneously
made in accordance with the Rules of Court. Unfortunately, on September 5, 2008, the Supreme
Court of New Jersey denied Certification, effectively rendering the March 12, 2007 Order of the
trial court final, and dissolving the stay granted pending the outcome of the appeal.
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LITIGATION, (continued)

As a result of the finality of the March 12, 2007 Mandamus Order, the Authority adopted a
resolution at a special meeting held on September 25, 2008 to comply with its terms, and: 1)
turned over $701,230.41 in bondholder restricted Bank of New York accounts to PenPac; 2)
turned over $1,702,220.84 in allegedly unrestricted accounts to PenPac; and, 3} assigned all
future income derived from the Passaic Investors mortgage receivable, held by the Authority, to
PenPac:

On remand, the DEP determined that PenPac was entitled to an additional $1.3 million of under
recovery for services rendered for calendar year 1997, as well as for interest on the overall award
(the “Remand Award”). The Remand Award was reduced to judgment on March 5, 2009 in the
third matter listed above, PenPace, Inc. v. Passaic County Utilities Authority, DocketNo. PAS-
1.-2615-08 (Superior Court of New Jersey, Law Division - Passaic County.

Post-judgment discovery is ongoing in this newest matter, and some paper discovery has been
exchanged, and depositions held. Itis not clear where PenPac’s collection efforts against the
Authority will proceed from here. After compliance with the March 12, 2007 Order last fall,
there are no Authority assets left from which PenPac may satisfy its initial Judgment, or the
newest Judgment on the Remand Award. Time will tell if PenPac will attempt other efforts to
collect on the balance of its Judgment(s). Itis simply not clear at this time whether PenPac will
attempt to collect from the County of Passaic, or otherwise seek adverse action against the
Authority from the Local Finance Board. Thus, we cannot predict what further impact post-
judgment collection activities will have on the Authority at this time.

2. Technical default under the terms of the 1987 General Bond Resolution

By adopting the 1987 General Bond Resolution and issuing bonds thereunder, the Authority
covenanted that certain required amounts would be on depositin applicable debt service accounts
on the first business day of each Fiscal Year. If, on that date, the funds on deposit in such
accounts do not meet the required levels, the Authority is required to take all steps necessary to
obtain funds to satisfy the det service payments when they come due. Most importantly, the
Authority has met all debt service payment obligations when they have come due. However, the
Authority is in technical default of these provisions of the General Bond Resolutions insofar as
the reserve balances have not been at required levels on the dates set for review thereof and
additional deposits to the appropriate accounts have not been made to bring them to required
levels.



NOTE 18.

NOTE 19.

NOTE 20.

COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007
{continued)

ARBITRAGE REBATE

The County sometimes temporarily reinvests the proceeds of its tax-exempt debt in higher
yielding taxable investments which is referred to as arbitrage by the federal tax code. In certain
situations, the County is permitted to keep the extra earnings that result from arbitrage.
Otherwise, any excess earnings resulting from arbitrage must be rebated to the federal
government. Federal law requires that arbitrage be calculated and rebated at the end of each five-
year period that tax-exempt debt is outstanding.

The County engaged Public Financial Management (PFM) to perform an arbitrage rebate
calculation for the period July 1, 1999 to December 31, 2003. Their report date, March 24, 2005,
shows that the County owed a rebate of $491,545 to the Federal Government.

The County has engaged Public Financial Management (PFM) to update the arbitrage rebate
calculation but the report is not available for the audit.

RISK MANAGEMENT

The County is exposed to various risks of loss related to general lability, automobile coverage,
damage and destruction of assets; errors and omissions; injuries to employees; and natural
disasters. The County has obtained insurance coverage to guard against these events which will
provide minimum exposure to the County should they occur. During the 2008 calendar year, the
County did not incur claims in excess of their coverage and the amount of coverage did not
significantly decrease.

POST RETIREMENT BENEFITS

Plan Description

The County of Passaic provides lifetime medical benefits to County employees who retire under
the following conditions:

- After twenty-five years of State pension membership; or
- Upon a disability retirement

Employees who do not meet the above requirements and retire after age 60 may purchase
coverage for themselves and their dependents through direct billing.

Eligible retirees are provided several medical benefit plans to select from. Their selections can
be changed during open enrollment periods. Members who become Medicare eligible must
enroll in both Part A and Part B in order to maintain eligibility in the County plan. For retirees
with 25 years of services, Part B premiums are reimbursed by the County.
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NOTE 20.

COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007
{continued)

POST RETIREMENT BENEFITS, (continued)

Dependents of retirees are covered until the death of the retiree, however, dependent spouses
may continue coverage through direct billing upon the death of the retiree.

The number of retirees receiving premivm-free benefits as of January 1, 2007, the effective date
of the biannual Other Post-Employment Benefit, herein referred to as “OPEB”, valuation is 675.
Of these, 390 retirees retain dependent or spousal coverage. Active employees number 2,288
as of the same valuation date. There have been no significant changes in the number of covered
retirees or type of coverage since the valuation date.

Funding Policy

The County currently accounts for these post retirement benefits on a pay-as-you-go basis.

Actuarial Valuation Results

The Actuarial Accrued Liability for current retirees is $102,988,427, and for current active
employees is $49,899,323 for a total accrued liability of $152,887,750.

Summary of Valuation Results

Actuarial Accrued Liability:

Retiree $102,588,427

Active ‘ 49 899 323
Unfunded Actuarial Accrued Liabilities $152.887.750
Discount Rate 4.50%
Normal Cost $10,104,366

For the fiscal year ended December 31, 2008, the County’s annual OPEB cost of $10,104,366
equaled its Annual Required Contribution. After taking into consideration the County
contribution, as determined by the actuarial valuation of $5,858,000, the net OPEB obligation
increased $4,246,366 during the vear ended December 31, 2008.
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COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2008 AND 2007

{continued)

NOTE 20. POST RETIREMENT BENEFITS, (continued)

The following table utilizes the actuarially determined contribution for the year ended
December 31, 2008 as opposed to actual payments. Differences between the actual expenditures
and the actuarial contributions include discounts, deductibles, co-payments, and actuarial factors

identified under “actuarial assumptions and methods” below.

Level Dollar Amortization

Caleulation of Annual Required Contribution

Under Protected Unit Cost Method

Annual Required Contribution

Annual OPEB Cost

Actuarial Contribution Determination
Increase in Net OPEB Obligation

Net OPEB Obligation, Beginning of Year
Net OPEB Obligation, End of Year

$10,104.366
10,104,366
5.858.000
4,246,366

$4.246.366

Under GASB Statement 45, the County 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 County’s
future cash flows. The accumulated liability from prior years is phased in over the 30 year period
beginning the year ended December 31, 2008, However, since the County 1s using the modified
accrual basis of accounting as prescribed by the State of New Jersey, Department of Community
Affairs, Division of Local Government Services, the County 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 $75,097,000 through the year 2016 for

current and future retires medical benefits as follows:

Year Amount Year
2009 6,604,900 2013
2010 7,213,000 2014
2011 7,800,100 2015
2012 8,359,100 2016
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NOTE 20.

COUNTY OF PASSAIC, N.J.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DPECEMBER 31, 2008 AND 2007
(continued)

POST RETIREMENT BENEFITS, (confinued)

Actuarial Assumptions and Methods

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

Economic assumptions include the discount rate, or rate of retuin on investments, and health care
cost trend rates and account for changes in the costs of benefits over time and the time value of
money. The actuarial valuation assurmes the County will continue to pay for benefits on a pay-as-
you-go basis and continue to not fund the plan, therefore, the discount rate used, 4.50%, is based
on the rate of return of the County’s assets, since there are no plan assets. Health care trend rates
through the year 2022 and later assumed are: increases in costs of traditional benefit plans
ranging from 5.0% to 11.0%, prescription drug plan increases ranging from 5.0% to 12.0% and
Medicare Part B cost increases of 5.0% to 6.5%.

Regarding medical benefit assumptions, the County’s actuarial valuation elected to use age-
banded incurred claims costs based on the claims costs used by the New Jersey State Health
Benefits Program since the Traditional Indemnity Plan which primarily covers County retirees
is similar in design to the State Health Benefits Traditional Plan. However, there were
adjustments to reflect County medical and prescription dmg claims experience and
demographics. In addition, surviving spouses and direct-bill employees identified under “plan
description” above, contribute 100% of the medical coverage cost and, therefore, it was
concluded by the actuary these groups have no direct or implicit subsidy which is required to be
considered in measuring the County’s post-employment benefit liabilities.

Demographic assumptions include the following rates: mortality, retirement, withdrawal,
disability, participation, 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.

The actuarial cost method utilized for the County’s actuarial valuation is the Projected Unit
Credit method. It is an acceptable method under GASB Statement 45 and is a method whereas
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. The normal cost amount 18 expecied to increase annually at the discount rate,

currently 4.50%. Inaddition, the asset valuation method is not applicable, as the plan is currently
unfunded.
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APPENDIX A

SELECTED FINANCIAL INFORMATION
FOR YEARS ENDED DECEMBER 31, 2005-2009

The selected data presented on pages A-62 to A-66 under the section "Selected Financial Information™ as of and for each of the years in
the five year period ended December 31, 2009 are derived from the financial statements of the County of Passaic. The excerpts from the
financial statements as of December 31, 2008 and the Independent Auditor's Report thereon are included in the previous section.



COUNTY QF PASSAIC

COMPARATIVE BALANCE SHEETS - CURRENT FUND

ABBETS

Lash
Deposils - Health Benefits

Change Fund
Federal and Stale Grants Receivable

Recelvables With Full Reserves
Revenue Accounts Receivable
Bue from Community Developrent Grant Fund
Due frem General Capital Fund
Due From Federal and Siate Granf Fund
Due from Other Trust Fund
Due Confiscated Trust Fund
Due From Net Payroll Account
Due From Payroll Agency Account
Due from Clearing Account

Deferred Charges
Emergency Authorizations {40A:4-47)

Totat Assets
LIABILITIES, RESERVES AND FUND BALANCE

Appropriation Reserves
Accounts Payable
Encumbrances Payable
Reserve for Salary and Wage Adjustment
Emergency Note Payable
Due to Other Frust Fund
Due to Commpnity Development Grant Fund
Due to General Capital Fund
Due to Clearing Account
Sheriff's Overtime DWH-DDEF
Miscellanecus Reserves
Reserve for State and Federal Grants
Appropriated
Unappropriated

Totai Liabifities

Reserve for Receivables
Fund Balance

Total Liabitities, Reserves and Furd Balance

{Unaudited}
Balance Balance Balance Balance Batance
December 31, December 31, Decamber 31, December 31, December 31,
2009 2008 2007 2006 2005
60504401 SISTZ305 51391097 32804966 33,866,524
570,606 570,508 570,000 570,800 ... 570,000
51,074,401 52,142,305 51,861,097 33,464,566 34,236,524
675 G675 675 675 1,708
41,947,140 38,284,754 34,317,719 38,581,837 31,752 405
03,022 216 00,427,735 86,275,491 59,447 478 65,990,638
447,068 048,561 1,917,500 3,123,243 2,346,870
11,572
408,266 330,524 481,087
105,648 213245
1,583
4,810
175
313,621 152 518
451,879 1,660,208 2,400,542 3,228,801 3,052,904
10,000,000 1,070,000
10,000,000 1,070,000
103,474,085 92,006,941 98,680,033 73,746,369 69,043 542
22,282 945 18,246,069 18,308,448 15,565,841 §,456,562
547,240 547,240 537,433 809,555 561,231
11,931,862 8,162,108 12,630,559 9,508,229 9,712,669
8,300,600 4,000,000
10,000,000
744383 479,314 432,208
104,549 21,832 21,931
231,578 4,080,000 4,000,000 4,783,650 4,000,000
126,966
17 G55 15,804 14,666
2457630 1,236,807 2,338,501 2,371,847 1,641,004
35,569,358 34,619,490 24,988,443 26,048,007 22,821,124
105,473 88,337 475,712 191,324
82,082,161 71,516,852 71,347,902 58,805,904 45,413,911
1,181,616 1,669,206 2,400,542 3,228,891 3,052,904
20,210,324 18,610,883 24,931,589 10,611,574 20,576,727
103,474,095 82,046,941 88,680,033 73,746,369 69,043,542
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COUNTY OF PASSAIC

COMPARATIVE STATEMENTS OF OPERATIONS AND €HANGES IN FUND BALANCE

{Unaudited) ,
Balance Balance Balance Balance Balance
December 31, Becember 31, . BDecember 31, December 31, Oecember 31,
2008 2008 2007 2006 2005
REVENUE AND OTHER INCOME REALIZED
Fund Balance Ulilized 14,418,102 14,931,582 3,563,504 18,844,878 16,843,000
Miscellaneous Revenue Anticipated 129,544,425 131,011,763 141,688,189 134,189,784 132,746,636
Receipts from Current Taxes 283,838,372 277,340,015 C 53T 235,187,707 209,321,070
Nonbudget Revenues 3,967 084 4,871,575 5,741,508 8,015,666 4 860,444
Cther Credis to Income:
Unexpended Batance of Appropriation Reserves 9489717 N 7,750,187 14,494,471 2,356,825 2,210,956
Prior Year interfund Returned 483,042 105,648 927 732 8,866,077
Cancellation of Liabilities 248,080 72,120 2,223 498,665
Total Revenues 441,254 700 436 636,266 424,852 651 386512 B15 375,446,248
Expenditures
Budget Appropriations 423,846,051 426 674,957 410,456,080 3B7 826,631 356,309,008
Cancellation of Federal and State Grants Receivable 107,186
Adjustments/Refunds 71,984 1,533,956 63
Interfunds Advanced 1,619,142 943,270 483,042 342,603 2,353,332
Tolal Expenditures 426 B3T 157 427,725,373 410,969,132 389,703,080 3558 662,401
Excess (Deficit) in Revenue 15,717 843 8,810,883 13,883,518 5808725 16,783,847
Adjustment to Income Before Fund Balence Expenditures
Included Above Which are by Statute Defersed Charges
16 Budget of Succeeding 10,000,000 1,070,000
Statutory Excess to Fund Balance 15,717,543 8,910,883 23,883,518 6,879,725 16,783,847
Fund Balance, January 1 18,910,883 24,931,589 10,611,674 20,576,727 20,635 880
34,628,426 33,842,472 34,495,093 27,456,452 37,419,727
Decreased by:
Utilization as Anticipated Revenue 14,418,102 14,931,589 9,563,604 16,844,878 16,843,000
Fund Balance, Decemnber 31 20.21G.324 18,910,883 24,931,588 10,611,574 20,576,727
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COUNTY OF PASSAIC

COMPARATIVE BALANCE SHEETS - TRUSYT EUND

ASSETS

Other Trust Funds
Cash e .
Due From General Capital fund
Due from Current Fund

Self Insurance
Cash

Commurity Developmient Grant Fund
Cash
#.U.D, Granis Receivable
Due From Current Fund

Total Assets
LIABILITIES, RESERVES AND FUND BALANGE

Other Trust Fund
Various Trust Deposils
Due to General Capital Fund
Due to Current Fund
Dur to Municipalities
Open Space Commitments Payable
Reserve for Dedicated Revenues
Fund Balance

Seif insurance Fund
Due o General Capitat Fund
Reserve for Workmen's Compensation
Reserve for Heallh Benefits
Reserve for Liability Insurance

Community Development Grant Fund
Accounts Payable
Due to Current Fund
Reserve for:
Heazsing Secudity Payments
Existing Housing Rent Supplement Program

Total Liabiliies, Reserves and Fund Balance

{Unaudited}

Buafance Balance Balance Balance Balance
December 31, Becember 31, BPecember 31, Becember 31, December 31,
2008 2008 2007 2008 2005
31,547 544 . 33,954,280 30,317,533 24,668,927 27,144 167
1,300,000
642,509 484478 435433
32,180,053 35,738,768 30,752,966 24,668,927 27,144 167
392 666 218,657 197,682 338,519 284,700
392,666 218,657 197,682 338,519 284,700
10,067,124 10,520,518 8,586,458 7,748,760 6,676,876
15,783 15,783 31,283 42,754 66,194
104,549 104,549 21,932 21,932
10,187,456 10,640,850 9,649,683 7,811,446 6,743,070
42,770,175 46,598,275 40,600,331 32,819,802 34,171,937
1,442,308 1,466,227 1537784 1,334,780 1,347,855
1,555,000
2,665 8,750 3,224 108,648 213,385
157,062
3,790,279 £,031,121 5,282,174 7,014 9186 5,163,167
28,795,752 28,232,681 20,927,795 15,212,584 18,922 741
1,869 1,989 1,989 1,888 1,089
32,190,053 35,738,768 30,752,966 24,668,927 27,144,167
74,955 700G
49,678 25,467 5779 7,593 68,611
187,092 186,888 186,854 22,257 22,235
155 896 5,252 5,049 233,614 155,854
392,666 218,657 187,682 338,515 284,700
1,702,632 1,702,632 2,125,541 1,469,374 1,216,266
11,572
9,772
8,484,524 8,938,218 7.524,142 6,342,072 5,505,460
10,387,456 10,640,850 9,643,683 7,811,446 8,743.070
42.770,175 46,598,276 40,600,331 32,819,892 34,171,937
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COUNTY OF PASSAIC

COMPARATIVE BALANCE SHEETS - GENERAL CAPITAL FUND

(Unaudited)
RBalance Balance Balance Balance Balance
December 31, December 31, December 31, December 31, December 31,
2009 2008 2007 2006 2005
ASSETS

Cash 31,386,736 17,584,513 46,402,169 58,185,120 65,844,853
Granis Receivable 1,975,000 1,975,000 1,975,000 1,975,000 1,975,000
State Aid 36,905,814 29,741,851 23,977,315 14,838,211 23,230,791
Due From State Bond Procesds 4,000
Due from Workers Compensation Trust 74,955 7,000
Due from Trust Fund 1,555,000
Due From Grant Fund 4,000,000 4,000,000 4,000,000 4,000,000
Due From Current Fund 231578 765650
Deferred Charges to Future Taxation

Deficit in Capital Improvernent Fund 207,056

Funded 391,657,773 418,737,092 384,133,465 306,493,760 370,163,434

Unfunded 136,385,128 114,341,365 150,066,336 145,789,775 178,858,219
Total Assets 558,642 029 587,379,821 610,554,288 822,132,471 545,645,363

LIABILITIES, RESERVES AND FUND BALANCE

Serial Bonds 298,480,000 324,174,000 287,279,000 299,014,000 285,234,000
|_can Payable 2762773 3,243,082 3,104 465 3,519,780 3,929,434
HBond Anticipation Notes 69,474,350 23,642,000 83,286,000 71,544,000 79,644,000
improvement Authorizations

Funded 46,051,118 35,630,802 43,952,269 45,851,873 47 640,745

Unfunded 53,243,568 56,475,312 61,494,377 73,208,559 09,713,120
Capital leases Payable 80,415,000 92,320,000 93,750,000 23,860,000 71,600,000
Accounts Payable 264,927 264,927 264,927 264,827 264,927
Encurnbrances Payable 16,135,205 20,080,408 21572 463 18,836,864 18,572,251
Due te General Fund 405,266 330,524 481,067
Due fo Other Trust Fund 1,300,000
Capital Improvement Fund 175,604 148,997 158,068 68,618
Cther Reserves 18,618,181 26,675,866 41,514,442 T7.758,652 5815777
Reserve for Salt Shed - West Milford 266,619
Reserve for Final Paymenis and |_itigation 456,877 456,877 456,877 160,258 160,258
Due to Township of Wayne 55,151 55,1561 55,151
Reserve for Unappropriated Grants 2,857,000 ©,509,000
Reserve for EFA Funding 500,000 500,000 500,000 500,060 500,000
Reserve for Uncommitted State/Federal Aid 313,000
Fund Balance 1,802,575 2,006,125 2,833,822 3,585,630 2.771,185
Total Liabilities, Reserves and Fund Balance 598,542,029 587,379,821 &10,554,285 622,132,471 645,645,363

There were Bonds and Notes Authorized But Not Issued on December 31,2009, 2008, 2007, 2006, and 2005 of
$76,910,778,590 698,365 $66,780,336,574,255,775 and $99,214,218 respectively.
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COUNTY OF PASSAIC

COMPARATIVE STATEMENTS OF FUND BALANCE

Balance, January 1,

Increased by
Premiums on Bond/Note Sales
Cancellation of Gutstanding Checks

Decreased by:
Appropriated lo Improvement Authorizations
Realized as Current Fund Miscellaneous Revenue

Balance, December 31,

{Unaudited)

2009 2008 2007 2046 2005
2,006,125 2,833,822 3,585,630 2,771,165 1,357,573
895,450 172,303 248,192 816,807 581,509
197,858 2,189,083
2,802,575 3,006,125 3,833,822 3,585,630 4,128,188
1,000,000 1,000,000 1,000,000 1,357,000
1,802,875 2,006,125 2,833,822 3,585,830 2,771,165
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FORM OF CONTINUING DISCLOSURE DOCUMENTS



CONTINUING DISCLOSURE CERTIFICATE

THIS CONTINUING DISCLOSURE CERTIFICATE is made as of April 1, 2010 by
the County of Passaic, New Jersey, a political subdivision duly organized under the laws of the
State of New Jersey (the “Issuer”).

WITNESSETH:

WHEREAS, the Issuer is issuing its General Obligation Bonds dated April _ , 2010 in
the aggregate principal amount of $22,746,000 (the “Bonds”) on the date hereof; and

WHEREAS, the Bonds are being issued pursuant to bond ordinances adopted by the
Issuer and a bond resolution adopted by the Issuer on March 9, 2010; and

WHEREAS, the Securities and Exchange Commission (the “SEC”) pursuant to the
Securities Exchange Act of 1934, as amended and supplemented (codified on the date hereof at
15 U.S.C. 77 et seq.) (the “Securities Exchange Act”) has adopted amendments to its Rule 15¢2-
12 (codified at 17 C.F.R. § 240.15c2-12) (“Rule 15c2-127) effective July 3, 1995 which
generally prohibit a broker, dealer, or municipal securities dealer from purchasing or selling
municipal securities, such as the Bonds, unless such broker, dealer or municipal securities dealer
has reasonably determined that an issuer of municipal securities or an obligated person has
undertaken in a written agreement or contract for the benefit of holders of such securities to
provide certain annual financial information and event notices to various information
repositories; and

WHEREAS, the Issuer represented in its Notice of Sale dated March 16, 2010 (the
“Notice of Sale”) that it would deliver on the closing date for the Bonds a “Continuing
Disclosure Certificate” pursuant to which the Issuer will agree to provide at the times and to the
persons described in Rule 15¢2-12 the annual financial information and event notices to various
information repositories required to be disclosed on a continual basis pursuant to Rule 15¢2-12;
and

WHEREAS, on March 24, 2010, the Issuer accepted the bid of , on
behalf of itself and each of the original underwriters for the Bonds (each, a “Participating
Underwriter”) for the purchase of the Bonds; and

WHEREAS, the execution and delivery of this Certificate has been duly authorized by
the Issuer and all conditions, acts and things necessary and required to exist, to have happened,
or to have been performed precedent to and in the execution and delivery of this Certificate, do
exist, have happened and have been performed in regular form, time and manner; and



WHEREAS, the Issuer is executing this Certificate for the benefit of the Holders of the
Bonds.

NOW, THEREFORE, for and in consideration of the premises and of the mutual
representations, covenants and agreements herein set forth, the Issuer, its successors and assigns,
do mutually promise, covenant and agree as follows:

ARTICLE I
DEFINITIONS

Section 1.1 Terms Defined in Recitals. The following terms shall have the meanings set
forth in the recitals hereto:

Bonds Participating Underwriter
Issuer Rule 15¢2-12
Notice of Sale SEC

Securities and Exchange Act

Section 1.2 Additional Definitions. The following additional terms shall have the
meanings specified below:

“Annual Report” means Financial Statements and Operating Data provided at least
annually.

“Bondholder” or “holder” or any similar term, when used with reference to a Bond or
Bonds, means any person who shall be the registered owner of any outstanding Bond, including
holders of beneficial interests in the Bonds.

“Business Day” means any day other than (a) a Saturday or Sunday, (b) a day on which
commercial banks in New York, New York or in West Paterson, New Jersey are authorized or
required by law to close or (c) a day on which the New York Stock Exchange is closed.

“Disclosure Event” means any event described in subsection 2.1(d) of this Certificate.

“Disclosure Event Notice” means the notice to the MSRB as provided in subsection
2.4(a).

“Disclosure Representative” means the Director of Finance of the Issuer or his or her
designee, or such other officer or employee as the Issuer shall designate from time to time.

“Dissemination Agent” means an entity acting in such capacity under this Certificate or
any other successor entity designated in writing by the Issuer and which has filed a written
acceptance of such designation.



“Final Official Statement” means the final Official Statement of the Issuer dated March
_, 2010 pertaining to the Bonds.

“Financial Statements” means the audited financial statements of the Issuer for each
Fiscal Year and includes balance sheets, statements of changes in fund balances and statements
of current funds, revenues, expenditures and other charges or statements which convey similar
information.

“Fiscal Year” means the fiscal year of the Issuer. As of the date of this Certificate, the
Fiscal Year of the Issuer begins on January 1 and closes on December 31 of each calendar year.

“GAAS” means generally accepted auditing standards as in effect from time to time,
consistently applied.

“MSRB” means the Municipal Securities Rulemaking Board or any other entity
designated or authorized by the Securities and Exchange Commission to receive reports pursuant
to Rule 15c2-12. Until otherwise designated by the MSRB or the Securities and Exchange
Commission, filings with the MSRB are to be made through the Electronic Municipal Market
Access (EMMA) website of the MSRB, currently located at http://emma.msrb.org.

“Operating Data” means certain financial and statistical information of the Issuer, which
for purposes of this Certificate shall include the financial and statistical information consisting of
(1) County and overlapping indebtedness including a schedule of outstanding debt issued by the
County, (ii) the County’s most current adopted budget, (iii) property valuation information, and
(iv) tax rate, levy and collection data.

“State” means the State of New Jersey.

Section 1.3 Interpretation. Words of masculine gender include correlative words of the
feminine and neuter genders. Unless the context shall otherwise indicate, words importing the
singular include the plural and vice versa, and words importing persons include corporations,
associations, partnerships (including limited partnerships), trusts, firms and other legal entities,
including public bodies, as well as natural persons. Articles and Sections referred to by number
mean the corresponding Articles and Sections of this Certificate. The terms “hereby”, “hereof”,
“hereto”, “herein”, “hereunder” and any similar terms as used in this Certificate, refer to this
Certificate as a whole unless otherwise expressly stated.

As the context shall require, the disjunctive term “or” shall be interpreted conjunctively
as required to insure that the Issuer performs any obligations, mentioned in the passage in which
such term appears.

The headings of this Certificate are for convenience only and shall not defined or limit
the provisions hereof.



ARTICLE II

CONTINUING DISCLOSURE COVENANTS AND REPRESENTATIONS

Section 2.1 Continuing Disclosure Covenants of the Issuer. The Issuer agrees that it will
provide, or shall cause the Dissemination Agent to provide:

(a) Not later than 270 from the end of each fiscal year beginning in the fiscal year
ending December 31, 2009, an Annual Report to the MSRB;

(b)  Not later than fifteen (15) days prior to the date of each year specified in
subsection 2.1(a), a copy of the Annual Report to the Dissemination Agent, if the Issuer has
appointed or engaged a Dissemination Agent;

(©) If audited Financial Statements are not submitted as part of the filing as set forth
in subsection 2.1(a), the Issuer will submit unaudited financial statements with such filing, and
will subsequently submit audited Financial Statements when and if available, to the MSRB;

(d) In a timely manner, to the MSRB, notice of any of the following events with
respect to the Bonds, if material (each, a “Disclosure Event™);

(1) Principal and interest payment delinquencies;
(11) Non-payment related defaults;

(ii1))  Unscheduled draws on debt service reserves reflecting financial
difficulties;

(iv)  Unscheduled draws on credit enhancements reflecting financial
difficulties;

(v) Substitution of credit or liquidity providers, or their failure to perform;

(vi)  Adverse tax opinions or events affecting the tax-exempt status of the
Bonds;

(vil)  Modifications to rights of holders of the Bonds;
(viii) Bond calls;
(ix)  Defeasances;

(x) Release, substitution, or sale of property securing repayment of the Bonds;
and

(xi)  Rating changes.

(e) In a timely manner, to the MSRB, notice of a failure by the Issuer to provide the
Annual Report within the period described in subsection 2.1(a) hereof.



Section 2.2 Continuing Disclosure Representations. The Issuer represents and warrants

that:

(a) Financial Statements shall be prepared according to principles prescribed by the
Division of Local Government Services in the Department of Community Affairs of the State of
New Jersey pursuant to chapter 5 of Title 40A of the New Jersey Statutes as in effect from time
to time.

(b) Financial Statements prepared annually shall be audited in accordance with
GAAS.

(c) The Issuer has not failed to comply in any material respect with any prior
continuing disclosure undertaking made by the Issuer in accordance with Rule 15¢2-12.

Section 2.3 Form of Annual Report.

(a) The Annual Report may be submitted as a single document or as separate
documents comprising a package.

(b) Any or all of the items which must be included in the Annual Report may be
incorporated by reference from other documents, including official statements of the Issuer or
related public entities which have been submitted to the MSRB or filed with the SEC. If the
document incorporated by reference is a final official statement, it must be available from the
MSRB. The Issuer shall clearly identify each such other document so incorporated by reference.

(c) The audited Financial Statements of the Issuer, if any, may be submitted
separately from the balance of the Annual Report.

Section 2.4 Responsibilities, Duties, Immunities and Liabilities of the Dissemination
Agent.

(a) If the Issuer or the Dissemination Agent (if one has been appointed or engaged by
the Issuer) has determined it necessary to report the occurrence of a Disclosure Event, the Issuer
or Dissemination Agent (if one has been appointed or engaged by the Issuer) shall file a notice of
such occurrence with the MSRB (the “Disclosure Event Notice”) in the form provided by the
Issuer.

(b) The Issuer and/or the Dissemination Agent (if one has been appointed or engaged
by the Issuer) shall file a written report with the Issuer certifying that the Annual Report has been
provided pursuant to this Certificate, stating the date it was provided to the MSRB.

Section 2.5 Appointment, Removal and Resignation of the Dissemination Agent.

(a) The Issuer may, from time to time, appoint or engage a Dissemination Agent to
assist it in carry out its obligations under this Certificate, and may discharge any such
Dissemination Agent, with or without appointing a successor Dissemination Agent. If at any
time there is not any other designated Dissemination Agent, the Issuer shall be the Dissemination
Agent.



(b) The Dissemination Agent shall have only such duties as are specifically set forth
in this Certificate, and the Issuer agrees to indemnify and save the Dissemination Agent, its
officers, directors, employees and agents harmless against any loss, expense and liability which it
may incur arising out of or in the exercise or performance of its powers and duties hereunder,
including the costs and expenses (including attorneys fees) of defending against any claim of
liability, but excluding liabilities due to the Dissemination Agent’s negligence or willful
misconduct. The obligations of the Issuer under this subsection shall survive resignation or
removal of the Dissemination Agent and payment of the Bonds.

(c) The Dissemination Agent, or any successor thereto, may at any time resign and be
discharged of its duties and obligations hereunder by giving not less than thirty (30) days written
notice to the Issuer. Such resignation shall take effect on the date specified in such notice.

ARTICLE III
DISCLOSURE DEFAULT AND REMEDIES

Section 3.1 Disclosure Default. The occurrence and continuation of a failure or refusal
by the Issuer to observe, perform or comply with any covenant, condition or agreement on its
part to be observed or performed in this Certificate and such failure or refusal shall remain
uncured for a period of thirty (30) days shall constitute a Disclosure Default hereunder.

Section 3.2 Remedies on Default.

(a) Any Bondholder, for the equal benefit and protection of all Bondholders similarly
situated, may take whatever action at law or in equity against the Issuer and of the officers,
agents and employees of the Issuer which is necessary or desirable to enforce the specific
performance and observance of any obligation, agreement or covenant of the Issuer under this
Certificate and may compel the Issuer or any such officers, agents, or employees, except of the
Dissemination Agent, to perform and carry out their duties under this Certificate; provided, that
no person or entity shall be entitled to recover monetary damages hereunder under any
circumstances.

(b) In case any Bondholder shall have proceeded to enforce its rights under this
Certificate and such proceedings shall have been discontinued or abandoned for any reason or
shall have been determined adversely to any Bondholder, then and in every such case the Issuer
and any Bondholder shall be restored respectively to their several positions and rights hereunder,
and all rights, remedies and powers of the Issuer and any Bondholder shall continue as though no
such proceeding had been taken.

(c) A default under this Certificate shall not be deemed a default under the Bonds,
and the sole remedy under this Certificate in the event of any failure or refusal by the Issuer to
comply with this Certificate shall be as set forth in subsection 3.2(a) of this Certificate.



ARTICLE IV
MISCELLANEOUS

Section 4.1 Purposes of the Continuing Disclosure Certificate. This Certificate is being
executed and delivered by the Issuer for the benefit of the Bondholders and in order to assist the
Participating Underwriters in complying with clause (b)(5) of Rule 15¢2-12.

Section 4.2 Additional Information. Nothing in this Certificate shall be deemed to
prevent the Issuer from (a) disseminating any other information, using the means of
dissemination set forth in this Certificate or any other means of communication, or (b) including
any other information in any Annual Report or any Disclosure Event Notice, in addition to that
which is required by this Certificate. If the Issuer chooses to include information in any Annual
Report or any Disclosure Event Notice in addition to that which is specifically required by this
Certificate, the Issuer shall have no obligation under this Certificate, the Issuer shall have no
obligation under this Certificate to update such information or include it in any future Annual
Report or any future Disclosure Event Notice.

Section 4.3 Notices. All notices required to be given or authorized shall be in writing
and shall be sent by registered or certified mail to the Issuer, County Administration Building,
401 Grand Street, Paterson, New Jersey 07505, Attention: Louis Garbaccio.

Section 4.4 Severability. If any provision of this Certificate shall be held or deemed to
be or shall, in fact, be illegal, inoperative or unenforceable, the same shall not affect any other
provision or provisions herein contained or render the same invalid, inoperative or unenforceable
to any extent whatever.

Section 4.5 Amendments, Changes and Modifications.

(a) Without the consent of any Bondholders, the Issuer at any time and from time to
time may enter into any amendments or modifications to this Certificate for any of the following
purposes:

(1) to add to covenants and agreements of the Issuer hereunder for the benefit
of the Bondholders, or to surrender any right or power conferred upon the
Issuer by this Certificate;

(1))  to modify the contents, presentation and format of the Annual Report from
time to time to conform to changes in accounting or disclosure principles
or practices and legal requirements followed by or applicable to the Issuer
or to reflect changes in the identity, nature or status of the Issuer or in the
business, structure or operations of the Issuer or any mergers,
consolidations, acquisitions or dispositions made by or affecting the
Issuer; provided that any such modification shall comply with the
requirements of Rule 15c¢2-12 as then in effect at the time of such
modification; or



(iii)  to cure any ambiguity, to correct or supplement any provision hereof
which may be inconsistent with any other provision hereof, or to include
any other provisions with respect to matters or questions arising under this
Certificate which, in each case, comply with Rule 15c2-12 as then in
effect at the time of such modification.

provided, that prior to approving any such amendment or modification, the Issuer determines that
such amendment or modifications does not adversely affect the interests of the Holders of the
Bonds in any material respect.

(b) Upon entering into any amendment or modification required or permitted by this
Certificate, the Issuer shall deliver, or cause the dissemination Agent to deliver, to each of the
Repositories written notice of any such amendment or modification.

(©) The Issuer shall be entitled to rely exclusively upon an opinion of counsel
nationally recognized as expert in federal securities law acceptable to the Issuer to the effect that
such amendments or modifications comply with the conditions and provisions of this Section
4.5.

Section 4.6 Amendments Required by Rule 15¢2-12. The Issuer recognizes that the
provisions of this Certificate are intended to enable the participating Underwriters to comply
with Rule 15¢2-12. If, as a result of a change in Rule 15¢2-12 or in the interpretation thereof, a
change in this Certificate shall be permitted or necessary to assure continued compliance with
Rule 15¢2-12 and upon delivery by any Participating Underwriter of an opinion of counsel
nationally recognized as expert in federal securities law acceptable to the Issuer to the effect that
such amendment shall be permitted or necessary to assure continued compliance by the
Participating Underwriter with Rule 15¢2-12 as so amended or interpreted, then the Issuer shall
amend this Certificate to comply with and be bound by any such amendment to this Certificate to
the extent necessary or desirable to assure compliance with the provisions of Rule 15¢2-12 and
provide the written notice of such amendment as required by subsection 4.5(b) hereof.

Section 4.7 Governing Law. This Certificate shall be governed exclusively by and
construed in accordance with the applicable laws of the State of New Jersey.

Section 4.8 Termination of Issuer’s Continuing Disclosure Obligations. The continuing
obligation of the Issuer under Section 2.1 hereof to provide the Annual Report and any
Disclosure Event Notice and to comply with the other requirements of said Section shall
terminate if and when either (a) the Bonds are no longer outstanding or (b) the Issuer no longer
remains an “obligated person” (as defined in Rule 15¢2-12(f)(10) with respect to the Bonds in
either event, only after the Issuer delivers, or causes the Dissemination Agent to deliver, to the
MSRB written notice to such effect. This Certificate shall be in full force and effect from the
date hereof and shall continue in effect so long as any Bonds are Outstanding.

Section 4.9 Binding Effect. This Certificate shall inure to the benefit of and shall be
binding upon the Issuer and its successors and assigns.




IN WITNESS WHEREOF, THE COUNTY OF PASSAIC, NEW JERSEY has
caused this Certificate to be executed in its name and its corporate seal to be hereunto affixed, all
as of the date first above written.

[SEAL] THE COUNTY OF PASSAIC, NEW JERSEY

By:

Louis Garbaccio, Director of Finance



CONTINUING DISCLOSURE UNDERTAKING

This Continuing Disclosure Undertaking (the “Undertaking™) dated as of April 1, 2010
by the County of Passaic, New Jersey, a public body corporate and politic of the State of New
Jersey (the “Issuer”) is executed and delivered in connection with the issuance of the Issuer’s
$23,156,350 principal amount of Bond Anticipation Notes, Series 2010A (the “Notes”).
Capitalized terms used in this Undertaking shall have the respective meanings specified above or
in Article I'V hereof.

ARTICLE I
THE UNDERTAKING

Section 1.1. Purpose. This Undertaking shall constitute a written undertaking for the
benefit of the holders of the Notes, and is being executed and delivered solely to assist the
successful bidder in complying with subsection (b)(5) of the Rule.

Section 1.2. Material Event Notices. If a Material Event occurs, the Issuer shall provide,
in a timely manner, a Material Event Notice to the Municipal Securities Rulemaking Board
(“MSRB”).

Section 1.3. Additional Disclosure Obligations. The Issuer acknowledges and
understands that other state and federal laws, including but not limited to the Securities Act of
1933 and Rule 10b-5 promulgated under the Securities Exchange Act of 1934, may apply to the
Issuer, and that under some circumstances compliance with this Undertaking, without additional
disclosures or other action, may not fully discharge all duties and obligations of the Issuer under
such laws.

Section 1.4. Additional Information. Nothing in this Undertaking shall be deemed to
prevent the Issuer from disseminating any other information, using the means of dissemination
set forth in this Undertaking or any other means of communication, or including any other
information in any Material Event Notice, in addition to that which is required by this
Undertaking. If the Issuer chooses to include any information in any Material Event Notice in
addition to that which is specifically required by this Undertaking, the Issuer shall have no
obligation under this Undertaking to update such information or include it in any future Material
Event Notice.

Section 1.5. No Previous Non-Compliance. The Issuer represents that since July 3,
1995, it has not failed to comply in any material respect with any previous undertaking in a
written contract or agreement specified in paragraph (b)(5)(i) of the Rule.

ARTICLE II
OPERATING RULES

Section 2.1. Material Event Notices. Each Material Event Notice shall be so captioned
and shall prominently state the title, date and CUSIP numbers of the Notes.




Section 2.2. Transmission of Notices. (a) Unless otherwise required by law and, in the
Issuer’s sole determination, subject to technical and economic feasibility, the Issuer shall employ
such methods of notice transmission as shall be requested or recommended by the herein-
designated recipients of the Issuer’s notices.

ARTICLE III
TERMINATION, AMENDMENT AND ENFORCEMENT

Section 3.1. Termination. (a) The Issuer’s obligations under this Undertaking shall
terminate upon a legal defeasance, prior redemption or payment in full of all of the Notes.

(b) This Undertaking, or any provision hereof, shall be null and void in the event that
the Issuer (1) receives an opinion of Counsel, addressed to the Issuer, to the effect that those
portions of the Rule which require this Undertaking, or any of the provisions hereof, do not or no
longer apply to the Notes, whether because such portions of the Rule are invalid, have been
repealed, or otherwise, as shall be specified in such opinion and (2) delivers copies of such
opinion to the MSRB.

Section 3.2. Amendment. (a) This Undertaking may be amended, in writing, without the
consent of the holders of the Notes (except to the extent required under clause (4)(ii) below), if
all of the following conditions are satisfied: (1) such amendment is made in connection with a
change in circumstances that arises from a change in legal (including regulatory) requirements, a
change in law (including rules or regulations) or in interpretations thereof, or a change in the
identity, nature or status of the Issuer or the type of business conducted thereby, (2) this
Undertaking as so amended would have complied with the requirements of the Rule as of the
date of this Undertaking, after taking into account any amendments or interpretations of the
Rule, as well as any change in circumstances, (3) the Issuer shall have received an opinion of
Counsel, addressed to the Issuer, to the same effect as set forth in clause (2) above, (4) either (i)
the Issuer shall have received an opinion of Counsel or a determination by a person, in each case
unaffiliated with the Issuer (such as bond counsel) and acceptable to the Issuer, addressed to the
Issuer, to the effect that the amendment does not materially impair the interests of the holders of
the Notes or (ii) the holders of the Notes consent to the amendment to this Undertaking and (5)
the Issuer shall have delivered copies of such opinion(s) and amendment to the MSRB.

(b) In addition to subsection (a) above, this Undertaking may be amended and any
provision of this Undertaking may be waived, in writing, without the consent of the holders of
the Notes, if all of the following conditions are satisfied: (1) an amendment to the Rule is
adopted, or a new or modified official interpretation of the Rule is issued, after the effective date
of this Undertaking which is applicable to this Undertaking, (2) the Issuer shall have received an
opinion of Counsel, addressed to the Issuer, to the effect that performance by the Issuer under
this Undertaking as so amended or giving effect to such waiver, as the case may be, will not
result in a violation of the Rule and (3) the Issuer shall have delivered copies of such opinion and
amendment to the MSRB.



Section 3.3. Benefit; Third-Party Beneficiaries; Enforcement. (a) The provisions of this
Undertaking shall inure solely to the benefit of the holders from time to time of the Notes, except
that beneficial owners of Notes shall be third-party beneficiaries of this Undertaking.

(b) Except as provided in this subsection (b), the provisions of this Undertaking shall
create no rights in any person or entity. The obligations of the Issuer to comply with the
provisions of this Undertaking shall be enforceable (i) in the case of enforcement of obligations
to provide notices, by any holder of outstanding Notes, or (ii) in the case of challenges to the
adequacy of the notices so provided, by the holders of not less than a majority in aggregate
principal amount of the Notes at the time outstanding. The holders’ rights to enforce the
provisions of this Undertaking shall be limited solely to a right, by action in mandamus or for
specific performance, to compel performance of the Issuer’s obligations under this Undertaking.
In consideration of the third-party beneficiary status of beneficial owners of Notes pursuant to
subsection (a) of this Section, beneficial owners shall be deemed to be holders of Notes for
purposes of this subsection (b).

(©) Any failure by the Issuer to perform in accordance with this Undertaking shall not
constitute a default with respect to the Notes.

(d) This Undertaking shall be construed and interpreted in accordance with the laws
of the State, and any suits and actions arising out of this Undertaking shall be instituted in a court
of competent jurisdiction in the State; provided, however, that to the extent this Undertaking
addresses matters of federal securities laws, including the Rule, this Undertaking shall be
construed in accordance with such federal securities laws and official interpretations thereof.

ARTICLE IV
DEFINITIONS

Section 4.1. Definitions. The following terms used in this Undertaking shall have the
following respective meanings:

(1) “Counsel” means Gibbons P.C. or other nationally recognized bond counsel or
counsel expert in federal securities laws.

(2) “Material Event” means any of the following events with respect to the Notes,
whether relating to the Issuer or otherwise, if material:

(1) principal and interest payment delinquencies;

(i1) non-payment related defaults;

(i11) unscheduled draws on debt service reserves reflecting financial
difficulties;

(iv) unscheduled draws on credit enhancements reflecting financial
difficulties;

(V) substitution of credit or liquidity providers, or their failure to perform;

(vi) adverse tax opinions or events affecting the tax-exempt status of the
security;



(vii) modifications to rights of security holders;

(viii) bond calls (other than mandatory sinking fund redemptions);
(ix) defeasances;
(x) release, substitution, or sale of property securing repayment of the
securities; and
(x1) rating changes.
3) “Material Event Notice” means notice of a Material Event.

4) “MSRB” means the Municipal Securities Rulemaking Board or any other entity
designated or authorized by the Securities and Exchange Commission to receive reports pursuant
to Rule 15¢2-12. Until otherwise designated by the MSRB or the Securities and Exchange
Commission, filings with the MSRB are to be made through the Electronic Municipal Market
Access (EMMA) website of the MSRB, currently located at http://emma.msrb.org.

(5) “Official Statement” means the “final official statement”, as defined in paragraph
(H)(3) of the Rule.

(6) “Rule” means Rule 15c¢2-12 promulgated by the SEC under the Securities
Exchange Act of 1934 (17 CFR Part 240, §240.15¢2-12), as in effect on the date of this
undertaking, including any official interpretations thereof issued either before or after the
effective date of this Undertaking which are applicable to this Undertaking.

(7 “SEC” means the United States Securities and Exchange Commission.
() “State” means the State of New Jersey.

IN WITNESS WHEREOF, the Issuer has caused this Undertaking to be executed by its
Director of Finance as of the date first above written.

THE COUNTY OF PASSAIC, NEW JERSEY

By:

Name: Louis Garbaccio
Title: Director of Finance



CONTINUING DISCLOSURE UNDERTAKING

This Continuing Disclosure Undertaking (the “Undertaking”) dated as of April 1, 2010
by the County of Passaic, New Jersey, a public body corporate and politic of the State of New
Jersey (the “Issuer”) is executed and delivered in connection with the issuance of the Issuer’s
$13,570,000 principal amount of Bond Anticipation Notes, Series 2010B (Taxable) (the
“Notes”). Capitalized terms used in this Undertaking shall have the respective meanings
specified above or in Article IV hereof.

ARTICLE I
THE UNDERTAKING

Section 1.1. Purpose. This Undertaking shall constitute a written undertaking for the
benefit of the holders of the Notes, and is being executed and delivered solely to assist the
successful bidder in complying with subsection (b)(5) of the Rule.

Section 1.2. Material Event Notices. If a Material Event occurs, the Issuer shall provide,
in a timely manner, a Material Event Notice to the Municipal Securities Rulemaking Board
(“MSRB”).

Section 1.3. Additional Disclosure Obligations. The Issuer acknowledges and
understands that other state and federal laws, including but not limited to the Securities Act of
1933 and Rule 10b-5 promulgated under the Securities Exchange Act of 1934, may apply to the
Issuer, and that under some circumstances compliance with this Undertaking, without additional
disclosures or other action, may not fully discharge all duties and obligations of the Issuer under
such laws.

Section 1.4. Additional Information. Nothing in this Undertaking shall be deemed to
prevent the Issuer from disseminating any other information, using the means of dissemination
set forth in this Undertaking or any other means of communication, or including any other
information in any Material Event Notice, in addition to that which is required by this
Undertaking. If the Issuer chooses to include any information in any Material Event Notice in
addition to that which is specifically required by this Undertaking, the Issuer shall have no
obligation under this Undertaking to update such information or include it in any future Material
Event Notice.

Section 1.5. No Previous Non-Compliance. The Issuer represents that since July 3,
1995, it has not failed to comply in any material respect with any previous undertaking in a
written contract or agreement specified in paragraph (b)(5)(i) of the Rule.

ARTICLE II
OPERATING RULES

Section 2.1. Material Event Notices. Each Material Event Notice shall be so captioned
and shall prominently state the title, date and CUSIP numbers of the Notes.




Section 2.2. Transmission of Notices. (a) Unless otherwise required by law and, in the
Issuer’s sole determination, subject to technical and economic feasibility, the Issuer shall employ
such methods of notice transmission as shall be requested or recommended by the herein-
designated recipients of the Issuer’s notices.

ARTICLE III
TERMINATION, AMENDMENT AND ENFORCEMENT

Section 3.1. Termination. (a) The Issuer’s obligations under this Undertaking shall
terminate upon a legal defeasance, prior redemption or payment in full of all of the Notes.

(b) This Undertaking, or any provision hereof, shall be null and void in the event that
the Issuer (1) receives an opinion of Counsel, addressed to the Issuer, to the effect that those
portions of the Rule which require this Undertaking, or any of the provisions hereof, do not or no
longer apply to the Notes, whether because such portions of the Rule are invalid, have been
repealed, or otherwise, as shall be specified in such opinion and (2) delivers copies of such
opinion to the MSRB.

Section 3.2. Amendment. (a) This Undertaking may be amended, in writing, without the
consent of the holders of the Notes (except to the extent required under clause (4)(ii) below), if
all of the following conditions are satisfied: (1) such amendment is made in connection with a
change in circumstances that arises from a change in legal (including regulatory) requirements, a
change in law (including rules or regulations) or in interpretations thereof, or a change in the
identity, nature or status of the Issuer or the type of business conducted thereby, (2) this
Undertaking as so amended would have complied with the requirements of the Rule as of the
date of this Undertaking, after taking into account any amendments or interpretations of the
Rule, as well as any change in circumstances, (3) the Issuer shall have received an opinion of
Counsel, addressed to the Issuer, to the same effect as set forth in clause (2) above, (4) either (i)
the Issuer shall have received an opinion of Counsel or a determination by a person, in each case
unaffiliated with the Issuer (such as bond counsel) and acceptable to the Issuer, addressed to the
Issuer, to the effect that the amendment does not materially impair the interests of the holders of
the Notes or (ii) the holders of the Notes consent to the amendment to this Undertaking and (5)
the Issuer shall have delivered copies of such opinion(s) and amendment to the MSRB.

(b) In addition to subsection (a) above, this Undertaking may be amended and any
provision of this Undertaking may be waived, in writing, without the consent of the holders of
the Notes, if all of the following conditions are satisfied: (1) an amendment to the Rule is
adopted, or a new or modified official interpretation of the Rule is issued, after the effective date
of this Undertaking which is applicable to this Undertaking, (2) the Issuer shall have received an
opinion of Counsel, addressed to the Issuer, to the effect that performance by the Issuer under
this Undertaking as so amended or giving effect to such waiver, as the case may be, will not
result in a violation of the Rule and (3) the Issuer shall have delivered copies of such opinion and
amendment to the MSRB.



Section 3.3. Benefit; Third-Party Beneficiaries; Enforcement. (a) The provisions of this
Undertaking shall inure solely to the benefit of the holders from time to time of the Notes, except
that beneficial owners of Notes shall be third-party beneficiaries of this Undertaking.

(b) Except as provided in this subsection (b), the provisions of this Undertaking shall
create no rights in any person or entity. The obligations of the Issuer to comply with the
provisions of this Undertaking shall be enforceable (i) in the case of enforcement of obligations
to provide notices, by any holder of outstanding Notes, or (ii) in the case of challenges to the
adequacy of the notices so provided, by the holders of not less than a majority in aggregate
principal amount of the Notes at the time outstanding. The holders’ rights to enforce the
provisions of this Undertaking shall be limited solely to a right, by action in mandamus or for
specific performance, to compel performance of the Issuer’s obligations under this Undertaking.
In consideration of the third-party beneficiary status of beneficial owners of Notes pursuant to
subsection (a) of this Section, beneficial owners shall be deemed to be holders of Notes for
purposes of this subsection (b).

(©) Any failure by the Issuer to perform in accordance with this Undertaking shall not
constitute a default with respect to the Notes.

(d) This Undertaking shall be construed and interpreted in accordance with the laws
of the State, and any suits and actions arising out of this Undertaking shall be instituted in a court
of competent jurisdiction in the State; provided, however, that to the extent this Undertaking
addresses matters of federal securities laws, including the Rule, this Undertaking shall be
construed in accordance with such federal securities laws and official interpretations thereof.

ARTICLE IV
DEFINITIONS

Section 4.1. Definitions. The following terms used in this Undertaking shall have the
following respective meanings:

(1) “Counsel” means Gibbons P.C. or other nationally recognized bond counsel or
counsel expert in federal securities laws.

(2) “Material Event” means any of the following events with respect to the Notes,
whether relating to the Issuer or otherwise, if material:

(1) principal and interest payment delinquencies;

(i1) non-payment related defaults;

(i11) unscheduled draws on debt service reserves reflecting financial
difficulties;

(iv) unscheduled draws on credit enhancements reflecting financial
difficulties;

(V) substitution of credit or liquidity providers, or their failure to perform;

(vi) adverse tax opinions or events affecting the tax-exempt status of the
security;



(vii) modifications to rights of security holders;

(viii) bond calls (other than mandatory sinking fund redemptions);
(ix) defeasances;
(x) release, substitution, or sale of property securing repayment of the
securities; and
(x1) rating changes.
3) “Material Event Notice” means notice of a Material Event.

4) “MSRB” means the Municipal Securities Rulemaking Board or any other entity
designated or authorized by the Securities and Exchange Commission to receive reports pursuant
to Rule 15¢2-12. Until otherwise designated by the MSRB or the Securities and Exchange
Commission, filings with the MSRB are to be made through the Electronic Municipal Market
Access (EMMA) website of the MSRB, currently located at http://emma.msrb.org.

(5) “Official Statement” means the “final official statement”, as defined in paragraph
(H)(3) of the Rule.

(6) “Rule” means Rule 15c¢2-12 promulgated by the SEC under the Securities
Exchange Act of 1934 (17 CFR Part 240, §240.15¢2-12), as in effect on the date of this
undertaking, including any official interpretations thereof issued either before or after the
effective date of this Undertaking which are applicable to this Undertaking.

(7 “SEC” means the United States Securities and Exchange Commission.
() “State” means the State of New Jersey.

IN WITNESS WHEREOF, the Issuer has caused this Undertaking to be executed by its
Director of Finance as of the date first above written.

THE COUNTY OF PASSAIC, NEW JERSEY

By:

Name: Louis Garbaccio
Title: Director of Finance



APPENDIX C

FORM OF APPROVING LEGAL OPINION OF
GIBBONS P.C. FOR THE BONDS



April _, 2010

Board of Chosen Freeholders
County of Passaic

County Administration Building
401 Grand Street

Paterson, New Jersey 07505

Dear Board Members:

We have examined certified copies of the proceedings of the Board of Chosen
Freeholders of the County of Passaic, State of New Jersey (the “County”), including ordinances,
affidavits and certificates delivered by officials of the County, and other proofs submitted to us
relative to the issuance and sale by the County of its $22,746,000 aggregate principal amount of
General Obligation Bonds, Series 2010, dated the date of delivery, consisting of $19,671,000
General Improvement Bonds, Series 2010A (the “Series 2010A Bonds”), $945,000 County
Vocational School Bonds, Series 2010B (New Jersey School Bond Reserve Act, P.L. 1980, ¢.72)
(the “Series 2010B Bonds”), and $2,130,000 County College Bonds, Series 2010C (the “Series
2010C Bonds”) (collectively, the “Series 2010 Bonds”).

The Series 2010 Bonds are issued pursuant to the Local Bond Law, constituting Chapter
2 of Title 40A of the New Jersey Statutes, as amended (the “Local Bond Law), and where
appropriate, Title 18A, Education of the New Jersey Statutes, as amended (the “Education
Law”), a resolution of the Board of Chosen Freeholders adopted on March 9, 2010 (the
“Resolution”) and by virtue of various bond ordinances of the County (the “Bond Ordinance”).

Each of the Series 2010 Bonds is dated the date of the delivery, bears interest at the
interest rate set forth on the cover of the Official Statement relating to the Series 2010 Bonds and
matures on April 1 in the years and in the principal amounts as set forth below.



Year Series 2010A Bonds Series 2010B Bonds Series 2010C Bonds

2011 $ 250,000 $ 75,000 $150,000
2012 300,000 90,000 160,000
2013 325,000 95,000 170,000
2014 350,000 100,000 180,000
2015 750,000 110,000 190,000
2016 1,000,000 120,000 200,000
2017 1,250,000 125,000 210,000
2018 1,500,000 130,000 220,000
2019 1,750,000 100,000 230,000
2020 2,000,000 240,000
2021 2,250,000 180,000
2022 2,500,000

2023 2,650,000

2024 2,796,000

The Series 2010 Bonds maturing on or prior to April 1, 2020 shall not be subject to
redemption prior to their respective maturity dates. The Series 2010 Bonds maturing on or after
April 1, 2021 shall be subject to redemption prior to their respective maturity dates, on or after
April 1, 2020 at the option of the County, either in whole or in part at any time in any order of
maturity at a redemption price equal to 100% of the principal amount to be redeemed, plus
accrued interest thereon to the date of redemption.

We have examined the Local Bond Law and such other laws and originals (or copies
certified or otherwise identified to our satisfaction) of such instruments, certificates and
documents as we deem necessary to render the opinions set forth herein. In such examination, we
have assumed the genuineness of all signatures, the authenticity of all documents submitted to us
as originals and the conformity to the original documents of all documents submitted to us as
copies.

Based upon the foregoing and subject to the qualifications set forth herein, we are of the
opinion that:

1. The aforementioned proceedings and proofs show lawful authority for the
issuance and sale of the Series 2010 Bonds pursuant to the Local Bond Law, the Education Law,
and other applicable provisions of law, and that the Series 2010 Bonds have been duly
authorized, executed and delivered and are valid and legally binding obligations of the County.
The Series 2010B Bonds are entitled to the benefits of the provisions of the New Jersey School
Bond Reserve Act, P.L. 1980, ¢.72.

2. The County has the power and is obligated to levy ad valorem taxes upon all the
taxable property within the County for the payment of the principal of and interest on the Series
2010 Bonds, without limitation as to rate or amount.

3. Under existing law, interest on the Series 2010 Bonds is excluded from the gross
income of the owners of the Series 2010 Bonds for Federal income tax purposes pursuant to
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Section 103 of the Internal Revenue Code of 1986, as amended (the “Code”) and interest on the
Series 2010 Bonds is not an item of tax preference under Section 57 of the Code for purposes of
computing the alternative minimum tax. We express no opinion regarding any other Federal
income tax consequences arising with respect to the Series 2010 Bonds.

4. Under existing law, interest on the Series 2010 Bonds and net gains from the sale
thereof are exempt from the tax imposed by the New Jersey Gross Income Tax Act.

With respect to our Federal income tax opinion, we note that the Code imposes certain
requirements that must be met on a continuing basis subsequent to the issuance of the Series
2010 Bonds in order for interest on the Series 2010 Bonds to be excluded from gross income for
Federal income tax purposes pursuant to Section 103 of the Code. The County has covenanted to
comply with the provisions of the Code applicable to the Series 2010 Bonds and has covenanted
not to take any action or permit any action to be taken which would cause the interest on the
Series 2010 Bonds to lose the exclusion from gross income for Federal income tax purposes
under Section 103 of the Code or cause interest on the Series 2010 Bonds to be treated as an item
of tax preference under Section 57 of the Code. We have assumed continuing compliance by the
County with the above covenants in rendering our opinion with respect to the exclusion of
interest on the Series 2010 Bonds from gross income for Federal income tax purposes and with
respect to interest on the Series 2010 Bonds not constituting an item of tax preference.

Attention is called to the fact that we have not been requested to examine and have not
examined any documents or information relating to the County other than the certified copies of
the proceedings and proofs referred to herein-above, and no opinion is expressed as to any
financial or other information, or the adequacy thereof, which has been or may be supplied to
any purchaser of said Series 2010 Bonds.

Our opinion concerning the enforceability of the Series 2010 Bonds is subject to federal
and state laws regarding bankruptcy, insolvency, reorganization, moratorium and other similar
laws affecting creditors’ rights and remedies generally (including, without limitation, laws
relating to fraudulent conveyance, and by general principles of law and equity (regardless of
whether enforcement is considered or sought in proceedings at law or in equity) and by
limitation on remedial rights under applicable law). Their enforcement may also be subject to the
exercise of judicial discretion in appropriate cases.

The opinions stated herein are based upon current authorities, and there can be no
assurance that future legislative or administrative changes or court decisions will not affect said
opinions. We undertake no obligation to inform you of any matter occurring after the date of this
letter which affects in any way the opinion given herein.



Except as stated above, we express no opinion as to any Federal or state tax
consequences with respect to the Series 2010 Bonds.

Very truly yours,

GIBBONS P.C.



APPENDIX D

FORM OF APPROVING LEGAL OPINION OF
GIBBONS P.C. FOR THE NOTES



April _, 2010

Board of Chosen Freeholders of
County of Passaic, New Jersey
Paterson, New Jersey 07505

Dear Ladies and Gentlemen:

We have examined certified copies of the proceedings of the Board of Chosen
Freeholders of the County of Passaic, in the State of New Jersey (the “County”), including
ordinances, affidavits and certificates delivered by officials of the County, and other proofs
submitted to us relative to the issuance and sale of $23,156,350 aggregate principal amount of
the County’s Bond Anticipation Notes, Series 2010A (the “Notes”). The Notes are issued in
registered form without coupons, are dated the date of delivery, bear interest at the rate of
and Hundredths Percent ( %) per annum and are payable at maturity on April 12,
2011. The Notes are issued pursuant to the Local Bond Law, constituting Chapter 2 of Title 40A
of the New Jersey Statutes (the “Local Bond Law”), the various bond ordinances referred to
therein each in all respects duly approved and published as required by law and an award
certificate of the Director of Finance executed March 24, 2010.

The Notes are temporary obligations issued in anticipation of the issuance of bonds.

We have examined the Local Bond Law and such other laws and originals (or copies
certified or otherwise identified to our satisfaction) of such instruments, certificates and
documents as we deem necessary to render the opinions set forth herein. In such examination,
we have assumed the genuineness of all signatures, the authenticity of all documents submitted
to us as originals and the conformity to the original documents of all documents submitted to us
as copies.

Based upon the foregoing and subject to the qualifications set forth herein, we are of the
opinion that:

1. The aforementioned proceedings and proofs show lawful authority for the issuance
and sale of the Notes pursuant to the Local Bond Law and other applicable provisions of law,
and that the Notes have been duly authorized, executed and delivered and are valid and legally
binding obligations of the County.

2. The County has the power and is obligated to levy ad valorem taxes upon all the
taxable property within the County for the payment of the principal of and interest on the Notes,
without limitation as to rate or amount.



3. Under existing law, interest on the Notes is excluded from the gross income of the
owners of the Notes for Federal income tax purposes pursuant to Section 103 of the Internal
Revenue Code of 1986, as amended (the “Code”) and interest on the Notes is not an item of tax
preference under Section 57 of the Code for purposes of computing the alternative minimum tax.

4. Under existing law, interest on the Notes and any net gains on the sale thereof are
exempt from the tax imposed by the New Jersey Gross Income Tax Act.

With respect to our Federal income tax opinion, we note that the Code imposes certain
requirements that must be met on a continuing basis subsequent to the issuance of the Notes in
order for interest on the Notes to be excluded from gross income for Federal income tax
purposes pursuant to Section 103 of the Code. The County has covenanted to comply with the
provisions of the Code applicable to the Notes and has covenanted not to take any action or
permit any action to be taken which would cause the interest on the Notes to lose the exclusion
from gross income for Federal income tax purposes under Section 103 of the Code or cause
interest on the Notes to be treated as an item of tax preference under Section 57 of the Code. We
have assumed continuing compliance by the County with the above covenants in rendering our
opinion with respect to the exclusion of interest on the Notes from gross income for Federal
income tax purposes and with respect to interest on the Notes not constituting an item of tax
preference.

Attention is called to the fact that we have not been requested to examine and have not
examined any documents or information relating to the County other than the certified copies of
the proceedings and proofs hereinabove referred to, and no opinion is expressed as to any
financial or other information, or the adequacy thereof, which has been or may be supplied to
any purchaser of said Notes.

Our opinion concerning the enforceability of the Notes is subject to federal and state laws
regarding bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting
creditors’ rights and remedies generally (including, without limitation, laws relating to
fraudulent conveyance, and by general principles of law and equity (regardless of whether
enforcement is considered or sought in proceedings at law or in equity) and by limitation on
remedial rights under applicable law). Their enforcement may also be subject to the exercise of
judicial discretion in appropriate cases.

The opinions stated herein are based upon current authorities, and there can be no
assurance that future legislative or administrative changes or court decisions will not affect said
opinions.



Except as stated above, we express no opinion as to any Federal or state tax
consequences with respect to the Notes.

Very truly yours,

Gibbons P.C.



April _, 2010

Board of Chosen Freeholders of
County of Passaic, New Jersey
Paterson, New Jersey 07505

Dear Ladies and Gentlemen:

We have examined certified copies of the proceedings of the Board of Chosen
Freeholders of the County of Passaic, in the State of New Jersey (the “County”), including
ordinances, affidavits and certificates delivered by officials of the County, and other proofs
submitted to us relative to the issuance and sale of $13,570,000 aggregate principal amount of
the County’s Bond Anticipation Notes, Series 2010B (Taxable) (the “Notes”). The Notes are
issued in registered form without coupons, are dated the date of delivery, bear interest at the rate
of and Hundredths Percent (%) per annum and are payable at
maturity on April 12, 2011. The Notes are issued pursuant to the Local Bond Law, constituting
Chapter 2 of Title 40A of the New Jersey Statutes (the “Local Bond Law”), the various bond
ordinances referred to therein each in all respects duly approved and published as required by
law and an award certificate of the Director of Finance executed March 24, 2010.

The Notes are temporary obligations issued in anticipation of the issuance of bonds.

We have examined the Local Bond Law and such other laws and originals (or copies
certified or otherwise identified to our satisfaction) of such instruments, certificates and
documents as we deem necessary to render the opinions set forth herein. In such examination,
we have assumed the genuineness of all signatures, the authenticity of all documents submitted
to us as originals and the conformity to the original documents of all documents submitted to us
as copies.

Based upon the foregoing and subject to the qualifications set forth herein, we are of the
opinion that:

1. The aforementioned proceedings and proofs show lawful authority for the issuance
and sale of the Notes pursuant to the Local Bond Law and other applicable provisions of law,
and that the Notes have been duly authorized, executed and delivered and are valid and legally
binding obligations of the County.

2. The County has the power and is obligated to levy ad valorem taxes upon all the
taxable property within the County for the payment of the principal of and interest on the Notes,
without limitation as to rate or amount.



3. Under existing law, interest on the Notes is included in gross income of the owners of
the Notes for Federal income tax purposes.

4. Under existing law, interest on the Notes and any net gains on the sale thereof are
exempt from the tax imposed by the New Jersey Gross Income Tax Act.

Attention is called to the fact that we have not been requested to examine and have not
examined any documents or information relating to the County other than the certified copies of
the proceedings and proofs hereinabove referred to, and no opinion is expressed as to any
financial or other information, or the adequacy thereof, which has been or may be supplied to
any purchaser of said Notes.

Our opinion concerning the enforceability of the Notes is subject to federal and state laws
regarding bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting
creditors’ rights and remedies generally (including, without limitation, laws relating to
fraudulent conveyance, and by general principles of law and equity (regardless of whether
enforcement is considered or sought in proceedings at law or in equity) and by limitation on
remedial rights under applicable law). Their enforcement may also be subject to the exercise of
judicial discretion in appropriate cases.

The opinions stated herein are based upon current authorities, and there can be no
assurance that future legislative or administrative changes or court decisions will not affect said

opinions.

Except as stated above, we express no opinion as to any Federal or state tax
consequences with respect to the Notes.

Very truly yours,

Gibbons P.C.
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