NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY

Minutes of the meeting of the New Jersey Transportation Trust F'und'AuthQ'rity
(“Authority™) held at the Office of the Commissioner in the Main Office Building of the New
Jersey Department of Transportation, 1035 Parkway Avenue, Trenton, New J'c;rsc_y on August 29,

2017-at 10:00 AM (EDT).
The following Authority members were present:

s Richard Hammer; NJTTFA Chairperson {Commissioner, New Jersey
Department of Transportation)

»  Anthony Longo, NITTFA Treasurer (Manager, Office of Public. Finance, New
Jersey Departiment of the Treasury / Designee for the Honorable Ford M.
Scudder, New Jersey State Treasurer) —{Via Teleconference]

o Gregory Lalevee, NJTTFA Vice Chairperson — [Via Teleconference]

o Nelson Ferteira, NITTFA Public Member — [Via Teleconference]

Constituting a quorum of the Members. of the Authority.
There were also present:

o Gary J. Brune, NITTFA Executive Director; CFQ, NJDOT

o Thomas Huth, Associate Counsel, Governot's Authorities Unit - [Via
Teleconference — Ioining at 10:02 AM]

e Joseph Bertoni, Deputy Commissioner, NIDOT

e Brian B, McGarry, Deéputy Attorney General, NJDOL

o Samuel Braun, NJTTFA Camptroller; Division of Accounting & Auditing,
NIDOT

e Nicholas Hansen, Administrative Analyst, Division of Budget, NJDOT

o Linda Davino, Secretary to'the Authority, NIDOT

e Jackie Brown, Assistant Secretary to the Authority, NJDOT
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Chairperson Richard Hammer presided at the meeting and Linda Davino, Authority

Secretary, kept the minutes,

Chairperson Richard Hammer convened the meeting at 10:00 AM. He introduced

himself and made the following statement:

“I wish to annoimce that adequate nolice of today's meeting of the New Jersey Transportation
Trust Fund Aithority has been provided in accordance with the Open Public Meelings Aet.
Notice was filed with the Secretary of State. This notice was also e-mailed 1o five [3]
newspapers of general distribution (The Trentonian, Trenton Times, Courier Post, Star Ledger,
and the Atlantic City Press); posted on the Authority's website, and posted.in the main entrance

of the New Jersey Department of Transporiation’s Headquarters. ”

Secretary Linda Davine ealled the roll. The following acknowledged their presence:

Richard Hammer, Gregory Lalevee, Nelson TFerreira, and Anthony L-on_go.

After acknowledging that a quorum ‘was present, Chairperson Richard Hammer called the
first order of business by requesting a motion to approve the minutes of the TTFA Board meeting

held on June 21, 2G17.

Mr. Lalevee moved the following resolution approving the Authority’s June 21, 2017

meeting;
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WHEREAS, Article 11;-Section 8 of the Bylaws of the New Jersey Transportation Trust
Fund Authority provides that the minutes of actions taken-at the meetings of the Authority be.

approved by the Authority.

NOW, THEREFORE, BE IT RESOLVED, that the minutes taken at the meeting of

June 21,2017 of the New Jersey Transportation Trust Fund Authority are hereby approved.

Chairperson Richard Hammer asked if anyone had any questions or further discussion.
The members did not have any questions or discussion on the motion. The above resolution was

seconded by Mr. Ferreira and adopted on a eall of roll as tollows:.
AYE:4
NAY:
ABSTAIN:

ABSENT;

Chairperson Richard Hammer declared said motion carried and said resolution adopted.

For the next order of business, Chairperson Richard Hammer called upon Executive

Director Gary Brune to:Jead a discussion pertaining to the need to appoint an-auditor for the anmual

audit of the Authority’s financial statéements.
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Mr.-Brune stated due to a delay in the renewal of the state contract for audit firm services.
which expired on June 30, 2017 bul extended to August 31, 2017, the Authority’s Request for
Proposal {(RFP) was disiributed to qualifying firms later than usual. The RFP’s were sent to seven
(7) qualifying firms and only ohe (1) firm, Mercadien, responded. The previous contract with
Mercadien, covering the Fiscal Year 2015 audit and optional Fiscal Year 2016 audit, ended during
Fiscal Year 2017. The new contract; secured via T reasury’s expiring current statewide contract,
is for two (2) years with an option for a third year and would cover the audits for Fiscal Year 2017,
Fiscal Year 2018, and Fiscal Year 2019. Mr. Brune also noted that the audit is key for the
production schedule for Fiscal Year 2017 Comptrehensive Annual Financial Report (CAFR)
established by the Office of Management and Budget. The Authority will wait the fifteen (15) day

estoppel period to 110t_i.fy Mercadien of the award, approximately the middle of September.

Chairperson Richard Hammer-asked if there were any further discussion and hearing.
none, then requested a motion to adopt the resolution entitled Appointment of Auditor for
Annual Audit of Financial Statements.

Mr. Longo meved the following Resolution:

APPOINTMENT OF AUDITOR FOR ANNUAL AUDIT OF FINANCIAL
STATEMENTS

~ WHEREAS, pursuant to Section 17 of the New Jersey Transportation Trust Fund Authority Act
of 1984, as amended, N.J.S.A. 27:1B-1 et seq. (the “Act”), the New Jersey Transportation Trust
Fund Authority (the “Authority™) is required to conduct an annual audit of its affairs and deliver a
written report with respect to such audit to the Governor and the Legislature; and

WHEREAS, the Authority requires the services of a professional accounting firm with respect to
the preparation of such audit; and
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WHEREAS, in accordance with Executive Order No. 122 (McGreevey 2004) and the By-laws of
the Authority, the Audit Committee assists the Board in retaining an independent auditor to
condugt the annual audit; and

WHEREAS, pursuant to the auditor selection process set forth in Executive Order No. 122
(McGreevey 2004) and the By-laws, the Evaluation Committee conducts a solicitation .and
evaluation of eligible auditors and provides a written report to the Audit Committee, which then
evaluate’s’:the report and inakes a recommendation to the Board; and

WHEREAS, on June 23, 2017, the Evaluation Comimittee distributed a request for competitive
price quotes for @n auditor (" ‘RF P7), a copy of which is attached hereto as Exhibit “A™ and
incorporated hergin by reference, to the approved Poc! 1 firms under State Contract T2458,
Auditing Services Contracted Financing Auditing Firms (“State Contract T2458™), which RFP
provided for the selection pf a firm to serve as auditor for the Authority for the two (2) year term
of Fiscal Year 2017 and Fiscal Year 2018, which engagement shall be renewable, at the option of
the Authority, for the one (1) year term of Fiscal Year 2019, including the performance of the
anniial audit for Fiscal Year2017-and F iscal Year 2018, respectively, at the rates set forth in the
winning firm’s proposal and in dccordance with State Contract T2458; and

WHEREAS, the Evaluationi Committee received one response fo the RFP fiom Mercadien, PC
(“Mercadien”™), reviewed and evaluated the response from Mercadien, and made a written
recommendation to the Audit Commitiee to accept Mercadien’s proposal, a copy of which
proposal 1s attached herete as Exhibit “B” and incorporated herein by reference (the “Proposal™);
and

WHEREAS, the Auodit Committee met on August 22, 2017, considered the Evaluation
Committee’s report, a copy of which is attached hereto as Exhibit “C*, and determined to
recommend fo the Authority that it award the contract for auditor to Mercadien, and a copy of the
Audit Committee’s Report is attached hereto as Exhibit “D”.

NOW THEREFORE, BE IT RESOLVED, that

l. The Authority hereby acknowledges receipt of the recommendation of the Audit
Commiitiee, which recommends that the Authority award the contract for auditor to
Mercadien.

2. The Authority hereby authorizes the engagement of the firm of Mercadien to serve as
auditor for the Authority for the two (2) year term of Fiscal Year 2017 and Fiscal Year
2018 and to perform the annual audit for the Authority for Fiscal Year 2017 and Fiscal
Year 2018, which engagement shall be renewable, at the option of the Authority, for
the-one (1) year term of Fiscal Year 2019, including the performance of the annual
audit for Fiscal Year 2019, all at the rates stated in and in accordance with the terms
and conditions of State Contract T2458, the RFP and the Proposal.
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3. The Authority hereby authorizes the Executive Director to take and do any and alf acts
and things as may be necessary or desirable in cotnection with such selection,

This Resolution shall take effect upon adoption in accordance with the Act.

Chairperson Richard Mammer asked if anyone had any questions or further discussion.
The members did not have any questions or discussion on the.motion. The above resolution was
seconded by Mr. Ferreira and adopted on a call of roll as [ollows:

AYE: 4

NAY:

ABSTAIN:

ABSENT:

Chairperson Richard Haminer declated said motion carried and said resolution adopted.

For the next order of business, Chairperson Richard Hammer requested the consideration
of Gfficers to serve the Authority effective through Fiscal Year 2018. Chairperson Hammer
requested a nomination for the position of Vice Chairperson to the Board. Chairperson Hammer
recommended that Me. Gregory Lalevee serve as Vice Chairperson. Mr. Ferreira moved the
following resolution electing Mr. Gregory Lalevee as Vice Chairperson of the Authority through

Fiscal Year2018:

WHEREAS, the Bylaws of the Authority provide for the annual election by the

Authority of Vice Chairperson and such other offices as it shall deem necessary; and

"WHEREAS,; the Authority desires to fill the position of Vice Chairperson;
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NOW, THEREFORE, BE IT RESOLVED, that the Authority elects Mr,

Gregory Lalevee to serve in the capacity of Vice Chairperson through Fiscal Year 2018.

The above resolution was seconded by Mr. Longo and adopted on a call of roll as

follows:
AYE: 4
NAY:
ABSTAIN:
ABSENT:

Chairperson Hammer declared said motion carried and said resclution ad'opted'.

Next, Chairpe’rso’n Richard Hammer requested-a nomination for the position of Treasurer
10 the Board and Chairperson Hammer recommended that Anthony Longo, Manager, Office of
Public Finance, NI Department of the Treasury (Designee for the Honorable Ford M. Scudder)
serve in the capacity of Treasurer of the Authority through Fiscal Year 2018, Mr. Lalevee

moved the following resolution:

WHEREAS, the Bylaws of the Authority provide for the annual election by the

Authority of a Treasurer and such other offices as it shall deem necessary; and

WHEREAS, the Authority desires to fill the position of Treasurer;
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NOW, THEREFORE, BE IT RESOLVED., that the Authority elects Mr.
Anthony Longo, Manager, Office of Publie Finance, NJ Department of the Treasury, Designee
for the Honorable Ford M. Scudder, 1o serve in the capacity of Treasurer through Fiscal Year
2018.

The above resolution was seconded by Mr. Ferreira and adopted on'a call of roll as

follows:

AYE: 4

NAY:

ABSTAIN:

ABSENT:

Chairperson Hammer declared said motion carried and said resolution adopled.

Next, Chairpcrson Richard Hammer requested a nomination. for the position of Assistant
Treasurer to the Board and Chairperson Hammer recommended that David K, Moore, Manager,
Office of Public Finance, NJ Department of the Treasury serve in the capacity of Assistant
Treasurer of the Authority through Fiscal Year 2018. Mr. Longo moved the following
resolution:

WHEREAS,; the Bylaws of the Authority provide for the annual election by the

Authority of'an Assistant Treasurer and such other offices as it shall deem necessary; and

WHEREAS, the Authority desires to fill the position of Assistant Tr'e’as‘urer;_
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NOW, THEREFORE, BE IT RESOLVED, ihat the Autharity elects David K.
Moore, Manager, Office of Public Finance, NJ Department of the Treasury, to serve in: the

capacity of Assistant Treasurer through Fiscal Year 2018,

The above resolution was seconded by Mr. Ferreira and adopted on a call of roll

as follows:
AYE: 4
NAY:
ABSTAIN:
ABSENT:
‘Chairperson Hammer declared said motion carried and said resolution adopted,

Next, Chairperson Richard Hammer requested a nomination for the position of
Comptroller to the Board and Chairperson Hammer recommended that Samuel Braun, Division
of Aceounting and Auditing, NI Department of Transportation, serve in the capacity of

Comptroller through Fiscal Year 2018, Mr. Ferreira maved the following resolution:

WHEREAS, the Bylaws of the Authority provid‘e’ for the annual election by the

Authority of Comptroller and such other offices as it shall deem necessary; and
‘WHEREAS, the Authority desires to fill the position of Comptroller;

NOW, THEREFORE, BE IT RESOLVED, that the Authority elects Samuel

Braun, to serve in the position of Comptroller of the Authority through Fiscal Year 2018.
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The above resplution was seconded by Mr. Longo and adopted on a call of roll as

follows;
AYE: 4
NAY:
ABSTAIN:
ABSENT:
Chairperson Hammer declared said motion carried and said resolution adopted.

Next, Chairperson Richard Hammer requested a nomination for the position of Secretary
to the Board and Chairperson Hammer recommended thiat Linda Davino, be nominated to serve
as Secretary of the Authority through Fiscal Year 2018. Mr. Ferreira moved the following

reselution:

WHEREAS, the Bylaws of the Authority provide for the annual election by the

Authority of Secretary and such other offices as it shall deem necessary; and
WHEREAS, the Authority desires to fill the position of Secretary;

NOW, THEREFORE, BE IT RESOLVED, that the Authorily elects Linda

Davino 1o sérvein the capacity of Secretary through Fiscal Year 2018,

The above resolution was seconded by Mr. Lalevee and adopted on a call of roll

as follows:
AYE: 4

NAY:
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ABSTAIN:
ABSENT:
Chairperson Hammer declared said motion carried and said resolution adopted.

Next, Chairperson Richard Hammer requested a nomination for the position of Assistant
Secretary to- the Board and Chairperson Hammer recommended that Jackie Brown be nominated
to serve as Assistant Secretary of the Authority through Fiscal Year 2018, Mr, Lalevee moved

the follewing resolution:

WHEREAS, thie Bylaws of the Authority provide for the annual election by the

Authority of Assistant Secretary and such other offices as it shall deem necessary; and
WHEREAS, the _Aufho.rity- desires to fill the position of Assistant Secretary;

NOW, THEREFORE, BE IT RESOLVED, that the Authority elects Jackic

Brown to serve inthe capacity of Assistant Secretary through Fiscal Year 2018,

The above resolution was seconded by Mr. Ferreira and adopted on a call of roll

as follows:
AYE: 4
NAY:
ABSTAIN:
ABSENT:

Chairperson Hammer declared said motion carried and said resolution adopted.




NJTTFA Meeting Minutes August 29, 2017

There being no further business coming from the Authority, Chairperson Richard
Hammer requested a motion to adjourn the meeting. Mr. Lalevee moved that the August 29,
2017 meeting of the New Jersey Transportation Trust Fund Authority be adjourned. Mr. Ferreira

seconded the motion, which was carried by unanimous vote.

The August 29, 2017 meeting of the New Jersey Transportation Trust Fund Authority

ended at approximately 10:10 AM.

Respectfully Submitted,

o
Linda M. Davino,
Secretary of the Authority

Page 12
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NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY

REQUEST_FOR PROPOSAL
FOR AUDITING SERVICES
June 2017

I. PURPOSE

The New Jersey Transportation Trust Fund Authority (the "Authority") was created by the State
of New Jersey {the "State") in 1984 to provide a stable, predictable funding mechanism for
transportation projects undertaken by the New Jersey Department of Transportation (the:
"Department"). Transportation projects financed by the Authority inciude expenditures for the
planning, acquisition, design, construction, repair, and rehabilitation of public facilities for ground,
water or air transportation of people or geods. The Authority aiso finances State aid to counties.
and mupicipalities for transportation projects. The Authority is governed by seven members
including the Commissioner of the New Jersey Department of Transportation (the
"Commissioner") and the State Treasurer who serve as ex-cfficio members.

Through this' Request for Proposal (the "RFP"), the Authority is soliciting responses from
accounting firms interested in serving as Auditor for the Authority for fiscal year 2017 (July 1, 2016
through June 30, 2017).and fiscal year 2018 (July- 1, 2017 through June 30, 2018), renewable at
the option of the Authority for a one year period for the fiscal year ending June 30, 2019. The
primary purpose of this contract is to complete a-full audit of the Author;rys fiscal year 2017 and
fiscal year 2018 ﬁnancra;‘ transactions (periods ending June 30, 2017 and June 30, 2018).
‘Questions concerning this RFP may be directed to Samuel Braun, Comptrolier, NJ Transportation:
Trust-Fund Autherity; PO Box 600; 1035 Parkway Avenue; Trenton, NJ 08625 at 609-530-2402
or 609-5630-2405 (fax). '

Il. BACKGROUND (fora comprehensive overview see www.state.nj.us/ttfa)

A, History

The Authority is a body palitic and corporate of the state of New Jersey, with corporate
succession, constituted as an instrumentality -of the State organized -and existing under
and pursuant to the New Jersey Transportation Trust Fund Authority Act (the "Act"”). For
the purpose of complying with Article V, Section IV, Paragraph | of the State Constitution,

the Authority is allocated within, but is mdependent of any supervision or controf by, the.
Department. The purpose of the Authority is to provide the payment for and financing of
all ora portion of the costs incurred by the Department for the State transporiation system,

including, without limitation, (i) the State's share (which may include State advances with
respect to any Federal share) under Federal Aid Highway Laws of the costs of planning,
acquisition, engineering, construction, reconstruction, repair resurfacing and rehabilitation
of public highways, {ii} the State's share (which may include State advances with respect
to any Federal share) of the costs of planning, acquisition, engineering, construction,
reconstruction, repair and rehabilitation of public transportation projects and other
transportation projects in the State, and (iii) State aid to counties and municipalities for
public transportation projects.
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The Authority must submit a financial plan to the State Legislature explaining:the financing
of the transportation system projects that the Department has proposed for the upcoming
Fiscal Year. The financial plan must contain an enumeration of the Authority revenues,
including (i) the proceeds of any anticipated bond issues, (i) investment income, and (i)
State appropriaticns. Additionally, the financjal plan must include an aggregatlon of project
expenditures for the current Fiscal Year:

Pursuant to the Act; the Commissioner may from time-to-time {but not more frequently
than monthly) certify to the Authority an amount necessary to fund paymerits, made, or
anticipatéd to be-made, by or on behaif of the Department, The Authority is obligated to
provide such amount from its revenues or other funds, including proceeds from the sale
of bonds. The Act directs the Authority, within ﬂfteen (15) days of receipt of the
Commissioner's certificate, to transfer funds to the State Treasurer for deposit in a special
fund maintained by the State Treasurer {the "Special Transportation Fund") in an amount
equal te the amount so certified by the Commissioner. Expenditures from the Special
Transportation Fund may be made on behalf of the Department only pursuant to iegislative
appropriations or authorizations. The Department provides such certificates on a monthily
basis, when cash is necessary for fransportation system improvement disbursements to
minimize the amounts maintained in the Special Transportation Fund.

The Act was renewed during Fiscal Year 2017, Debt service is provided for by the
const[tut:onally dedicated revenues derived from all Motor Fuels Taxes and all revenues
derived-from the Petroleum Products Gross Receipts Tax in each applicable fiscal year,
and an amount equivalent to the revenues derived from the tax imposed under the Sales
and Use Tax Act on the sale of new motor vehicles of'not less than $200 million for each
applicable fiscal year. Statutorily dedicated revenues are derived froni Toll Read
Authority Contributions, Heavy Truck Registration Fees, ahd Good Drivers Surcharges.
Statutorily dedicated revenues are subject to annual appropriation by the Legislature.

Thie 2016 reauthorization legislation also authorized bonding of $12 billion in fiscal years
2017~ 2024, the debt service for which will be paid solely from constitutionally dedicated
revenues. These funding sources, as well as future pay-as-you-go appropriations from
revenue dedications, will satisfy Authority. fiscal neéds during the reauthorized period.

Fiscal Year 2016 ended with outstanding Transportation System Bond and Transportation
Program bond balances of $16,720,883,754. As of December 31, 2016 the Authority had
issued 2016 Series A and 2016 Series B Federal Highway Revenue Reimbursement
Notes -(Indirect Garvee: bonds) for the purpose of paying. State Transportation System
Costs. The outstanding Indirect Garvee bond balance to date is $3,241,425,000, Bond
proceeds are combined with Authority revenues to fund State transportation improvement
projects and to defease or refund a portion of the Authority's outstanding bonds.
"Revenues” under the Bond. Resolution include- (i) all amounts appropriated by the State
Legislature and paid to the Authority by the State Treasurer from the Transportation Trust
Fund Account in the State General Fund, (if) any other amounts appropriated by the State
Legislature and paid to the Authority by the State Treasurer, or received by the Authority
from any other source and piedged by the Authority as security for the payment of bonds,
and (iii) interest recéived on any moneys 6r securities held pursuant to the Bond
Resalition.
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B. Flow of Funds

C.

Pursuant to the Bond Resolution, all revenues shall be promptly deposited by the Authority
as received into the Transportation Improvement Fund. The Authority shall transfer or
credit to the Trustee, for deposit in the following Funds and Accounts, on the following

1.

date and in the following-order of priority the amounts set forth below, but only to the extent
the amount in the Transportation Improvement Fund shall be sufficient therefore:

1.

On or before each Payment Date with respect to each Series of Bonds for deposit in
the Trustee Debt Service Fund, the amount, if any, so'that the balance in the Fund
shall equal or exceed the amounts of Debt Service on all- Series of Bonds coming due
on such Payment Date.

On or before the due dates thereof, for deposit in the Debt Service Fund, the amount
of any Financing Facility Payment Obligations, if applicable.

On or befare the due dates thereof, and subject and subordinate at all times o the.
payments, credits or fransfers required pursuant to paragraphs 1 and 2 above, for
deposit in the Subordinated Debt Fund, the amount of any principal, prepayment or
redemption price, interest or otber amounts payable in connection with any
Subordinated Debt.

Systems, Records, and Procedure

The Authority maintains its records for the governmental fund financial statements on
a modified accrual basis. The State of New Jersey has implemented the changes
defined in GASB 34 and any subsequent guidance.

~ All records pertaining to the Authority’s Funds are available at the Office. of the Director,

Division of Accounting and Auditing, New Jersey Department of Transportation.

State appropriations. are paid. to the Authority in’ accordance with an appropriation
schedule established by the Office of Management and Budget.

All Transportation Improvement Fund expenditures-are dishursed by wire to the State's
Special Transportation Fund. All disbursements to the Special Transpartation Fund
must be audited. Monies disbursed from the Special Transportation Fund are not
included in this audit.

All Authority Operating and Cost of Issuance Expense is disbursed by the Authority's
trustee bank by check, wire, or ACH payments, using a disbursement ordér requiring
two authorized signatures, Approximately 100 disbursements were made during the
Fiscal Year, which ended June 30, 2016.

All securities held by the Autherity are purchased through the State's Division of
Investments.

The Authority's. short-term investments are held in the State of New Jersey's Cash
Management Fund {Money Market).
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8. The State staff that maintains -the.-Aut’hofity-‘s books and accounts will be available to
assist the auditors.

Ill. Scope -of Services
The principal-accounting and auditing activities required. of the accounting firm will include:
A.  Annual Audit

Perform an .annual audit of all the Authority's books, records and. annual financial
statements prepared in accordance with Generally Accepted Accounting Principles and in
accordance with Generally Accepted Audit Standards, within sixty (60} days of the end of
‘the State Fiscal Year including:

1. Examining deposits, vendors' vouchers, receipted bills, statements and any other
‘supporting documentation.

2. Examining all of the Authority's accourits, obtaining evidence as to the existence of the
funds in-each account, and determining that fund balances have been classified
properly.

3. Verification of monies transferred between different Authority funds and accounts.
B. Signed Reports

The issuance of a signed report(s) of audit to the Authority and Trustee that includes. at
least (i) a statement of assets and fiabilities of all funds (including operational and
investments) held by the Authority and the Trustee as of the end of such Fiscal Year, (ii)
a statement of revenues, expenses and changes in fund balance of the Authority for such
Fiscal Year, (iii) a statement of cash receipts and disbursements of the Authotity for such
Fiscal Year, {iv) a statement whether the balahce in the Debt Service Reserve Account
satisfies the requirements of the Bond Resolution and the Grant Anticipation Bond
Resolution, if any, and (v} an opinion that the statements fairly present the financial
position of the Authority;

C. Accountants Certificate

The issuance of an accountant's certificate as required by the bond trustee banks, which
shall state whether or not, to the knowledge of the signer; the Authority is in default with
respect to any of the covenants, agréements or conditions on its part contained in the-
Bond Resclution and the Grant Anticipation Bond Resolution, if any, and if so, the nature
of such defauit.

D. Internal Control Reports

The issuance of separate reports to the Authority assessing the effectiveness of the
Authority's internal control procedures, and recommending any changes te those
procedures. Internal control-assessments should be prepared annually and findings must
be discussed in detail with the Authority.
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E. Bond Document Review

The review. of the Authority's bond documents for the issuance, when appropriate, of
comfort and/or consent letters to facilitate subsequient bond issues of the Authority.

F. Financing Analysis/Review

The review and analysis of traditional fixed rate synthetic fixed rate bonds (auction rate
bonds swapped to a fixed interest rate) and Capital Appreciation Bonds.

IV. Information to be Provided In Your Proposal
A. Firm Description

Provide a bfief description of your firm. Also, include the most recent Peer Review opinion
of your firm with the proposal.

B. Audit Engagement Manager

List the education and experience of the Project/Engagement Manager and Principal that
will be responsible for managing the on-site staff and ensuring quality and schedule.goals. -
are met.

C. Key Staff

List the on-site auditors that will be assigned to this audit and include their education and
experience.

D. Firm Experience

1. Provide a detailed summary of the firm's recent experience during the prior three
calendar years ending December 31, 2016, as an Auditor to large non-profit public.
agencies that issue boends. Include the following information:

a. Name a minimum of three clients for references with telephone.numbers and
contact person

b. Dates of engagemerits

c. Personnel assigned,

2. Describe the fitm's experience in developing and reviewing accounting systems for
high levels of internal control.

3. Provide a description of any experience with the analysis. of synthetic fixed rate bonds
and capital appreciation bonds in the prior two calendar years.

4. Detail the number of government- wide annual audits performed in the last three
calendar years in accordance with Governmenial Auditing Standards.

p
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E. Cost Proposal
1. Please provide your Cost Proposal as follows:

a. Hourly rates for different categories of professionals. and break out of work hours

by jobtitie for each year of the contract.

b: List and provide resumes of émployees to be assigned to this project by name and
category.

c. Provide an estimate of non-labor disbursements if included as.an additicnal cost.

d. Compensation for auditing Fiscal Year 2017, ending June 30, 2017.

e. Compensation for auditing Fiscal Year 2018, ending June 30, 2018.

2. The Authority will require the invoices for each service to include a breakdown of billed
heurs by date, task description, and persorinel assigned.

V. Proposed Evaluation Criteria

The Authority has appointed a committee to review the proposals submitted in response to this
request and to make recommendations to the Authority's Board. The committee will review all
propesals in light of the major evaluation criteria generally set forth below, which are not in order
of importance,

1. The bidder's detailed approsgch and plans to perform the services required by the Scope of
Work Section of this RFP. ' _

2. The bidder’s documented experience in successfully completing contracts of a similar size
and scope to those required by this RFP.

3. The qualifications and experience of the bidder's management, supervisory or other key
personnel assigned to the contract, with emphasis on documented experience in
successfully completing work: on contracts of similar size and scope to those required by
the RFP and a Peer Review with an ungualified opinion.

4. The overall ability of the bidder to mobilize, undertake and successfully complete the
confract

Contract Terms:

The Authority shall notify the contractor of the number of final copies to be delivered. One copy
shall be unbound and an electronic (pdf) file. The distribution of these reports shali be conducted
by the Authority.

Audit work papers must be retained for a periocd of not less than three (3) years from the date of
receipt of the contractor's final payment and be made available to the State andfor Authority
when requested.

Litigation support is not included in the bid price. The contractor shall provide expert testimony
when necessary regarding any fitigation resulting from audit work done as part of this contract.
Expert testimony support shall be provided at the hourly rates and by the labor titles listed on
the contractor's budgat for litigation support. The Authority will not assume any liability for the
cost of the contractor's legal counsel. if, subsequent to the award of any contract resulting from
this Request for Proposal, the confractor shall merge with or be acquired by another firm, the
following documents must be submitted to the Director, Division of Purchase & Property:
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REQUEST FOR PROPOSAL FOR AUDITING SERVICES
May 2015

a. Corporate resolutions prepared by the awarded contractor and new entity ratifying
acceptance of the original contract, terms, conditions.and prices.

b. State of New Jersey Bidders Appllcanon reflecting all updated information including
ownership disclosure.

¢. Vendor Federal Eniployer Identification Number.

d. Completed Ownership Disclosure Form. The documents must be submitted within thirty (30)
days of completion of the merger or acquisition. It should include the names and addresses of
all its owners and potential owners which hold or may acquire 10% or more of its stock or
interest. Fallure to do so may resuit in termination of contract.

If subsequent to the award of any contract resulting from this Request for Proposal, the
contractor's partnership or corporation shall dissoive, the Director, Division of Purchase &
Property must be so notified. All responsible parties of the dissolved partnership or corporation
must submit to the Director in writing, the names of the parties proposed to perform the contract,
and the names of the parties to whom payment should be:made. No payment should be made
untif all parties to the dissolved partnership or corporation submit the required documents to the
Director.

Vi. Submission of Proposal

One original and four copies of your proposal should be sent to Samuel Braun, Comptroller, Nd
Transportation Trust Fund Authority, Division of Accounting & Auditing, New Jersey Department
of Transportation, 1035 Parkway Avenue, PO Box 500, Trenton, NJ 08625. All proposals will be
expected by 2:00 p.m. on July 31, 2017. Any proposals rece:ved after this date and time will hot
be given any consideration.

The Authority reserves the right to aceept a bid for the first year audit only, to reject any and all
proposals and to waive any minor irregularities in a bid. Should the. Authority accept a multi-year
contract, which is subject to annual appropriation, it reserves the right to terminate the contract
after the completion of each annual audit.
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NEW JERSEY TRANSPORTATION TRUST
FUND AUTHORITY

Proposal for Professional Audit Services for the Year Ended

June 30, 2017 and Year Ending June 30, 2018

SUBMITTED BY:
Warren A. Broudy, CPA, RMA, CGFM, CGMA, PSA, Principal
wbroudy@mercadien.com | 609-689-2326

: Juiy 31, 2017
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CHERTIFIE LY PLIELIC ACGCTHINTANTS
July 31, 2017

New Jersey Transportation Trust Fund Authority
Samuel Braun, Comptrotler

1035 Parkway Avenue.

P.O. Box 800

Trenton, N1 08625

Dear Mr, Braun:

We welcome this epportunity te demonstrate why New lersey Transportation Trust Fund Autharity {the
Authority} should engage Mercadien, P.C,, Certified Public Accountants (Mercadien) to provide financial
statement audit servicés for the year ended Jurie 30, 2017 and year ending June 30, 2018. We believe the
Authority witl benefit from our expertise. Several factors uniquely quslify our firm:

7 Significant experience performing similar New Jersey state and local autherity auditor services.

¥ Half a eentury of experiénce and thought leadership in providing accounting, auditing and

consulting services to nurmerous organizations, including over 20 years of experience in sefvicing

various governrnental entities,

7 Highly credentialed, knowledgeable team of professionals who understand -state and fadera!
faws, regulations and reguirements for governmental financial reporting.

# Delivering the Mercadien Client Experience,

% Ourlong-term commitment to the gavernmental sector in not.only being an aud'it'o‘r,._but alsoan

advisor throughout the year,

We will eonduct the audit of the financial statements prepared In accordance with Gengrally Acceptéd
Accounting Principles; in accordance with Generally Accepted Audit Standards, and Governmient Auditing
Standards. Our audit process enables us to comply with our sudit and professional standards, as well as
allows the Autherity to meet its objectives.

We look forward toyour response and establishing an excellent working relationship with the Authority.

Sm‘ceiely.,_ , Y
Warren A. Broudm_ﬂ\, CGFM, CGMA, PSA
Principal

P:O. Box 7648 | Princeton, NJ 08543-7648 | -609,5689.9700" | Fax £09.685.9720
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I::XECUT IVE SUMMARY

in response to your request for proposal, Mercadien is pleased to present this proposa! to perform a
financial statement sudit and the issuance of other reldted certifications relative to debt issuance
resolutions for the New Jersey Transportation Trust Fund Authority {the Authority} for the yvear ended june
30, 2017 and year-ending June 30, 2018. Our audit will ba. performed in-accordance with audfting standards
gerierally accepted in the United States of America and Government Auditing Standards. We propose to.
examine deposits, vendors’ vouchers, receipted bills, statements and any other supporting documentation,
a5 well as examine the Authority’s accounts and determine that fund balances have been classified
properly,

F:RM DESCRIDTION

MercAdien offers a full spectrum of accounting and advisory services, including tradi tional audit and
fisancial reporting; federal, multi-state and international tax compliarnce and planning; compliance
oversight, risk assessment ang litigation support services; Managemsnt and board consulting, as well as
technelogy and wealth management solutions, Founded in 1962 and comprised of dedicated, experienced
and highty credentialed professionals; the firm serves privately owned companies of nearly every type.and
industry, as well as financial institutions, ﬂ'onprefif organizations, government entities, and wealthy
individuals and families. The firm provides forward-thinking, relationship- driven financial and strategic
services designed to maximize wealth and profitability, mintmize taxes and risk, and evaluate systemns and
‘orogesses, while increasing efficiencias, for its many diverse and sophisticated clients.

Mercadien P.C., CerniFied Public Accountants - For more than 50 years, Mercadien has
provided professional accounting services 1o nuerous cormpanies and organizations of varying industries,
5izes and structures. (n addition to audit and tax, we advise our clients on internal cohtrol procedures,
atcounting systerns, cash flow management and budgeting, as well as routine financial ‘operations-and
sophisticated management atdvisory issues, Qur principals’ professional merriberships include the American
tnstitute of Certified Public Accountants (AICPA), Pennsylvania Institute. of Certified Public Accountants,
New Jersey Society of Certified Public Accountants, The New York State Societies of CPAs, among numearous
others. Our Government Services Group and Compliance Oversight Group are also affiliated with AICPA
Government Audit Guality Center, Association of Government Acﬁ.ountan’t’s, Government Finarice Officers
Assoclation, Public Company Accounting Oversight Board, Registered Municipal Accountants Association
of New Jersey, and Association of Envirenmental Authorities of New Jersey.

A copy of our most recent 2016 exsarnal quality control review letter ¢ attached, which. included a review
of specific government engagements. Mercadien received a rating of pass, with no deficiencies. There have
been no federal or state desk reviews or field reviews of our audits in the past three years, In addition,
there has beer no distiplinary action taken and none is pending against the firm during the past three years
with state regulatory bodies or professional organizations.

Propasal to New Jersey Transportotion Trust Fund Authorfty — luly 2017 1
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Other Mercadien group companies include:

Mercadien Consulring — Uniquely. designed problem prevention and solving methodologies assist
entrepreneurs in increasing profitability. Through well-articulated, deliberate planning, we provide goat
sttainment strategies that enhance the eatire breadth of your organization’s businiess operations.

MercadieN TearvoloGtes - Helps clients leverage technology in order to créate.new channels of
revenue, tawer cost structures, increase efficiendies, and provide increased vaiug to customers and
sharghalders, Mercadien Technologies Is a resource that enables your staff to concentrate on achieving
strategic initiafives.

MercadiEn AssET MANAGEMENT - Provides persenal and business finantial planning to help clients
attain their financial goals. Clients seek expert counsel to. achievé wealth création objectives through
customized services tailored to meet their individual néeds. Our strategic asset management offerings:
spany the entire financial services spectrum, and we work in tandem with your CPA to integrate all of your
business and personat goals.,

BDLO AllANCE USA - We dre an independent member of the BDO Alliance USA, a nationwide
association of independenitly owned local and regional accounting, consulting and service firms, with similar
client service goals, The BDO Alliance USA presents an opportunity for firms to expand services to clients:
without jeopardizing our existing relationships or our autonomy by accessing the resources of BDO USA,
LLP.and other Alfiance members, The BOO Alliance USA s a subsidiary of BDQ USA, LLP, a Delaware limited
Hability partnership. We are able to offer several advantages to our clients, including the strength of a
unified team of advisors in assurance, tax, financial advisory and .consuiting services, entrée to a network
of professional advisors through our membership in the BDO Alliance USA, and access to the global BDO
network with offices in over 150 countries.

Proposal ta New lersey Tronsportation. Trust Fund Au‘thon‘ty —July 2017 2
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Lurrently, our professionals by categary are as follows:

; 19 6 T RMA, CFF, CFE; CGMA, MST, MBA, PSA,
CANMS, CCIFPR, CGRM, PFS, TiA, PFS, CEMA
Directors 7 4 7 CGEMA, CEFM, CAMS, PSA, MST, MBA,
CREM; CISA
Managers 9 el 5 PSA, CIRA, MST, CGMA, CRCM, CPM,
MABRA, CAMS
Supeeviscrs/ ) 113 & 5 CFE, CGMA, CAMS
Supgenvising Senioes '
Leriors 15 4 i EA, MACC
Staffffniry/associales 24 12 2 MIBA, NP
Cther Frofessipals 10 - el MBS, NP
Asset fManagernent Group 4 - - cEp
Technology Group

Additiorially, Mercadien has a team of three techoical and eight principal administrative assistants, as well
as two floating assistants, to provide support to the professional teams. Both a technical and principal
-3ssistant would be assisting the téam assigned to the Authority with clerical support,

Diversity at Mercadien

At Mercadien, we value diversity in the workplace, We feel the more diverse we are, the more successful
we will be, We have a multifingual workforce, comprised of employees that speak over eleven different
lariguages, which enables us to provide excellent service to all cur clients, both at home and abroad. In
addition, we are constantly growing and recruiting from a diverse pool of candidates.

Froposal ta New Jersey Transportation Trust Fund Authority — July 2017 E
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AudIT ENGAGEMENT PRINCIDAI/MANAGER

The Mertadien team assembied to meet the needs of the Authority possesses a wide range of skill sets,
backgrounds, professional certifications and decades of hands-on experience.

SOLIECU LT Y

A FEs, TR will lead the scoping and execution of this engagement,
marshaling the appropriate professional résources within the Government. Services Group. Warren is a
managing. director of The Mereadien Group and a principal with Mercadien, P.C., Certified Public
Atcountants. In his capacity at Mercadien he is responsible for the government services group’s -audit
processes inciuding but not limited to.policies and procedures, resolving audit issues, training of staff, and
gvaluating and implemanting internal tontrol policies. ' '

SRR L VES ) =, G a director/manager with Mercadien, P.C., Certified Public Accountants,.
wilt have day-to-day oversight respansibility. Digesh is a lead member of the Governmient Services Group
with over ten years of éxperience and involved in the technical training of the firm's staff on new
government, auditing and financial reporting pronpuncements.

This is the same teamn that assisted the Authority in the past, therefore, we will bring unique efficiencies to
the engdgement with the Authority and the ability to hit'the ground running upon appointment, This is the
team that will ultimately ensure-all quality and s¢hedule goals are met.

Additionatly, both Warren and Digesh are available to the Authority throughout the year tooffer technical

assistance as needed or to assist with implementing the most appropriate accou nting pronduncements.

Key STAFF

Mercadien believes that continuity is important in any engagement. We want our clients to feel confident
xnowing their engagements ate managed by welk-trained, committed, and passionate professionals year
after year. We ensure staff consistency on all our engagements year to year, thereby creating efficiencies’
and further contributing to the value we provide our clients. From time totime, we may rotate engagement.
tearm members to bring a fresh set.of eyes to the engagement. We take pride in the excellent service we
provide our clients, and we pledge that the same superior quality of sérvices will be extended to the
Buthority.

The engagement tearmn wiil e finalized dnce we confirm your timetable and audit readiness. Primarily, the:
tearn wiil consist of Warren Broudy as the primary audit service partner, Digesh Patel as the manager, and
Matthew Daly as the supervising senior. Because the Authority is a highly-valued client of ours, we wilf
devote the necessary personnel to ensure your audit engagement goes smdothly and that the audit
fieldwark is completed within abidur ane week. Asthe principal ultimately responsible for your services at
Mercadien, Warren will be persanally involved in your audit engagement, and ensure it goes smoothly. We
take pride in the excellent service we provide our clients, and we pledge that same superior quality of
service will be extended To you and the Authority's team.

Praposal to New Jersey Transportation Trust Fund Authority — July 2037 4
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Mercadien believes that qualified, experienced staff members are integral to our audit phitosophy. All of
cur accountants are graduates of major universities with degrees in accounting, and many are certified
pu_%ﬂi{: accountants. it i our standard practice that a senior accountant assigned to a-governmental audit
will have at least three years of such experienge,

Individuals workisg on your engagement will have satisfied the American institute of Certified Public
Accountants requirement of 120 cortinuing professional credit hours over a three-year period with a
minimurm of 20 credit hours per year, as well as United States General Accounting Office Requirements of
24 continuing professional credit hours in the governmental auditing area within tha last two years,
Resurnes inciuded in this section include:

e 3 E w B : N i i : i 5

1 Warren A, Braudy, CPA, Principal 30+ Overall management of the

| RMIA, CGFM, PSA, CGMA audit éngagement and

sm _____________ financial reporting.

i Digesh Patel, CPA, MBA, Director/Manager 10+ Sugervise fieldwork and

CGMA, PSA ' initial review of annual

5 financidl statement.
Matthew Daly Supervisirig Sentor | 5t Fieldwork, including

preparation of any
necessary adjusting journal
entries, )

A% needad Staff 1+ Detailed audit testing.

Proposal to New Jersey Tronsportation Trust Fund Authority = July 2017 5
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Warren Broudy is:a managing director of The Mertadien Group, principal with Mercadien,
P.C, Certified Public Accountants, and ¢hair of the firm's Compliance Oversight and
Government Services Groups. He brings over 30 years of professional experience in public
accounting and the healthcare, government and commercial sectors to provide
appropriate and beneficial audit, complignce, a nd riskmanagemeant solutions to hisclients.

Overseging ail facers of numerous and diverse-engagements and leating knowledgeable and credentialed
team members with a proven, consistent, proactive approach, Warren helps organizations meet their
regulatory and contract comphiance réquireménts; perform effective internal controls and fiscal and
programmatic aversight; assess and remetiate risks and EXPOSUres; imprave business processes, reparting
systemns and decision-making.abilities; ensure transparency and accou ntability; and achigve their financial
and strategic objectives. '

Highly regarded as an expert in audit program design and implementation, budgetary issues and finanicial
reporting practices, Mr. Broudy specializes. in performing financial statement and comipliance’ audits,
management and financial reporting, and agreed-upon procedures: for state and local authorities, state
agencies and commissions, municipalities, bospitals, and nonprofit and social service organizations
throughout the Tri-State area. His experience encompasses services to all entities subject to Uniform
Guidance, state and iocal reporting requirements, Government Auditing Standards, GAAP and other
regulatory requirements, as well as services pertaining to EHR and Medicaid programs.

A Registerad Municipal Accountant, Certified Governmient Financial Manager and Chartered Global
Management Accountatit, Warren & frequently sought out by major public and private entities to advise.
on financial and governance fssues; review and provide official annual financial and debt statements,
participate in budget and operational reviews, -and provide documents required by counsel or banks in
conrection with bond compliance, debt offerings or financial statements.

Mr. Broudy is:an active member the Association of Government Accountants, NJ Assaciation of Counties
and Association of Environmental Authorities, and the Goverament Finance Officers Association. He'is a
member of the American Institute and NJ Society of Certified Public Accountants, and is licensed to practice
in NI and PA.

Additionaily, Warren earned a Bachelor of Business Administration degree in Accounting from Temple
University; serves on thé board as treasurer of the YMCA of Trenton and as president of the Meals on
Wheeis of Mercer County; and resides in Mount Laurel, NJ with his wife and their two children. Warren
can be contacted at (609} 689'~232:6.'.'ar-wbmudy@'mer{:ad'éfeh-,cam-‘

Propuso! to New Jersey Transportation Trust Fund Authority - July 2017 &
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Digesh Patel is a director with Mercadien, P.C., Certified Public Accountants-with over ten
years of experience. As a member of the Government Services Group, Digesh oversees
financial, cost veport and cost allocation, and compliance audits, as well as agreed-upon
proceduras and compilations, monitors bond compliance, gvaluates internal controls, and
monitors compliance with government auditing standards,

Digesh is the lead member of the firm's governmental practice and specializes in assisting clients with
reeds in the areas of internal control over financial reporting, budgeting, unaudited annual financial
statements, cost allocation plans, annual and supplemental debt statements, bond ordinances and
resclutions. He is also involved in the technical tratning of the firm with new audit and accounting
pronouncements, local finanhce notices issued by the Division of Local Government Services, and hands-on
training  of professional staff in education and mentering. In addition to performing financial audits, his
expertise alse includes audits in accordance with Uniform Guidance and New Jersey Circular Letter 15-08-
CMB.

While attending Rider University, Digesh worked part-time for Mercadien as an auditor for the State of
New lersey Lotteny Commissian, where he observed the lottery drawings and performed agreed-upon
procedures. HE contiriues to wark @n this engagement as an auditor for the monthly and annual financial
statement gudit.

In May 2012, Digesh was awarded a Special Achievement Award by the Association of Government
Acceuntarits” Trenton Chapter for his contribution to government accounting and:auditing.

Digesh is @ member of the American Institute and New lersey Society of Certified Public Accountants, as
well as the Association of Government Accountants’ Trepton thapter. He is also a beard member, finance
comrittee chair, and a member of the executive committee of CASA for Children of Mercer and Burlingtan
counties; assistant treasurer of the Inistitute of Internal Auditors of Central Jersey and serves on the board
of the Mercadien Foundation. Digesh is a-graduate of Rider University with a Bachelor of Science degree
in-Accounting .and a Masters of Business Administration. As an undergraduate, he was treasurer for the
Asian Students at Rider organization, He resides with his wife and two sons in Bordentown Township, NI
Digesh can be reached at (609) 68%-2410 or at dpatei@mercadien.com.

Praposal to New Jersey Transportation Trust Fund Autharity ~ July 2017 7
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Matthew Daly is a supervising senior atcountant at Metcadien, P.C., Certified Public
Accountants, and a member of its Government Services Group: As an in-charge supervisor
overseeing staff, he plans and performs audits and agreed-upon procedurés for state and
local authorities, state agencies and municipalities. Mr. Daly is also responsible for the
i evalyation of bond compliance and the completion of audit testing procedures for
government client engagerments.

Mr. Daly has experierice assessing the effectiveness of clients’ internal controls, as well as with financial
reporting, disclasture and compliance issugs of entities subject to Uniform Guidance, OME 15-08,
Government Auditing Standards, and state, Iocal and municipal reporting requiréments. Matthew is"also
an active member of the firm's Associate Advisory Committee.

He earned Bachelor of Science degrees in Accounting and Finance, with'a minor in Psychology, from Lehigh
Lniversity, where he was @ member of several on-campus organizations, including the. Accounting Club
and invesiment Management Group, He is a member of the Lehigh University Alumni Association,
erganizing snd attending several charity and campus recruiting events annually,

My, Daly is also Treasurer for the Lady Margaret Animal Foundation and an active veluriteer for CASA af
Mercer County, NJ, as welt as the Lymphama Research Foundation, He is presently seeking his CPA
certification and resides with his wife, Jill, in Dovlestown, PA. Matt can be reached at {609) 689-2343 or at
mdalv@mearcadien.com.

Propesal to New Jersey Trunsportation Trust Fund Au thority -—Ju'fy 2017 3
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Government Services Group

A practice within the accounting firm, the Governmental Services Group was founded over 20 years-ago
and. today sarves nedrly 40 clients, including numerous municipalities, staté and local agencies and
authorities, many of which are included.in the reference section of this proposal. Marcadien remains at the
forefront of the issues and trends affecting this unique sector of the national gconomy. Our highly-
experienced and credentialed team of professianals are members of state associations and ‘trade groups
that sefve governmental eritities, We provide audit, accounting and advisory services on behalf of
numerous municipal and government clients advising them on internal c’bnt‘roi'p.rocedures, accounting
systems, cash flow management and budgating, and statutory and regulatory compliance. Specific services:
provided are as foliows;

Accounting advisory services, including federal financial reporting disclosures

® Accounting policy and procedure recommendations and implementation
* Agreed-upon procedures engagements

* Annual.audits

® Annual financial statement preparation

" Annual and Supplemental Dabt Statements

" Arbitrage rebate calcufations

" Attendance ar rating agericy conferente calis.

Bond appendix preparation services
7 Budget assistance
Compilstions and reviews

* Compliance oversight services

" Compliance reviews

“ Compliance with federal, state and ocal government requirerments
¥ Compliance with Local Bond: Law

Compliance with Local Budget Law
“ Compliance with Local Public Contracts Law

" Compliance with New Jersey Administrative Code
” Compliance with local finance notices

* Compliance with reguirements of audit

" Connection fee calculations

* Continding disclosure requirement services

“ Cost certification reviews

" Evaluation of trust fuhds

"~ Financial analysis.

T Forehsic reviews

" Grant.compliance menitoring

indirect ¢ost allocation plan

*internal control procedure reviews

Issuanice of band/consent fetters for bond offerings
' Operational reviews,

# Organizational and efficiency reviews
7 Performanice audits
o

Refunding bond verification services

Proposof to New Jersey Transportoiion Trust Fund Authority ~ july 2017 3
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Reviews far compiiance with bond resolutions
Single and Yellow Book audits
Tax compliance services

Operational and Management Reviews - Mernbers of our staff are experienced in performing operational
and internal control reviews for a. variety of organizations and businesses. These reviews include
documentation of operations and development of suggestions that car be used to improve management
and ‘operational Tunctioning within the organization. Additionally, staff members are involved in the
development of long-range-plans through the planning process, working. with key iridividuals to examine
cdrrent strengths and to develop long-term strategies, Our staff also works with the development of
projectionsand long-range forecasts.

Compliance Oversight Services - From project oversight, contract and statutory compliance, budget
maonitoring, and risk assessment and rermediation to governarnice, fraud control and technology programs,
our professicnals implement sppropriate and.effective audit, compliance and risk management solutions,
and resultant valuable reporting systems, decision-making abilities and. protection, for any type of entity
subject to regulatory and contractual requiremerits. Mercadien’s dedicated, highly experiericed and
credentiated teams develop prograrms and initiatives that provide proactive feedback, i'n‘dependent
analysis, and proper transparency and accountability, that-ensure compliance requirements and financial
and strategic objectives are miet, Compliance sefvices include:

Contract and Regulatory Compliance
Risk Management
* Business Process and Contrel lmproverments
Several of our principals and managers are recognized leaders in the aréa of compliance with government
audit reguiations. Organizations call upon them freguently to lecture and provide articles on the
fundamentals of _c.o'm_p:!iance issues-such as various Governmental Accounting Standards Board {GASB] and
Division- of tacal Governtnent Services prencuncements and implementation issues, and related issues
affecting governmental entities,

When, and as needed, we will make available to you our experts in various ma nagement consulting sreas,
who will respond to your financial and management needs,

implementing Applicable Guidarnice
Over the years, we have assisted many goversmental autharities, including the Authority in implementing
the following Governmental Accounting Standards Board Statements:

” GASB Statement No. 45- Accounting and Financlal Reporting by Employers for Postemployment
Benefits Other than Pensiens:

" (GASB Staternent No, 53- Accounting and Financial Regorting for Derivative Instruments;

GASE Staternent No. 55- The Hierarchy of Generally Accepted Acc-o’u’nti'n"g.P'rf_hci;jJes for State and

Local Governiments:

Proposal to New Jersey Transgortation Trist Fund Autharity —july 2017 1o
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GASE Staternent No 56- Codification of Accounting and Financial Reporting Guidance Contained
in the AICPA Statements on Auditing Standards;

GASB-Staterment No 62- Codification of Accounting and Financial Reporting Guidance Contained
in pre-November 30, 1989, FASB and AICPA Pronouncements; |

GASE Statement No. 63- Financial Reporting of Deferred Qutflows of Resources, Deferred
inflows of Rescurces, and Net Position:

GASB Statement No, 64- Derivative Instruments: Application of Hedge Accounting Termination
Provisions — an Amendment of GASE Statement No. 53;.and

GASE Statement No. 65- [tems Previously Reported as Assets and Liabilities.

Unique Expérience

As the prior auditor of the Authority, and the current auditor of the New lersey Building Authority, the
New Jersey Highlands Water Protéction and Planning Council, and Tobacco Settlement Financing
Corporation, we have an understanding of the unique reguirements of government-wide and
governmental fund financial statement audits, including the following:

g

The basic financial statements consist of government-wide and govermnmental fund financial
statements.

The Authority, as a single program government, combines government-wide and
governmiental fund financial statements, which are linked together by a reconciiiation.

The goverament-wide financial statemerits are prepared under the economic resources
megsurernent focus-and the accrual basis of accounting. Revenues are recognized when
earned, and expendituresiare recognized when incurred.

L

The governmerital fund financis! statements are prepared under current financial resources
reasurement focus and on the modified accrual basis of accounting. Revenues are recorded
when measurable and available. Expenditures are recognized when the related liability is
ncurred. The exception to this rule is. that principal and interest on lorig-term debt are
recognized when due.

We are familier with all the adjustments needed 1o convert the Authority's governmental fund financiz!
statements to the'government-wide financial staterments as required under GASE Statement Nurmbar
34 and wother applicable requirements per GASB pronouncemeénts. We assisted the Authority. in
implementing GASB Statement No: 34 and comply with: the standard in presenting government-widg
financial statements.

For fiscal year ended June 30, 2017, the Authority audit will be subiect to clarified standards under
which the audit will be performed as a group audit since the Authority is a compenent unit of the State
of New Jersey. The state auditor's office is involved in overseeing audit planning and fieldwork
performed as part of this group avdit. We have experience in working with-the state auditor’s office
and ara welt aware of the process fram other simifar engagements,
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Our Experiénce with Developing-and Reviewing Internal Control

Risk Assessmerit Standards (Statement.on Accounting Standards Nos. 104 through 114) esta blishstandards
‘and provide guidance concerning the auditors’ assessment of the risks of material misstatement (whether
caused by fraud or erfor) in a financial staternent audit; design and performance of tailoréd audit
procedures to address assessed riske: “audit risk and materiality; planning and supervision; and audit
evidence,

Our Experience with Analysis Related to Bonds

In the prier three calendar years, Mercadien P.C. has had three clients, New Jersey Healthcare Facilities
Finascing Authority, New lersey Building Authority and New Jersey Transportation Trust Furid Authority,
who currently have or have had financial instrumernt agreements; such as interest rate swap agreements,
in relation to variable rate bonds to achieve a synthetic fixed interest rate. Thus, each éntity pays a fixed
rate of interest, based on each agreement, on a notional amount equal to the bond printipalamount being
hedged pursuant o such swap. The falr market value of the swaps was disclosed in each entity’s notes to
financial sta_teméhts,_-Oxr_er- the past five vears, we have also audited capital appreciation bonds oh the
Authority audits, as well as the Mereer County improverment Authority audits. Thus, wé are familiar with all
related financial reporting and disclosure requirements.

Our Experience with Government-Wide Annual Audits

Over the past three calendar years, we have performed government—wide audits in accordance with
Government Auditing Standards for the New. Jersey Building Authority, New lersey Highlands Water
Protaction and Planning Council, Tobacco Settlement Financing Corporation, and New lersey
Transportation Trust Fund Authority.

Detailed Approach to Perform the Required Services

The following details.our plans and approach to audit the Authority’s financial statements:

a. intheplanning stage of your audit we will meet with the following to complete audit planning
and irternal control avaluation forms:
i, Audit Committee,
ii. Execufive Director,.
i, Comptroller,
fv.  Authority management, and
v. State auditors.

b, We will then develop a planning memo that will include all' schedules and documents needed
1o complate our audit, This plarming memo will be sent to the Authority after the above
meetings and before the beginning of audit fieldwork, and will include a timeline of the dates
when each item will be needed.

Proposal to Mew Jersey Transportation Trust Fund Authority - July 2017 12
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c. We will request that you provide us with the information necessary for the assembly of sudit
samples for testing internal controls and compliance, as'well as the preparation of bank, bonds,
legal and other confirmations. {(We will provide you with lists of audit samples and
confirmatians prior to the start of fieldwork.)

d. We will conduct "walk-throughs” of sample transactions in key audit areas to ensure our
understanding of the way the Authgrity’s processes are supposed to be functioning and to
serve as a guide for our evaluation of internal controls,

e. Mercadien uses a riskzbased approach for each of our audit engagements. This process allows
us to focus our testing in areas where there may be heightened risk.of materiz! misstatément,
Thiese areas will be identified during the planning p'h'aS'e*of the engagement. These standards
require us to gain an even greater in-depth krowledge of the Aufhority and its operations,
resulting in increaSe‘d-aud it work refating te identified risk sreas. |

f. We expest audit fieldwork to commence based on readiness of records and expect the audit
fieldwork totbe performed by astaff of two experizrited in audits such as.yours. Qur fieldwork
will consist of substantive ‘tests of the Authority’s various accounts {¢.g., cash, bonds,
appropriations, and expenditures). It will also comprise of analytical procedures that may
highlight unusual variations In account balances and “flag” areas for further examination, As
required by Statement en Auditing Standards (SAS) 99, we will conduct interviews with
membears Of management regarding their knowledge of any known or-suspected fraud ard/or
noncompliance.

g Our audit procedures on any traditional fixed rate or synthetic rate bonds te determine correct
account balances and financial statement disclosure will include:,
i. Analysis of bond efficial statements to agree bond and bond issuance cost
balances to Authority accounting records,
il. Analysis of interest rate swap agreements to determine proper financial statement
discinsures,
i, Analysis of amortization on various bond related costs,-
i, Third-party confirmations, and
v. Audit of supgorting decumentation of bond principal and interest payments.

. During fieldwork, we will prepare the draft financial statements which will include:
i. Statement of Assets, Liabilities and Fund Balance for afl funds,
ii. Statemént of Revenues, Expenses.and Changes in Fund Balarice for alt funds,
#i, Staterment of Cash Receipts and Dishursements, and
iv. Noteste Finandial Statements.
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L I I A B P L AR I T
Lo We will issue the following reports:

i, Signed Independent Auditors’ Report on the financial statements.

i. Independent Auditors’ Report on internal control over financial reporting and on
compliance and other matters based on an audit of the financial stateménts.
performed in accordance with Government Auditing Standards. Any findings wil
be presented In accordance with the Government Auditing Standards. and
discussed with management,

i, Accountants’ certificate as required by the bond trustee bank and as fioted in the’
scope of services in section It of the RFP.

[e—

At the conclusion of the audit, we will meat with the Authority’s management to discuss the
financial statement and compliance audit results and ahy findings. We will also be available to
rmeet with the Authority's Audit Committee to present audit results. If appropriate, wa will
provide you with @ Management Advisory Lettér commenting on any recommendations we
have for improvéments to your financial management and internal controls.

k. Upon approval of the draft financial statemenits and related reports by management, we will
finalize and bind the required amount of copies of the audited financial statements. We will
also issue final Statement of Auditing Standards 114 {Audit Committee Communication Letter).

Other Audit Steps:

Censistent with our reputation of praviding.an dutstanding level of client service, our staff will
be.available ta discuss any questions that the Authority’s' managerent may have throughout
the audit {and beyond),

As required by Generally Accepted Auditing Standards and Government Auditing Standards,
managerment and the audit committee will be contacted immediately should fraud, suspicien
of fraud, or un-auditabie conditions be encountered,

As s our practice, wewill maintain clear audit working. papeérs:that will be organized in an easy-
to-follow manner and that will demonstrate the appropriate levels of supervisory review.
Those working papers will document the results of our analyses and testing and will support
our audit conclusions.

We will also review the Authority’s bond documents fer the issuance of comfort-and/or consent letters, as
appropriate, to facilitate subsequent bond issues of the Authority.

Alt our working papers are titled (e g.; Cash, Accounts Payable, etc.} and show the hames of the preparers
and reviewers, as-well as the dates in which they were prépared/reviewed. We will retain the papers for a
minimiim of three years and will r.etain.ownéréhip:- of them. We. will make these workpapers available to
the State or the Authority when requested.
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o 1

New letsey Building Authori
50 West State Street

i Bth Flaor

PO Box 219

Tranton, N 08A25.0219

"

o

)
Mike Joras, Manager
(609) 633-9082

tnichael jortas@treas.sratenjus

2004-2017

Annual financial
staterent audit;
agreed-upon
procedures-
construction projedts;
agreed-upon proted_ure
gngagements 1o revigw
coritract expenditures:
hand resolution
compliance,

.
f'& MERCAC EN, PC.

Warren Broudy
Eugene Elias
Digesh Patal
Matthew Daly

Tobacco Settlement Financing
Corporation, Inc.

33 Wesy State 5t 4th Floor
Trenton, N 3865

Michele Ridge; Departmpnt of
the Treasury
Office-of Managerent and

Biidget

{609) 2924242
Michele Ridge @ treas.ni.gov

2008-2010,
2013-Eurrent

Annual financial
statement audit; bond
resolution compliance.

Warren Broudy

JilY Ann Murphy,

Emily Hoffran

New lprsey Water
Suppily Authority
1851 Highway 31
P Box 5196
Clinton; Ni 08809

Beth Gates,
Executive Director
(908} 638-6121 %252
bates@njswa-org

2005-2014,
2017

Annual financial
statement and single
-audits;-agreed-upon
procedures; arbitrage
rebate calculations;
bond resoltion
coripliarice.

Warren Broudy
Emily Hoffran

Fyle Neald

Digesh Patel
Matthew Daly
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Qur fees are hased on the time expended by eachrof our staff and are caleulated at their respective standard
hously: rates. These rates are established on the basis of staff members’ levels of experience and
respensibiiities, are quite fair, and very competitive with the rates of other CPA firms offering the types of
services that we provide. "

New lersey Transportation Trust Fund Authority
June 30, 2017-2018
Cost Proposal

Partner Manager Senior Staff Total
Hours 16 26 47 54 138
Hourly Rate S 215§ 162 % 131§ 84
Addit Cast 5 3440 5 4,212 5 5502  § 4538 S 17,690

Courtesy Discount {2,600}
Total Maximum Fee 2017 S 15,000

Total Maximum Fee-Optiondl - Year Ending June 30, 2018 S 15,000

Our fee Is contingént upon the satisfactory condition of the books and records, the records being ready for
audit by a mutually agreed-upon date, availability of underlying docurmentation, and the cooperation of
staff in gaining access to the information we need. Should the Adthority reguire additional -accounting
assistance we will discuss an additional fee arrangement with yoo before proceeding. We assure you that
we will make every effort to hold our time to the absolute minimum necessary commensurate with the'
effort required, If our time is less than estimated on any engagement, we, of course, always bill you the
lesser amount, If we encounter any unforéseen circumstances that may require si_gniﬂc-antiy maorg time
than anticipated, we will notify you promptly of the situation and the estimated -added cost bafore
proceeding with the services,

Any additional services will be praovided at our standard hourly rates as follows:

Senior Managers/Directors %162
Managers 5131
Staff/Consultants S84

Proposo! to New Jersey Transportation Trust Fund Authority — fuly 2017 18
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ConNnclusionN

WIith cur vast experience in serving the needs of many public bodies, we fer] that Mercadien would be vour
best choice to provide the auditing services you require. Confident in our ability te assist the Authority in
meeting its deadline at a manageablé cost, we welcome the potential opportunity to work with you and
the Governing Body, We are open to discuss any aspect of this proposal including the proposed
engagemeant tearn, fee, and the-o’pp‘ortumty to meet a competitor's price shivuld you feel we are the most
quatified firm. We lock forward tayour response-and to the prospect of working with Yo,

Sinmgerely,

MERCADIEN, p.C,
CERTIFIED PUBLIC ACCO}J NTANTS:
,- Ay A

{:)V::w‘\— :": ({{E{twf{wﬂ """
Warren A, Brous{/CPA, RMA, CGEM, PSA, CGMA

Principal
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CACCZOUNTANTS &2 ADVIEORE

Sysrem Review Repori

Sepiember 29, 2016

To the Parinérs of Mercadien, P.C. . CPAs and the Nafional Peer Review 'Cbmmiti_eg

We have reviewed the system of qualify contrel for the accounting and anditing practice of

Nercadien, P.C,, CPAs (he firm) applicable 1o engagements not subject to FCAQR permanent
inspection in sffect for the vear ended May 31,2016, Our peer Teview was conducted in
accordarce with the Standards for Pe:formmg and Reporl:m.ﬁr on Peer Reviews established by the
Peer Review Board of the American Institute of Ceriified Public Accountants, As a part of our
peer review, we considersd revisws by Tegulatory entities, if applicable, in determining the nature
and extent of our pro:edu.res The frm is responsible for designing a system of quality-control
and complying with if toprovide. the firm with reasonable assurance of performing and reporting
i conformity with appliceble professional standards in all matedal respects. Our responsibifity
15 0 express an opinion on the design of the system of qualify conirol and the fimn's compliance
therewith based on our review, The nature, -objectives, scope, limitations of -and the procedimes

petformed in 2 System Raview are described in the standards at wﬂm

As required by the standards, enzagements selected for review included engagements performed
wnder  Government Audifing Smandards; and qudits of f employes ‘benefit plang.

In owr opinion, the system of gquality control for the accounting and auditing practice of
Mercadien 'P.C., CP: —\.s applicable to engagements not subject to PCAOB permanent inspéction,
in effect for the vear ended May 31, 2016, has been suitably designed and complied with to
provide the firm with reasonable assurance of performing and reporting in conformity with
applicable proféssional standards in all waterial respects. Firms can receive a rating of pass,
pass with deficiencyriesh or fail:

Mercadien, P.C.. CPAs has received a peer review rating of pass.

W oz bLF
Marcum LLP

KA

WHRGAM I

Warcum 122 « Onp Southoast Third Asanue = Suits 1300 + Misoi, Florida 33131 = Phiz ¢ J0S.S56.0500 » Ty HSG960 - wwwmarcumllp.com
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NJ TRANSPORTATION TRUST FUND AUTHORITY

Chng Onnghe Gowerne: | Wm Suadayns Lendenart Soveraer

Members:

‘The Honerabie Ford M. Scudder

The Hongrable Richard T, Hammer, Chairman.
Gregory Lalevee, Vice Chalrman

Raobert A. Briam, Jr.

Nelson Ferreira

August 15, 2017

Report of the Evaluation Committee Mecting

Review of the Response to the Auditor Request for Proposal

in Attendance:

Antheny Longo, Member (Vid Teleconference)
Gregory Lalevee, Member (Via Teleconference)
Nelson Ferreira, Member (Absent)

The Evaluation Committee (Committee) solicited responses ffom qualified audit firms in accordance
with Executive Order #122 to perform the audit of the annual financial statements and other services

for the New Jersey Trunsportation Trust Fund Authority (NITTFA) for the fiscal year 2017 and fiscal
year 2018.

The list of potential firms was solicited from the New Jersey Department of the Treasury; Division of
Purchase and Property.

The Committee disbursed seven requests for proposal (RFP) and received ane response. The
responding firm was:

1. Mercadien, P.C.
“The Committee members reviewed the response of the firm and determined the firm to be a qualified -
response. The response addressed all requirements of the RFP as established by the Comimittee and
management of the NITTFA

The firm submitted fees for the annual financial dudit as follows:

1. Mercadien, P.C., $15,000 for fiscal years 2017 and 2018,

PO Box 600 - Trenton, New Jersey DB625-0600 - (609) 530-2046



There are established fees for management advisory and consulting services in the responge for future
agreed upon procedures, it deemed necessary

The Committee herby recommends Mercadien. P.C., to the Audit Committee asa qualified candidate

to be the NJTTFA auditor for fiscal year 2017-and 2018, and potential recommendation to the board
of Directors of the NJTTFA. The Committee met on Tuesday, Au gust 15, 2017.

Respectfully submitted on behalf of the Evaluation Comimnittee,

PO Box 600 ~ Trenton, New Jersey 08625-0600 - (609) 530-2046
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NJ TRANSPORTATION TRUST FUND AUTHORITY

Members;

The Honorable Ford M. Scudder

The Honorable Rictiard T. Haninter, Chairman
Gregory Lalevee, Vice Chairman

Robert A. Bridnt, Ir.

Melson Ferreira.

August 22,2017

Report of the Audit Committee Meeting

Review of the Evaluation Committee Recommendation for Auditor

In Attendance;

Anthony Longo, Member
Joseph Bertoni, Member
Robert A. Briant, Jr., Member

The Audit Commitiee (the Commiittee) reviewed the recommendation for a qualified audit firnt in
accordance with Executive Order #122 to perform the audit of the annua} financial statements and
other services for the New Jersey Transportation Trust Fund Authority (NITTFA) for Fiscal Year
2017 and Fiscal Year 2018, renewable at.the option of the Authority for Fiscal Year 2019, as
submitted by the Evaluation Committee on August 15, 2017,

The list of potential firms was solicited from the New Jersey Department of the Treasury, Division of
Purchase and Property,

The Evaluation Committee disbursed seven requests for proposal (RFP) and received only one
response. The responding firm was Mercadien, P.C.

The Evaluation Commiittee members reviewed the response of the firm and determined the firm to be
a quaiified response. The response addressed all requirements of the RFP as established by the
Committee and management of the NJTTFA.

The firm submitted fees for the annual financial audit as follows: Mercadien, P.C., $15,000 for fiscal

years 2017 and 2018. There are established fees for management advisory and consulting services in
the response for future agreed upon procedures, if deemed necessary

PO Box 600 ~ Trenton, New Jersey 08625-0600 — (609} 530-2046



The Audit Committee herby recommends Mereadien, P.C., to the Board &s a qualified candidate to'be
the NJTTFA auditor for Fiscal Years 2017 and 2018 for approval by the Board of Directors of the
NJTTFA. The Committée met on Tuesday, August 22, 2017,

Respectfully submiited on behalf of the Audit Committee,

Robert A. Briant Ir., Member

PO Box 500 ~ Trenton, New lersey 08625-0600 - (609} 530:2046



