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Independent Auditors’ Report

The Board of Trustees
New Jersey City University:

Report on the Financial Statements

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, 2018 and 2017, and the related notes to the financial
statements, which collectively comprise the University’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audits. 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 from material misstatement.

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities and the discretely presented component unit of the University
as of June 30, 2018 and 2017, and the respective changes in financial position and, where applicable, cash
flows thereof for the years then ended in accordance with U.S. generally accepted accounting principles.
























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

Management’s Discussion and Analysis (Unaudited)
June 30, 2018 and 2017

Grants ($2.7 million) in financial aid awards, which coincides with the increase in federal and state grants of
$3.0 million in 2018.

Capital grants totaled $4.0 million, $19.5 million and $6.9 million for the fiscal years ended June 30, 2018, 2017
and 2016, respectively, and were primarily related to the Science Building renovation project.

Financial Highlights — Expenses

Operating expenses totaled $175.5 million, $161.8 million and $160.3 million in 2018, 2017 and 2016,
respectively.

Salaries and benefits, excluding amounts related to accounting for under GASB 68 and 75, totaled

$114.1 million in 2018, representing approximately 65% of operating expenses, and increased by $4.8 million in
2018, primarily due to the impact of several union contract settlements by the State. These costs totaled
$109.3 million in 2017, which was $3.2 million lower than 2016 as a result of cost control initiatives and lower
benefit costs.

Pension costs related to GASB 68 totaled $12.1 million in 2018, $15.7 million in 2017 and $11.8 million in 2016.

The increase in operating costs between 2018 and 2017 is primarily due to the adoption of GASB 75, as of
July 1, 2017. OPEB costs related to the adoption of GASB 75 totaled $13.3 million in 2018.

Capital Projects

A key component of the University’s Transforming Lives — Strategic Plan 2013 — 2018 (the Plan) is to enhance
the environment for teaching, learning, living and working by creating a state-of-the-art academic campus. This
Plan guides the University’s strategic allocation of existing resources to academic and residential buildings,
infrastructure improvement, and technological endeavors. Initiatives undertaken are geared towards enhancing
student experience, enriching the surrounding neighborhood, and addressing the State of New Jersey’s
workforce and economic development goals and priorities.

In fiscal year 2018, the University incurred construction expenditures totaling $18.2 million, reflecting the
University’s continued commitment to enhancing the main campus as well as developing the West Campus
property. On the main campus, several major capital additions were funded via internal capital funds, as well as
bonds issued through the New Jersey Educational Facilities Authority (NJEFA).

As of June 30, 2018, significant projects under construction or in the design stage include:

X Renovation of the Science Building, which included state of the art labs and classrooms and a new
vivarium and greenhouse, to be completed in 2019 at a cost of $44 million, of which $32 million was funded
by a State capital grant and $10 million by bond proceeds;

x Transformation and expansion of the Nursing facilities into a Nursing Education Center which began in
2018 and is expected to cost $5.2 million, to be funded by revenue bonds, one third of which the University
is responsible for; and

X West Campus infrastructure and roadway project which improves the connection of the main campus to the
West Campus and is expected to be completed in phases at a cost of $12 million as part of the University
Place development. Expenditures to date have been funded by bond proceeds.
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NEW JERSEY CITY UNIVERSITY FOUNDATION, INC.
AND AFFILIATE
(A Component Unit of New Jersey City University)

Consolidated Statements of Financial Position
June 30, 2018 and 2017

(In thousands)

Assets 2018 2017
Cash and cash equivalents $ 1,204 1,156
Other receivables 656 389
Prepaid expenses 124 120
Due from New Jersey City University 462 20
Contributions receivable 2,623 2,541
Investments 637 603
Restricted deposits held by bond trustees 10,294 8,362
Restricted investments 12,697 11,986
Capital assets, net 51,156 52,646
Total assets $ 79,853 77,823
Liabilities and Net Assets
Liabilities:
Accounts payable and other accrued expenses $ 182 238
Accrued interest 1,179 1,180
Due to New Jersey City University 5,302 3,279
Annuities payable 12 16
Long-term debt, net 51,251 51,220
Total liabilities 57,926 55,933
Net assets:
Unrestricted:
Foundation operating and board designated 118 311
West Campus Housing, LLC 6,302 7,050
Total unrestricted net assets 6,420 7,361
Temporarily restricted 11,370 10,537
Permanently restricted 4,137 3,992
Total net assets 21,927 21,890
Total liabilities and net assets $ 79,853 77,823

See accompanying notes to consolidated financial statements.
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NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Notes to Basic Financial Statements
June 30, 2018 and 2017

(d) Pension Amounts

In accordance with GASB 68, the University reported a liability of $150.8 million and $169.3 million as
of June 30, 2018 and June 30, 2017, respectively for its proportionate share of the PERS net pension
liability. The PERS net pension liability reported at June 30, 2018 was measured as of June 30, 2017
and the total pension liability used to calculate the net pension liability was determined by an actuarial
valuation as of July 1, 2016, which was rolled forward to June 30, 2017. The PERS net pension liability
reported at June 30, 2017 was measured as of June 30, 2016 and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of July 1, 2015, which
was rolled forward to June 30, 2016. The University’s proportionate share of the respective net pension
liabilities was based on actual contributions to PERS on behalf of the University relative to the total
contributions of participating state-group employers for the plan for the fiscal years 2017 and 2016 and
was 0.588% and 0.576%, respectively. The University’s proportionate share of the respective net
pension liabilities for the plan as a whole for the fiscal years 2017 and 2016 were 0.308% and 0.287%,
respectively.

For the years ended June 30, 2018 and 2017, net pension expense of $11.4 million and $14.9 million
related to PERS, respectively, and $0.7 million and $0.8 million related to TPAF, were recognized
within the functional classifications in the statements of revenues, expenses and changes in net
position.

As of June 30, 2018 and 2017, the University reported deferred outflows of resources and deferred
inflows of resources related to the PERS pension plan from the following sources (in thousands):

2018 2017
PERS PERS PERS PERS
Deferred Deferred Deferred Deferred
outflows of inflows of outflows of inflows of
resources resources resources resources
Changes in assumptions $ 19,727 21,351 25,305 —
Differences between expected
and actual experience 3,455 — 3,603 —
Net difference between
projected and actual earnings
on pension plan investments 958 — 2,797 —
Changes in proportion 2,927 192 762 271
University contributions paid
subsequent to the
measurement date 3,769 — 2,780 —
Total $ 30,836 21,543 35,247 271
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NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Notes to Basic Financial Statements
June 30, 2018 and 2017

(e) Defined Benefit Plan Assumptions

The University’s net pension liability for PERS as of June 30, 2018 was measured as of June 30, 2017
and the total pension liability used to calculate the net pension liability was determined by an actuarial
valuation as of July 1, 2016, which was rolled forward to June 30, 2017. The significant actuarial
assumptions used to measure the total pension liability were as follows:

Actuarial methods and assumptions

PERS TPAF
Inflation rate 2.25% 2.25%
Salary increases:
2017-2026 1.65%—4.15% Varies based on
based on age experience
Thereafter 2.65%-5.15% Varies based on
based on age experience
Investment rate of return 7.00% 7.00%
Experience study dates 7/1/2011-6/30/2014 7/1/2012-6/30/2015

The University’s net pension liability for PERS as of June 30, 2017 was measured as of June 30, 2016
and the total pension liability used to calculate the net pension liability was determined by an actuarial
valuation as of July 1, 2015, which was rolled forward to June 30, 2016. The significant actuarial
assumptions used to measure the total pension liability are as follows:

Actuarial methods and assumptions

PERS TPAF
Inflation rate 3.08% 2.50%
Salary increases:
2012-2026 1.65%-4.15% Varies based on
based on age experience
Thereafter 2.65%-5.15% Varies based on
based on age experience
Investment rate of return 7.65% 7.65%
Experience study dates 7/1/2011-6/30/2014 7/1/2012-6/30/2015

For the July 1, 2016 and July 1, 2015 actuarial valuations, pre-retirement mortality rates for PERS were
based on the RP-2000 Employee Preretirement Mortality Table for male and female active participants.
For State employees, mortality tables are set back 4 years for males and females. For local employees,
mortality tables are set back 2 years for males and 7 years for females. In addition, the tables provide
for future improvements in mortality from the base year of 2013 using a generational approach based
on the plan actuary’s modified MP-2014 projection scale. Post-retirement mortality rates were based on
the RP-2000 Combined Healthy Male and Female Mortality Tables (set back 1 year for males and
females) for service requirements and beneficiaries of former members and a one-year static projection
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NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Notes to Basic Financial Statements
June 30, 2018 and 2017

2016
Target asset allocation and long-term expected rate of return
PERS
Long-term
expected
real
Target rate of Target
Asset Class allocation return allocation
Cash 5.00 % 0.87 % 5.00 %
U.S. Treasuries, Bonds 1.50 1.74 1.50
U.S. Credit Bonds N/A N/A 13.00
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TPAF
Long-term
expected
real
rate of
return

0.39 %
1.28
2.76
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NEW JERSEY CITY UNIVERSITY
(A Component Unit of the State of New Jersey)

Notes to Basic Financial Statements
June 30, 2018 and 2017

payment of debt service and operating expenses. The University also provides administrative, resident life,
security and other services to WCH'’s student housing facilities and pays for student housing utility costs,
which are to be reimbursed by WCH as operating expenses. These costs totaled $1.2 million and

$1.3 million during the years ended June 30, 2018 and 2017. In addition, the University contributed
$329,000 in contributed services to WCH in 2018.

During the years ended June 30, 2018 and 2017, the Foundation distributed $412,000 and $313,000,
respectively, to the University in the form of scholarships and program support. The University contributed
$695,000 and $1,009,000 in contributed services to the Foundation during the years ended June 30, 2018
and 2017, respectively. The University recognized expenses procured and disbursed for the Foundation
totaling $389,000 and $334,000 in 2018 and 2017, respectively.

University Development Programs
(a) University Place

In continued support of the University’s Transforming Lives — Strategic Plan 2013-2015, the University
is working to enhance the environment for teaching, learning, living and working. Developed in
conjunction with the City of Jersey City (City), University Place is a master mixed-use redevelopment
plan with seven components that is designed to transform the University’s 22 acre west campus
neighborhood into a university urban village that will include residential units, a performing arts center,
restaurants and parking.

In July 2015, the University submitted three Public Private Partnership applications to the NJEDA for
the development of University Place which also included development agreements and ground leases
that were executed by the University with CRT Holdings, LLC (Crossroads Companies), HC West
Campus | LLC and HC West Campus Il LLC (collectively, Claremont) and KKF University Enterprises,
LLC. (KKF). The University Place development plan includes the 425 bed WCH student housing facility
(the first component previously discussed), a performing arts center and academic building, another
600 units of residential housing, 120,000 square feet of retail space and various surface and parking
facilities to accommodate 1,300 vehicles. Simultaneously, the University sold general obligation bonds
to finance and develop the Phase | of an infrastructure project, which consisted of streets, landscape,
streetscape, water management systems and utilities and was completed in 2018. The University is
now partnering with the City to develop Phase Il of the University Place roads and infrastructure.

(i) Pre-Payment of Ground Lease Income

Pursuant to the executed agreements mentioned above, each developer was required to remit
prepaid ground lease rent payments to the University for the development of University Place,
excluding the student housing facility and the University-developed infrastructure. These
prepayments were calculated at 1% of the projected development cost of $238 million. The total
prepaid rent of $2.4 million is included in other long term liabilities on the statement of net position
as of June 30, 2018 and 2017. Of the total prepaid rent, $0.4 million is recorded as ground lease
rent receivables as of June 30, 2018. Since the various commercial real estate components of
University Place will not be completed until fiscal years 2019 through 2023, the amounts received
will effectively reduce the rents owed to the University from the various developers. The variability
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(iii)

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

Notes to Basic Financial Statements
June 30, 2018 and 2017

In connection with the ground lease agreement, on March 17, 2015, WCH LLC issued $50,645,000
in Revenue Bonds through the NJEDA. The Bonds were issued to finance the Project. WCH LLC is
solely responsible for the repayment of the Project financing including the cost of issuance. The
University has no obligation to pay debt service on the Project financing.

Under the terms of the ground lease, the Student Housing Facilities are intended to be a part of the
integrated New Jersey City University campus. As such, the University will be providing certain
administrative, residence life, security, and other services to the Student Housing Facilities,
including the collection of all student housing fees and rents under the Student Housing
Agreements. The University will collect all student housing fees and related charges and remit
them to the Bond Trustee. Under the terms of the Bond Trust Indenture, the Bond Trustee will
accumulate these fees to pay the annual debt service of WCH LLC and reimburse the operating
expenses of the Student Housing Facilities on a monthly basis. WCH LLC will reimburse operating
expenses incurred by the University.

Project Development Agreement

WCH LLC (the Owner) and RISE (the Developer) entered into a project development agreement
dated March 17, 2015 to build the West Campus Housing Facility on the West Campus of the
University and to renovate the two existing student residence halls, for the benefit of the University.
The term of the agreement is March 17, 2015 through the termination date. The termination date is
the earlier of (i) 12 months after the final completion of the Project, (ii) abandonment of the Project
by the University, or (iii) termination of the ground lease. The agreement is subject to a guaranteed
maximum price for development costs of approximately $43.2 million unless adjusted by change
orders. If the development costs of the final completed project exceed the guaranteed maximum
price, the Developer is solely responsible for and will pay any excess costs from its own funds. Per
the agreement, the University is entitled to reimbursement of pre-development costs in connection
with the Project up to $250,000. The University was reimbursed $171,144 for predevelopment
costs during the year ended June 30, 2016. There were no predevelopment costs for the year
ended June 30, 2018 and 2017.

Project Management Agreement

A triparty agreement was entered into on March 1, 2015 between the Owner, the Developer, and
the University to appoint the Manager to operate, manage, and maintain the Student Housing
Facilities for the benefit of the University. The term of the agreement was approximately

fifteen years beginning on June 1, 2015 with respect to the two existing student residence halls
and, July 1, 2016 with respect to the West Campus Student Housing Facility, and was scheduled to
terminate on June 30, 2030. The agreement was terminated early on January 23, 2017 with
management of the Student Housing Facilities fully transitioned back to WCH LLC.

The agreement required an annual management fee to be paid by the Owner to the Manager. The
management fee amounted to $121,355 for the year ended June 30, 2017, which was for

six months of the term. The management fee is no longer in effect due to the contract termination
with RISE.
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