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NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Management Discussion and Analysis

June 30, 2006 and 2005

Introduction

This section of the financial statements of New Jersey City University (the University) presents management’s
discussion and analysis of ~he financial performance and condition for the years ended June 30, 2006 and 2005,
and comparative amounts for the year ended June 30, 2004. This section is designed to assist readers in
understanding the accompanying financier statements, and therefore, should be read in conjunction with the
financial statements .and the related footnote disclosures.

University Overview

Since the date of its charter by the New Jersey Legislature in 1927, New Jersey City University continues to
evolve as a reputable institution of higher learning. Although the University was founded as a teacher training
institution, its subsequent dynamic growth has been based on its energetic and creative response to public
demands for new educational programs. While the University’s location in the urban center of .the Northeast
affords students ~ill of .the varied cultural and intellectual stimulation of a city, the campus has retained a quiet
atmosphere for study, and a size conducive to a strong relationship between students and faculty which enhances
learning. More than thi~y degree programs are currently being offered at the University. In. addition, graduate
programs and teacher certification programs are also available. Computer science, business administration,
criminal justice, and health sciences are among .some of the newer programs which have joined the traditional
programs of study in the fiberal arts. The student body of the University is drawn from a broad base of the
population and includes the high school graduate pursuing a four-year degree sequences, as well as nontraditional
students. These nontraditional students include the older student, the part-time student, and the working student,
all of whom are able to avail themselves of flexible class scheduling.

The New Jersey City :University Foundation, Inc. (the Foundation) was established as a nonprofit corporation to
provide -an independent instrument of co~atrol of funds, from other than state -resources, which support the
purposes and mission of the University. The Foundation qualifies under Section501(c)(3) of the Internal
Revenue Code and is exempt from both federal and state taxes. Because the Foundation’s resources have
historically only been .used by or for the benefit of the University, the Foundation is considered a component unit
and is discretely presented in the University’ s financial statements.

Financial Statements

The University’s financial report includes three financial statements: the Statement of Net Assets, the Statement
of Revenues, Expenses, and Changes in Net Assets, and the Statement of Cash Flows. These financial statements
are prepared in accordance with Governmental Accountirig Standards Board (GASB) principles.

GASB Statement No. 35, Basic Financial Statements - and Management’s Discussion and Analysis -for Public
Colleges and Universities, establishes standards for external financial reporting for public colleges and
universities requiring that financial statements be presented on a basis to focus on the University as a whole.
Previously, financial statements focused on the accountability of individual fund groups. GASB Statement
No. 39, Determining Whether Certain Organizations Are Component Units establishes criteria for assessing
whether certain organizations should be reported as a component unit of the financial reporting entity and has
resulted in the inclusion of the Foundation in the University’s financial statements.

1 (Continued)



NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Management Discussion and Analysis

June 30, 2006 and 2005

Statement of Net Assets

The Statement of Net Assets presents ,the financial position of the University at the end of the fiscal year. Assets,
excluding capital assets, are generally carried at estimated fair market value. Capital assets -are carried at cost and
are depreciated over their respective useful life. Assets are classified as current and noncnrrent. Current assets are
those assets considered to be convertible to cash within one year. Current assets of the University consist
primarily .of cash, short :term investments, including the State of New Jersey Cash Management Fund, deposits
held with bond trustees, and student and grants .receivables.

Liabilities are also classified as current and noncurrent. Current liabilities are those liabilities due and anticipated
to -be paid within the upcoming fiscal year. Current liabilities of the University consist primarily of .trade accounts
payable, accrued benefits, and current portion of long term debt.

Net assets are the residual interest in the University’s assets after the liabilities are deducted. Net assets are
classified into three categories: net assets invested in capital assets, net of related debt; expendable restricted net
assets; and unrestricted :net assets. The ftrst category, net assets invested in capital assets, net of related debt~

¯ ~eflects the equity incapital assets that the University owns. Expendable restricted net assets are assets that are
~ubject to 6xterually imposed-restrictions governing their use, including debt service and other bond covenant
’requiremer~s and capital grant funds. The final category, unrestricted net assets, is available to be’uSed for the
: general purpose or operations of the University.

A summary of-the University’s assets, liabilities and net assets at June 30, 2006 and 2005, and comparative
amounts at June 30, 2004 are as follows:

2006 2005 2004
(In millions)

Assets:
Current assets $ 23.3 28.2 25.2
Noncurrent assets:

Capital assets 173.3 147.5 120.9
Other assets 35.8 57.9 58.8

Total assets $ 232.4 233.6 204.9

Liabilities:
Current liabilities
Noncurrent liabilities

Total liabilities

17.3 19.8 18.7
124.2 123.9 104.1

141.5 143.7 122.8
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NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New JerSey)

Management Discussion and Analysis

June 30, 2006 and 2005

Net assets:
Invested in capital assets, net of

related debt
Restricted-for expendable:

Renewal and replacement
Debt service reserve
Debt service - principal
Perkins loans

Unrestricted

2006 2OO5
(In miHions)

2004

$ 60.2 60.3 51.2

3.1 2.9 2.7
3.7 3.8 3.8
2.0 1.7 1.6
0.2 0.2 0.1

21.7 21.0 22.7

Total :net assets $ 90.9 89.9 82.1

Statement of Net Assets - Financial Highlights

As of~ June30,2006., the University’s total assets decreased by $1.2 million to $232.4!million ~om
$233.6/~11ion as of June 30, 2005. This decrease is primarily attributable to decreases in. grants,receivable, and
other receivables 0f$2.1 million and $1.6 million, respectively, due to increased collection efforts ~throughout the
year. In- addition, during fiscal year 2006, the majority of the University’s capital expenditures were incurred
relating ..to the Arts & Science Building and the renovation of the Gilligan Student Union Building, which
resulted in the transition of cash between deposits held with bond trustees and capital assets. As of June 30, 2005,
the University’s total assets increased by $28.7 million to $233.6 million from $204.9 million as of June 30,
2004. This significant increase is primarily attributable to an increase in deposits held with bond trustees in
conjunction with the New Jersey Educational Facilities Authority (NJEFA) Series 2005 A bond and an increase
in capital assets~ This significant increase is primarily attributable to an increase in deposits held with bond
trustees in conjunction with the New Jersey Educational Facilities Authority (NJEFA) Series 2005 A bond and
an increase in capital assets. In addition to these increases, there was a significant negative fluctuation in the
University’s cash balance as of June 30, 2005, as compared to June 30, 2004. This decrease in cash is due to
capital expenses incurred for capital projects which were drawn down at the end of the fiscal year. These
drawdowns were in :transit as of June 30, 2005. A corresponding positive fluctuation is included in the current
portion of deposits held with bond trustees. Also, during fiscal year 2005, the Black Box Theater and Business
Development Incubator projects were completed and placed into service. In addition, there is a significant
increase in construction in progress as of June 30, 2005, due to the commencement of construction on a number
of significant projects.

As of June30, 2006, the University’s total liabilities decreased $2.2 million to $141.5 million from
$143.7 million as of June 30, 2005. The major component is a decrease to the vendor accounts payable and
accruals of $1.6 million due to timing of vendor payments. In addition, in January 2006, the University issued
$5.95 million in Series 2006 C revenue bonds through the New Jersey Educational Facilities Authority (NJEFA)
to finance the advance refunding of a portion of the NJEFA’s Revenue Bonds, New Jersey City University Issue,
Series 1999 B, refinance a bank loan in the principal amount of $5.2 million, and finance the payment of the
costs of issuance of the Bonds.
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NEW JERSEY CiTY UNIVERSITY
(A Component Unit of the State of New Jersey)

Management Discussion and Analysis

June 30, 2006 and 2005

As of June30, 2005, the University’s total liabilities increased $20.9 million to $143.7 million from
$122.8 million as of June 30, 2004. The major component is an increase to the noncurrent portion of long term
debt from -the NJEFA Series 2005 A debt issuance .for $21.6 million. This increase to the noncurrent portion of
long term debt is offset by anticipated fiscal 2006 debt service payments, which are included in the current
portion of long term debt as of June 30, 2005. tn addition to the NJEFA Series 2005A debt issuance and current
year debt service payments, there was a minimal increase in accounts payable and accrued expenses as of June
30, 2005 due to timing of vendor payments and the year end payroll cycle.

The current ratio of the University measures the institution’s ability to satisfy current obligations as they come
due. The University’s current ratio was 1.3, 1.4, and 1.3 as of June 30, 2006, 2005, and 2004, respectively. The
ratio of unrestricted financial-resources to operations is a key indicator of financial strength and flexibility to
cover operating expenses without relying on generating additional resources. The University’s unrestricted
financial resource :ratio was 19%, 21%, and 22% as of June 30, 2006, 2005, and 2004, respectively.

Statement of ReVenues, Expenses, and Changes in Net Assets

The Statement of Revenues, Expenses, and Changes in Net Assets pr.esents the revenue earned and ex~penses
incurred during~.:t.he fiscal year.

The Statement :of Revenues, Expenses, and Changes in Net Assets is categorized into three sections: operating
revenues, operating expenses, and net nonoperating revenues (expenses). The net difference between these three,
results in an increase or decrease in the University’s net assets. The change in net assets indicates whether the
overall financial condition of the University has improved or declined during the year.

Generally, operating revenues are earned in exchange for providing goods or services. Operating revenues of the
University consist of net tuition and fees revenue, as well as federal, State of New Jersey, and local grant
revenue. Operating expenses are expenses incurred to produce goods or services in .return for operating revenue,
as well as expenses incurred to carry out the mission of the University. Nonoperating revenue is revenue earned
for which goods or services were-not provided in exchange for such revenue. The State of New Jersey
appropriation and interest income are classified as nonoperating revenue of the University. Nonoperating
expenses consist of interest expense and gifts to the New ~Jersey City University Foundation.
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NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Management Discussion and Analysis

June 30, 2006 and 2005

2005
State Of                           Capital

Student New Jersey Grants & Grants & Other
Revenue, net Appropriations Contracts Gifts Revenues

Amounts (in thousands) $ 42.008 47,451 20,606 2,391 2.826
Percent 36.4% 41.2% 17.9% 2.1% 2.4%

2004
State of                           Capital

Student New Jersey Grants & Grants & Other
Revenue, net Appropriations Contracts Gifts Revenues

Amounts (in thousands) $ 39,383 44,366 20,828 591 1,837
Percent 36.8% 41.4% 19.5% 0.6% 1.7%

For 2006, 2005, and 2004, State of New Jersey appropriations and student tuition and fees were the primary
sources of Nnding for the University’s academic programs. The State of New Jersey appropriations for the fiscal
years ending June 30, 2006, 2005, and 2004 were $50.1 million, $47.5 million, and $44.4 million, respectively.
The State of New Jersey appropriations continue to be affected by the economic climate in New Jersey. With
cuts to many state programs, the appropriation has remained flat in 2005 and 2006 with only partial funding of
the salary program for wage increases that the University is contractually obligated to meet. Total student
revenue, net, for fiscal years ending June 30, 2006, 2005, and 2004 were $42.9 million, $42.0 .million, and
$39.4 million, respectively. This comprised 36.6%, 36.4%, and 36.8% of the revenue received by the University
for the fiscal years ending June 30, 2006, 2005, and 2004, respectively. Tuition rates were increased by 6.8% for
the academic year beginning in fall 2006 and 6.6% for academic year beginning in fall 2005 and 9.0% for the
academic year beginning in fall 2004.

For the year ended June 30, 2006, 2005, and 2004, revenues from Federal and State of New Jersey grants were
$20.6 million, $20.6 million, and $20.8 million, respectively. The major grant programs and sponsors at the



NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Management Discussion and Analysis

June 30, 2006 and 2005

For the years ended June 30, 2006 and 2005, investment income was $1.4 million and $1.0 million, respectively.
The increase in investment income is the result of the improvement in short term rates. For the years ended
June 30, 2005 and 2004 investment income was $1.0 million and $0.2 million, respectively, primarily from
short-to-intermediate term fixed income investments and investments of bond proceeds deposited with the
trustees.

Financial Highlights - Expenses

For the year ended June30, 2006, the University’s total operating expenses increased $7.5 million to
$111.4 million from $103.9 million for the year ended June30, 2005. The following is an illustration of
operating expenses by functional classification for the operating years ended June 30, 2006 and 2005, and
comparative amounts for the year ended June 30, 2004 (amounts in thousands):
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NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Management Discussion and Analysis

June 30, 2006 and 2005

Amotmts (in thousands) $
Perceut

Amounts (in thousands) $
Percent

Instruction

44,833 18,960
40-2% 17.0%

Instruction

42,181 17,368
40.6% 16.7%

:Instruction

Amounts (in thousands) $ 39,887
Percent 40.4%

2006
Public ResearCh

Institutional O & M Student Academic Auxiliary Service and and
Support of Plant Services Support Depreciation Student Aid Enterprises Development .Programs.

.11,639 12,280 10,622 7,383 2,383 3,319 5 10
t0.5% 11.0% 9.5% 616% 2.2% 3.0% 0.0% 0.0%

2005
Public Research

Institutional O & M Student Academic Auxiliary Service and and
Support of Plant Services Support Depreciation Student Aid Enterprises Development Programs

11,514 11,990 10,199 6,331 2,558 1,680 72 8
11.1% 11.5% 9.8% 6.t% 2.5% 1.6% 0.1% 0.0%

2004
Public Research

Institutional O & M Student Academic Auxiliary Service and and
Support of Plant Services Support Depreciation Student Aid Enterprises Development Programs~

17,007 11,431 t0,259 9,393 5,120 2,806 2,645 256 8
17.2% 11.5% 10.4% . 9.5% 5.2% 2.8% 2.7% 0.3% 0.0%

Total operating expenses increased by $7.5 million and $5.1 million for the years ended June 30, 2006 and 2005,
respectively. These increases were primarily due to increases in salaries, benefits, utilities and bad debt expense.
Total accumulated depreciation as of June 30, 2006 and 2005 was $61.0 million and $56.7 million and
depreciation expense was $7.4 million and $6.3 million, respectively. The University has adopted a strategy of
funding depreciation within its budget process.

Capital and Debt Activities

The University is committed to the quality and progression of our academic and community programs. This is
apparent in our continuation of our expanding resources and the creation of a better environment for all our
stakeholders. In order to develop the University in the ever changing face of progress, we continue to renovate
old facilities, build new facilities, acquire adjacent properties and develop our surrounding community.
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NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Management Discussion and Analysis

June 30, 2006 and 2005

Capital additions totaling $33.2 million in fiscal year 2006 consisted of renovations to the Giltigan Student Union
Building, which ~houses the University’s Cafeteria and Book Store, the construction of the Arts & Science
Building as well as :miscellaneous department .renovations .throughout the campus. During fiscal year 2006
demolition of .the Baldwin Steel facility and adjacent buildings was completed. Capital additions totaling $33.0
million in fiscal year 2005 consisted of demolition and architect engineer fees related to the development of the
West Campus Property, and the completion of the Business Development Incubator and the Black Box Theater.
In 2005, the University also incurred costs for the construction of the Arts and Science Building and the
renovation of the Gilligan Student Union Building.

In January 2006, the University issued $5.9 .million in Series 2006 C revenue bonds through the New Jersey
Educational Facilities Authority (NJEFA) to finance the advance refunding of a portion of-the NJEFA’s Revenue
Bonds, New Jersey City University Issue, Series 1999 B, refinance a bank loan in the principal amount of $5.2
million, and finance .the payment of the costs of issuance of the Bonds. Current year capital asset additions were
funded -with tax-exempt debt, taxable debt, grants, gifts, as well as funds from current operations, tn
January 2005, the University issued $21.6 million in Series 2005 A revenue bonds through the New Jersey
Educational Facilities Authority (NJEFA) to finance capital projects such as the Gilligan Student Union Building
Renovations, Campus Roadway Upgrade. Cogeneration Plant, and Information Technology Equipment. In
May 2003, the University issued $50.2 million in Series 2003 A & B revenue bonds through the NJEFA to
finance the new Arts & Sciences Tower, the Charter High School, the Business Incubator, the Student Union
Building Renovation, and other projects including improvements to the fire sprinkler system, parking .facilities,
and various renovations.

With regard to future capital needs beyond the projects underway, the University is engaged in an ongoing
facility planning :process to assure that it has an appropriate and well-maintained campus. Approximately
$90 million in additional facility projects have been identified to meet the needs of the University including a
performing arts center, additional student housing, transportation facilities expansion, development of the West
Side campus, and the Science Center renovation and expansion, among other projects. Funding for these projects
could come from the State of New Jersey, additional bond issues, and/or private fundraising and grants.

Moody’s Investors Service and Fitch Ratings Services have assigned debt ratings of "A3" and "A-", respectively,
to the University. Bonds that are rated "A" possess many favorable attributes and are considered
upper-medium-grade obligations. Factors providing security to principle and interest are considered adequate,
while the resources to absorb future fmancial challenges are not as strong as Aaa or Aa rated institutions.

Long term debt totaled $125.1 million, $124.1 million, and $104.7 million for the years ended June 30, 2006,
2005, and 2004, ,respectively. An institution’ s ratio of unrestricted financial resources to debt is a key indicator of2005, and angs 58.0%2057.0%2005, 56.0%2tely
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KPMG LLP
Princeton Pike Corporate Center
PO Box 7348
Princeton, NJ 08543-7348

Independent Auditors’ :Report

The Board of Trustees
New Jersey City ~University:

We have audited the accompanying financial statements of .the business-type activities and the discretely
presented component unit of New Jersey City University (the University), a component unit of the State of
New Jersey, as of and for the years ended June 30, 2006 and 2005, vchich collectively comprise the
University’s :basic financial statements as listed in the table of contents. These financial statements are the
:responsibility of the University’s management. Our responsibility is to express opinions on these financial
statements based on our audits. We did not audit .the financial statements of New Jersey City University
Foundation, Inc., a component unit of New Jersey City University. 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
amounts included for New Jersey City University Foundation, Inc., is based solely on the report of the
other auditors.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over fmancial 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 University’s
internal controt 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 t:he overall financial statement presentation. We believe that our audits and the report of the
other auditors provide a reasonable basis for our opinions.

In our opinion, based on our audits and the report of the other auditors, the financial statements referred to
above present fairly, in all .material respects, the respective financial position of the business-type activities
and the discretely presented component unit of New Jersey City University as of June 30, 2006 and 2005,
and the respective changes in financial position and, where applicable, cash flows thereof for the years then
ended in conformity with U.S. generally accepted accounting principles.
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KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative.



The management’s discussion and analysis on pages 1 through 11 is not a required part of the basic
financial statements but is supplementary information required by U.S. generally accepted accounting
principles. We have applied certain limited procedures, which consisted principally of inquiries of,
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit -the information and express no opinion on it.

September 15, 2006
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NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New lersey)

Statements of Net Assets

Business-Type Activities - University Only

June 30, 2006 and 2005

Assets

Current assets:
Cash and cash equivalents
Investments, current portion
Student receivables, net of allowance of $1,925,000 and $1,358,000 in 2006

and 2005, respectively
Grants receivables













NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements

June 30,2006 and 2005

Investments

Investments are recorded in the financial statements at fair value, which is based on quoted market
price. Purchases and sales of investments are accounted for on the trade-date basis. Investment
income is recorded on an accrual basis. Realized and unrealized gains and losses are reported in
investment income.

Deposits Held with Bond Trustees

Deposits held with bond trustees are recorded in the financial statements at fair value, which is based
at quoted market price and consist Of cashand cotu61 0 0 1 113 491 Tm
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NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements

June 30,2006 and 2005

Revenue from State of New Jersey appropriations is recognized in the fiscal year during which the
State of New Jersey appropriates the funds to the University.

Classification of Revenue

The University’s policy for defining operating activities in the statements of revenues, expenses, and
changes in net assets are those that serve the University’s principal purpose and generally result from
exchange transactions such as the payment received for services. Examples include (1)student
tuition and fees, net of scholarship allowances, (2) auxiliary enterprises, and (3) most Federal and
State grants. Nonoperating revenues include activities that have the characteristics of nonexchange
transactions, such as operating appropriations from the State, net investment income, and gifts and
capital grants and gifts.

Income Taxes

The University is exempt from Federal income taxes under Internal Revenue Code Section 115.

Financial Dependency

Appropriations from the State of New Jersey are the University’s largest source of nonoperatiag
revenue. The University is economically dependent on these appropriations to carry on its
operations.

(2) Cash and Cash Equivalents and Investments

Effective July 1, 2004, the University adopted Governmental Accounting Standards Board
(GASB) Statement No. 40, Deposit and Investment Risk Disclosures, an amendment of GASB Statement
No. 3 and, accordingly, the University has assessed the Custodial Credit Risk, the Concentration of Credit
Risk, Credit Risk and Interest Rate Risk of its cash and cash equivalents and investments.

Cash and Cash Equivalents

The carrying amount of cash as of June 30, 2006 and 2005 was $2,239,571 and $548,980, respectively,
while the amount on deposit with banks was $3,205,777 and $4,122,813, respectively.

Custodial credit risk associated with the University’s cash and cash equivalents includes uncollateralized
deposits, including any bank balance that is collateralized with securities held by the pledging financial
institution, or by its trust department or agent but not in the University’s name. The University’s bank
deposits as of June 30, 2006 and 2005 were partially insured by Federal Depository Insurance in the
amount of $100,000. Bank balances in excess of insured amounts totaling $3,105,777 in 2006 and
$4,022,813 in 2005, are collateralized in accordance with Chapter 64 of Title 18A of New Jersey Statutes.

23 (Continued)





NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements

June 30, 2006 and 2005

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.
GASB 40 requires that disclosure be made as to the credit rating of all fixed income securities except
obligations of the U.S. government or obligations explicitly guaranteed by the U.S. government. The credit
risk of a debt instrument is measured by nationally recognized statistical rating agencies such as Moody’s





NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements

June 30, 2006 and 2005

The University’s investment securities are exposed to custodial credit risk if the securities are uninsured,
are not registered in the name of the University and are held by either: the counterparty or the
counterparty’s trust department or agent but not in the University’s name.

As of June 30, 2006 and 2005, the University’s deposits held with bond trustees are invested in money
market accounts or U.S. Treasury notes or government securities guaranteed by the U.S. government.

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. The following table summarizes deposits held with bond trustees maturities as of June 30,
2006 and 2005:

Investment type

Cash and cash equivalents
Money market accounts
U.S. Treasury notes and government securities
Corporate notes and bonds

Fair value

2006
Investment maturities

(in years)
Less than 1 1 to 2

t,725
4,044,180
7,758,652

17,844,034

29,648,591

1,725
4,044,180
7,746,312

17,844,034

29,636,251

12,340

12,340

Investment type

Cash and cash equivalents
Money market accounts
U.S. Treasury notes and government securities
New Jersey Cash Management Fund

Fair value

2005
Investment maturities

(in years)
Less than 1 1 to 2

1,443 1,443 --
1,497,73l 1,497,731 --

10,514,821 10,514,821 --
42,768,123 -- 42,768,123

54,782,118 12,013,995 42,768,I23
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NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements

June 30, 2006 and 2005

Estimated costs to complete the projects classified as construction in progress as of June 30, 2006
approximated $23.5 million and are anticipated to be funded primarily from State of New Jersey financial
assistance, bond financing, and other unrestricted resources. During 2006 and 2005, the University
capitalized interest income of approximately $342,000 and $254,000, respectively, and interest expense of
approximately $1,335,000 and $1,034,000, respectively, which is included in construction in progress in
the accompanying statements of net assets.

(5) Long Term Debt

The University has financed capital assets through various revenue bonds issued by the New Jersey
Educational Facilities Authority (the Authority). The University has pledged all net revenue derived from
the operation of the dormitories, student center, recreation center, academic building and athletic and
recreation facilities as security. Estimated costs in connection with these capital assets of approximately
$79.9 million and $98.5 million as of June 30, 2006 and 2005, respectively, are included in the
accompanying statements of net assets. The following obligations to the Authority were outstanding as of
June 30, 2006 and 2005:

Interest rate 2006 2005
Bonds payable:

New Jersey Educational Facility
Authority Revenue Bonds:

Series 1977 C Revenue Bonds,
due serially to 2010 6.29%

Series 1995 C Revenue Bonds,
due serially to 2007 3.80 - 4.90%

Series 1998 E Revenue Bonds,
due serially to 2028 4.40 - 9.00%

Series 1999 B Revenue Bonds,
due serially to 2018 4.40 - 5.00%

Series 1999 B Revenue Bonds,
due July 1, 2019, 2020, and 2022 4.75 - 5.00%

Series 2002 A Revenue Bonds,
due serially tO 2032 3.00 - 5.00%

Series 2003 A Revenue Bonds,
due July 1, 2032 Variable

(3.679% as of
June 30, 2006)

Series 2003 B Revenue Bonds,
due Ju!y t, 20t8 5.45%

Series 2005 A Revenue Bonds,
due July 1, 2035 Variable

(3.750% as of
June 30, 2006)

Series 2006 C Revenue Bonds,
due July t, 2036 Variable

(5.150% as of
June 30, 2006)

Total bonds payable

2,555,000 2,975,000

505,000 740,000

6,170,000 6,315,000

10,260,000 10,835,000

4,625,000 5,075,000

14,290,000 14,575,000

47,800,000 47,850,000

2,300,000 2,300,000

21,575,000 21,575,000

5,950,000 --

116,030,000 1t2,240,000
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Other long term debt:
New Jersey Educational Facility

Authority Higher Education Capital
Improvement Fund Series 2000 B

New Jersey Educational Facility
Authority Equipment Leasing Fund
Series 2001 A

New Jersey Educational
Facility Authority Dorm Safety
2001 A and B

New Jersey Environmental
Infrastructure Trust Loan 2005 A

New Jersey Environmental
Infrastructure Fund Loan 2005 A

Various capital lease obligations

Total other long term debt

Total long term debt

Less noncurrent portion

Interestrate 2006 2005

4.13 - 5.75% $ 4,820,001 5,028,334

3.50- 5.00% 136,590 266,559

4.50% 551,995 607,197

4.00 - 5.00% 780,000 --

5.00%
2,198,237 --

577,838 771,563

9,064,661 6,673,653

125,094,661 118,913,653

(121,955,417) (116,423,459)

Total long term debt,
current portion $ 3,139,244 2,490,194

On January 18, 2005, the University issued through the Authority $21,575,000 of Series 2005 A Revenue
Bonds. The Series 2005 A bonds bear interest at a Dutch Auction Rate (3.75% as of June 30, 2006). The
purpose of the Series 2005 A bonds was to finance capital projects such as the Gilligan Student Union
Building Renovations, Campus Roadway Upgrade, Cogeneration Plant, and Information Technology
Equipment.

In November 2005, the University received approximately $3 million from the New Jersey Environmental
Infrastructure Trust 2005 Environmental ~frastructure Financing Program to be utilized for the
University’s campus expansion project, the West Campus.

In January 2006, the University issued $5.95 million in Series 2006 C revenue bonds through the New
Jersey Educational Facilities Authority (NJEFA) to finance the advance refunding of a portion of the
NJEFA’s Revenue Bonds, New Jersey City University Issue, Series 1999 B, refinance a bank !oan in the
principal amount of $5.2 million, and finance the payment of the costs of issuance of the Bonds.

Interest Rate Swaps

As a means to lower its borrowing costs,
entered into three interest rate swaps.

when compared against fixed-rate bonds, the Authority has
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2003 A Synthetic Fb:ed Swap

In May of 2003, in connection with its $47,850,000 Series 2003 A floating rate bonds, the University
entered into an interest rate swap. The intention of the swap was to effectively change the Authority’s
floating interest rate on the bonds to a synthetic fixed rate of 3.245%.

The bonds and the related swap agreement mature on July 1, 2032, and the swap’s notional amount of
$22,000,000 matches a portion of the $47,850,000 floating rate bonds. The swap was entered at the same
time the bonds were issued. Starting in fiscal year 2005, the notional value of the swap and the principal
amount of the associated debt declined per their respective schedules. Under the swap, the Authority pays
the counterparty a fixed payment of 3.245% and receives a variable payment computed as 67% of the
one-month London Interbank Offered Rate (LIBOR). Conversely, the bond’s floating rate coupons are
based on a short-term tax-exempt rate which is a market rate that correlates to The Bond Market
Association Municipal Swap Index (BMA).

Interest rates have increased positively impacting the fair value of the swap since execution. The swap had
a fair value of $1,284,659 as of June 30, 2006 and a fair value of ($745,781) as of June 30, 2005. The fair
value was estimated using the zero-coupon method. This method calculates the future net settlement
payments required by the swap, assuming that the current forward rates implied by the yield curve
correctly anticipate future spot interest rates. These payments are then discounted using the spot rates
implied by the current yield curve for hypothetical zero-coupon bonds due on the date of each future net
settlement on the swap.

As of June 30, 2006, the Authority was exposed to credit risk because the swap had a favorable fair value.
As of June 30, 2005, the Authority was exposed to reduced credit risk because the swap had a negative fair
value in the amount of the derivative’s fair value of ($745,781). The swap counterparty was rated A by
Standard & Poor’s and Aa3 by Moody’s Investors Service as of June 30, 2006 and 2005. To mitigate the
potential for credit risk, if the counterparty’s credit quality falls below AA-/Aa3 by at least one rating
agency, the fair value of the swap will be fully collateralized by the counterparty with U.S. government
securities. Collateral would be posted with a third-party custodian.

The swap exposes the University to basis risk should the relationship between LIBOR and the floating rate
bonds converge, changing the overall synthetic rate on the bonds. The effect of this difference in basis is
indicated by the difference between the intended synthetic rate (3.245%) and the overall synthetic rate as of
June 30, 2006 and 2005 of (3.325%) and (3.157%), respectively. If a change occurs that results in the rates’
moving to convergence, the expected cost of savings may not be realized. As of June 30, 2006, the floating
bond rate was 3.66%, whereas 67% of LIBOR was 3.58%. As of June 30, 2005, the floating bond rate was
2.15%, whereas 67% of LIBOR was 2.238%.

The Authority or the counterparty may terminate the swap if the other party fails to perform under the
terms of the contract. The swap may be terminated by the Authority if the counterparty’s credit quality
rating fails below "BBB-" as issued by Standard & Poor’s or "Baa3" as issued by Moody’s Investors
Service. If the swap is terminated, the floating rate bond would no longer carry a synthetic interest rate.
Also, if at the time of termination the swap has a negative fair value, the Authority would be liable to the
counterparty for a payment equal to the swap’s fair value.
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Using rates as of June 30, 2006, debt service requirements of the swapped portion of variable-rate debt and
net swap payments, assuming current interest rates remain the same for their term, were as follows. As
rates vary, floating rate bond interest payments and net swap payments will vary.

Floating rate bonds
Principal       Interest

Interest rate
swap, net Total

Fiscalyearending June 30:
2007 $ 45,000 801,906 (73,399) 773,507
2008 45,000 800,259 (73,248) 772,011
2009 120,000 795,867 (72,846) 843,021
2010 130,000 791,109 (72,410) 848,699
2011 130,000 786,351 (71,975) 844,376
2012-2032 21,485,000 10,792,242 (987,815) 31,289,427

$     21,955,000 14,767,734 (1,351,693) 35,371,041

2005 A Synthetic Fixed Swap

In January 2005 the Authority entered into a synthetic fixed rate swap in connection with its Series 2005 A
floating rate bonds. The intention of the swap was to effectively change the Authority’s floating interest
rate on the bonds, to a synthetic fixed rate of 3.355%.

The bonds and the related swap agreement mature on July 1, 2035, and the swap’s notional amount of
$21,575,000 matches the principal amount of the Series 2005 A floating rate bonds. The swap was entered
at the same time the bonds were issued. Under the swap, the Authority pays the counterparty a fixed
.payment of 3.355% and receives a variable payment equivalent to the (BMA) through January 1, 2007 and
computed as 67% of the one-month (LIBOR) thereafter. Conversely, the bond’s floating rate coupons are
based on a tax-exempt floating rate which is a market rate that correlates to The Bond Market Association
Municipal Swap Index (BMA).

The swap had a fair value of $828,257 as of June 30, 2006 and a fair value of ($843,564) as of June 30,
2005. The fair value was estimated using the zero-coupon method. This method calculates the future net
settlement payments required by the swap, assuming that the current forward rates implied by the yield
curve correctly anticipate future spot interest rates. These payments are then discounted using the spot rates
implied by the current yield curve for hypothetical zero-coupon bonds due on the date of each future net
settlement on the swap.

The swap counterparty was rated A+ by Standard & Poor’s and Aa3 by Moody’s Investors Service as of
June 30, 2006. To mitig~(te the potentia! for credit risk, if the counterparty’s credit quality falls below
AA-/Aa3 by at least one rating agency, the fair value of the swap will be fully collateralized by the
counterparty with U.S. government securities. Collateral would be posted with a third-party custodian.

During the initial period of the swap when the variable rate is based on the BMA index, the Authority is
exposed to interest rate risk since the bonds are reset at a tax-exempt floating rate similar, but not
necessarily the same as the BMA tax-exempt index.
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The Basis Swap had a fair value of $349,675 as of June 30, 2006 and a fair value of ($501,432) as of
June 30, 2005. The fair value was calculated using the zero coupon metho& This method calculates the
future net settlement payments required by the swap, assuming that the current forward rates implied by
the yield curve correctly anticipate future spot interest rates. These payments are then discounted using the
spot rates implied by the current yield curve for hypothetical zero-coupon bonds due on the date of each
further net settlement on the swap.

As of June 30, 2006, the Authority was exposed to credit risk because the Basis Swap had a positive fair
value. The Authority would be exposed to credit risk in the amount of the derivative’s fair value. The Basis
Swap counterparty was rated Aa3 by Moody’s and A+ by Standard & Poor’s as of June 30, 2006. To
mitigate credit risk, if the counterparty’s credit quality falls below by Baa3 by Moody’s or BBB- by
Standard & Poor’s, the fair value of the Basis Swap will be fully collateralized by the counterparty with
U.S. government securities. Collateral would be posted with a third-party custodian.

The Basis Swap exposes the Authority to basis risk should the relationship between LIBOR and BMA
converge, changing the synthetic variable rate on the bonds. The effect of this difference in basis is
indicated by the difference between BMA and 78.05% of LI]3OR. If a change occurs that results in the
rates’ moving to convergence, the expected cost of savings may not be realized. As of June 30, 2006, the
BMA rate was 3.97%, whereas 78.05% of LIBOR was 4.17%.

The Authority or the counterparty may terminate the swap if the other party fails to perform under the
terms of the contract. If at the time of termination the swap has a negative fair value, the Authority would
be liable to the counterparty for that payment.

Using rates as of June 30, 2006, debt service requirements of the swapped portion of variable-rate debt and
net swap payments, assuming current interest rates remain the same for their term, were as follows. As
rates vary, floating rate bond interest payments and net swap payments will vary.

Floating rate bonds
Principal       Interest

Interest rate
swap, net Total

Fiscal year ending June 30:
2007 $ 5,000 969,000 (51,680) 922,320
2008 55,000 966,938 (51,570) 970,368
2009 55,000 964,875 (51,460) 968,415
2010 70,000 962,250 (51,320) 980,930
2011 20,000 961,500 (51,280) 930,220
2012-2032 25,640,000 14,751,375 (786,740) 39,604,635

$ 25,845,000 19,575,938 1,044,050) 44,376,888
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The basis swap exposes the Authority to yield curve risk should the spread of one month LIBOR minus the
five year USD-ISDA-Swap Rate becomes positive. The negative effects of yield curve risk are caused by
an inversion of the associated yield curve resulting in the Authority paying a higher overall borrowing cost.
As way to mitigate this inherent risk over the short-term, the Authority has executed the transaction based
on a forward effective date beginning in June 2007.

The Authority or the counterparty may terminate the swap if the other party fails to perform under the
terms of the contract. If at the time of termination the swap has a negative fair value, the Authority would
be liable to the counterparty for that payment.

Capital Leases

The University has entered into various capital lease purchase agreements for equipment which are
principally for the duration of one to five years depending on the application and financial advantage to the
University. Such agreements are essential to the normal operation of the University, and it is expected that
these arrangements, where applicable, would be renegotiated when financially advantageous. The
payments of these agreements include a 5% charge for interest. As of June 30, 2006 and 2005, the net
present value of the aggregate capitalized lease obligation associated with these agreements, which
excludes future interest payments, is approximately $577,838 and $771,563, respectively. The fiscal year
2006 and 2005 payments for these capitalized lease obligations were $242,558 and $274,341, respectively.

Future Minimum Payments

The following is a schedule of future minimum principal and interest payments on the University’s long
term debt obligations as of June 30, 2006:

Principal         Interest
Year ending June 30:e University has entered inentsevantageous. The
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Line of Credit

On February 20, 2004 the University entered into a secured commercial revolving credit loan agreement
With Fleet National Bank (the Lender) in the amount of $7,500,000. As of June 30, 2006 and 2005, the
outstanding balance was $0 and $5,200,000, respectively. In January 2006, the University issued $5.9
million in Series 2006 C revenue bonds through the New Jersey Educational Facilities Authority (NJEFA)
of which $5.2 million was utilized to pay the outstanding line of credit.

On July 3, 2006 the University entered into a secured commercial revolving credit loan agreement with
Bank of America in the amount of $5,000,000. This line of credit is available through June 30, 2007.

Noncurrent Liabilities

The following table summarizes the changes in noncurrent liabilities during the years ended June 30, 2006
and 2005:

June 30, 2005 Additions Reductions June 30, 2006

Long term debt $ 124,113,653 8,977,063 (7,996,055) 125,094,661
Other noncurrent liabilities:

U.S. government grants
refundable 667,081 -- (112,070) 555.011

Compensated absences 3,361,375 953,649 (100,587) 4,2!4,437

Total noncurrent
liabilities $ 128,!42,109 9,930,712 (8,208,712) 129,864,109

Current
portion

3.139.244

2.540.391

5.679,635

June 30, 2004 Additions Reductions June 30, 2005

Long term debt $ 104,666,854 21,641,608 (2,194,809) 124.113,653
Other noncurrent liabilities:

U.S. government grants
refundable 571,237 95,844 667.081

Compensated absences 2,736,410 702,586 (77,621) 3,361,375

Total noncurrent
liabilities $ 107,974,501 22,440,038 (2,272,430) 128,142,109

Current
portion

2,490,194

1,714,449

4,204,643
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(7) Retirement Plans

Plan Descriptions

The University participates in two major retirement plans for its employees - Public Employees’
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Alternate Benefit Program Information

Employees enrolled in the ABP pension program are faculty members, administrators and managers of the
University. Enrollment into the pension program begins the first date of hire for all permanent employees.
Temporary employees are enrolled after one year of continuous temporary employment. ABP provides the
choice of six investment carriers all of which are privately operated defined contribution retirement plans.
The University assumes no liability for ABP members other than payment of contributions. ABP provides
retirement and death benefits for or on behalf of these full time professional employees and faculty
members electing to participate in this optional retirement program. Participation eligibility, as well as
contributory and noncontributory requirements, is established by the State of New Jersey Retirement and
Social Security Law. Benefits are determined by the amount of individual accumulations and the
retirement income option selected. All benefits vest after the completion of one year of service.
Individually owned annuity contracts that provide for full ownership of retirement and survivor benefits
are purchased a5fnd thime pf rest ng 
marticipatiog tniversity amployees are eequiremdto pontributoe 5%of thesi besedannuil asalay and nma
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The University recorded a liability for compensated absences in the amount of approximately $4,214,437
and $3,361,375 as of June 30, 2006 and 2005, respectively, which is included in accounts payable and
accrued expenses and other noncurrent liabilities in the accompanying statements of net assets. The
liability is calculated based upon employees’ accrued vacation leave as of year end, as well as an estimated
vested amount for accrued sick leave.

Payments for accumulated sick leave balances are made to retiring employees upon regular retirement. The
payment is based on 50% of the employee’s sick leave accumulation at the pay rate in effect at the time of
retirement, up to a maximum of $15,000. Employees separating from University service prior to retirement
are not entitled to payments for accumulated sick leave balances. Prior to 1991, the State reimbursed the
University for payments made to retiring employees for accrued sick leave; however, during 1991 through
2005, the State did not make such reimbursements. The University paid approximately $57,657 and
$77,621 in sick leave payments for employees who retired during the years ended June 30, 2006 and 2005,
respectively.

Student Financial Assistance Programs

The University’s students receive support from Federal
assistance programs.

and State of New Jersey student financial

The University’s compliance with the requirements of the Federal student financial assistance programs
authorized by Title IV of the U.S. Higher Education Act of 1965, as amended (Title IV Programs), is
subject to annual audit by an independent auditor. Such compliance audits are subject to review by the U.S.
Department of Education (the Department). Management is of the opinion that a liability, if any, resulting
from compliance audits would not have a material adverse effect on the University’s financial position.

New Jersey City University Foundation, Inc.

New Jersey City University Foundation, Inc. (Foundation) is a legally separate tax-exempt component unit
of the organization with a fiscal year end of June 30. The Foundation has received a determination letter
from the Internal Revenue Service concluding that it is exempt from Federal income taxes under
Section 501(c)(3) of the Internal Revenue Code. The Foundation acts primarily as a fund-raising entity to
supplement the resources available to the University. The Foundation Board of Directors has twenty
members with three of the members representing the University. They are the President, Vice President for
Administration and Finance and Vice President for University Advancement. Although the University does
not control the timing or amount of receipts from the Foundation, the resources or the income thereon, the
Foundation holdings and investments are used exclusively for the benefit, support and promotion of the
University for its activities. Because the resources held by the Foundation have historically only been used
by, or for the benefit of the University, the Foundation is considered a component unit of the Organization
and is discretely presented in the University’s basic financial statements.
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During the year ended June30, 2006 and 2005 the Foundation distributed $89,107 and $145,024,
respectively, to the University in the form of scholarships. The University contributed $669,391 and
$628,661 in services for the years ended June 30, 2006 and 2005, respectively.

In February 2005, the University provided a $390,000 promissory note to the Foundation. This note is
noninterest bearing during its original term and matures December 1, 2007. The promissory note can be
extended an additional year at the option of the University. After maturity, the promissory note bears
interest at 10% per annum until paid.

Complete financial statements for the Foundation can be obtained from the Controllers Office at
2039 Kennedy Boulevard, Jersey City, New Jersey 07305.

The Foundation is a private not for profit organization that reports under FASB standards, including
FASB Statement No. 117, Financial Reporting for Not-For Profit Organizations. As such, certain revenue
recognition criteria and presentation features are different from GASB revenue recognition criteria and
presentation features. No modifications have been made to the Foundations financial information in the
University’s financial reporting entity for these differences.
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