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INDEPENDENT AUDITOR'S REPORT

Board of Supervisors
Hudson-Essex-Passaic Soil Conservation District
Bloomfield, NJ 07003

Report on the Financial Statements
We have audited the accompanying financial statements of the Hudson-Essex-Passaic Soil Conservation
District, in the County of Essex, which comprise the statement of financial position as of June 30, 2015,
the related statement of activities and changes in net position and of cash flows for the year then ended,
and the related notes to the financial statements.
Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the basis of accounting prescribed by the New Jersey Department of Agriculture.
Management is also responsible for the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from material
misstatements, whether due to fraud or error.
Auditor's Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America, the audit requirements prescribed by the New Jersey Department of Agriculture, and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Hudson-Essex-Passaic Soil Conservation District, as of June 30, 2015 and 2014,
and the changes in its net position and its cash flows for the years then ended in conformity with the
financial reporting provisions of the New Jersey Department of Agriculture Financial Accounting
Manual.
Basis of Accounting
As described in Note 1 of the financial statements, the financial statements are prepared in conformity
with the financial reporting provisions of the New Jersey Department of Agriculture's Financial
Accounting Manual, which is a basis of accounting other than accounting principles generally accepted in
the United States of America. The effects on the financial statements of the variances between this
statutory basis of accounting and accounting principles generally accepted in the United States of
America, although not reasonably determinable, are presumed to be material.
Other Matters
Other Information
Our audit was conducted for the purpose of forming opinions on the financial statements as a whole. The
supplementary information listed in the foregoing table of contents is presented for the purposes of
additional analysis as required by the New Jersey Department of Agriculture Financial Accounting
Manual in accordance with those standards regarding the statement of budget versus actual expenditures
and is not a required part of the basic financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements themselves, and other additional procedures in accordance with auditing standards
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generally accepted in the United States of America and the audit requirements as prescribed by the New
Jersey Department of Agriculture Financial Accounting Manual. In our opinion, the information is fairly
stated, in all material respects, in relation to the basic financial statements as a whole.
The letter of comments and recommendations section has not been subject to the auditing procedures
applied in the audit of the basic financial statements, and accordingly, we do not express an opinion or
provide any assurance on it.

Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated January 22,
2016 on our consideration of the Hudson-Essex-Passaic Soil Conservation District's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the
Hudson-Essex-Passaic Soil Conservation District's internal control over financial reporting and
compliance.

-227
Thomas M. Ferry, C.P.A.
Registered Municipal Accountant
No. 497
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FERRAIOLI, WIELKOTZ, CERULLO & CUVA, P.A.
Certified Public Accountants
Newton, New Jersey
January 22, 2016
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Exhibit A
HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2015
Reserves
Unrestricted
Funds
ASSETS
Current Assets:
Cash and Cash Equivalents
State of New Jersey Cash Management Fund
Certificate of Deposits
Accounts Receivable
Total Current Assets

47,314

47,314

Chapter
251
Reserves

178,754
176
254,732
17,000
450,662

Various
Reserves

74,581

Construction in Progress
Total Property and Equipment
Net of Depreciation

47,314

450,662

74,581

Total

300,649
176
254,732
17,000
572,557

74,581

Property and Equipment:
Buildings and Land
Office Furniture and Equipment
Total Property and
Equipment
Less: Accumulated Depreciation

TOTAL ASSETS

Equipment
Fund

217,172
67,647

217,172
67,647

284,819
(165,807)
119,012

284,819
(165,807)
119,012

738,955

738,955

857,967

857,967

857,967

1,430,523

LIABILITIES, NET POSITION AND RESERVES
Current Liabilities:
Accounts Payable & Accrued Expenses
Performance Deposits Payable
RFA Payable To State of New Jersey
NJDA Chapter 251 Fees Payable
Total Current Liabilities

Net Position and Reserves:
Unrestricted Net Position
Reserve for Future Legal Cost
Reserve for Post-Retirement Medical
Reserve for Chapter 251
Reserve for Equipment
Total Net Position and Reserves
Total Liabilities, Reserves and Net
Position

6,711
25,550
5,100
3,125
40,486

6,711
25,550
5,100
3,125
40,486

47,314

410,176

74,581

857,967
857,967

47,314
23,816
50,765
410,176
857,967
1,390,038

47,314

450,662

74,581

857,967

1,430,523

47,314
23,816
50,765
410,176

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.
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Exhibit B
HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
STATEMENT OF ACTIVITIES AND CHANGES IN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2015

Unrestricted
Funds

Chapter
251

Support and Revenue:
Soil Erosion and Sediment
Control Act Fees
Stormwater Permitting
Exemption Income
Interest in Investments
Bonding Administrative Fee
Standards, Soil Surveys &
Other Income
Total Support and Revenue

Reserves
Various
Reserves

Equipment
Fund

Total

650,870
40,005
15,300
2,200
4,350

650,870
40,005
15,300
2,200
4,350

327
713,052

327
713,052

Expenditures:
Salaries and Wages
Employee Benefits
Cash-In-Lieu - Medical Benefits
Payroll Taxes
Pension Expense
Legal & Professional Fees
Repairs & Maintenance
Meetings & Conferences
Travel
Utilities
Telephone Expenses
Insurance
Dues, Licenses & Fees
Office, Postage & Miscellaneous
Charitable Contributions
Rent & Leasing
Other Expenses
Depreciation Expense
Total Expenditures

522,125

12,905

9,338
9,338

323,411
72,936
4,716
26,552
35,590
14,989
3,073
3,339
15,318
7,019
6,588
8,845
2,109
9,701
606
165
72
9,338
544,367

Excess (Deficiency) of Support and
Revenue Over Expenditures

190,927

(12,905)

(9,338)

168,684

645,638

52,709

Net Position, Beginning of Year as previously reported
Prior Period Adjustment:
Adjustment to Fixed Assets
Net Position, Beginning of Year as restated

323,411
66,215
4,716
26,552
35,590
8,806
3,073
3,339
15,318
7,019
6,588
8,845
2,109
9,701
606
165
72

47,314

6,184

478,108
(2,417)

47,314

Transfer of Net Position
Reserve for Future Legal Costs
Reserve for Post-Retirement !Vied
Purchase of Property and Equipment

Net Position, End of Year

6,721

645,638

52,709

(10,650)
(24,127)
(391,613)

10,650
24,127

410,176

74,581

47,314

475,692

(2,417)
1,221,353

391,613

857,967

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.
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1,223,770

1,390,038

Exhibit C
HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30 2015

CASH FLOWS FROM OPERATING ACTIVITIES;
Change in Net Position:
Adjustments to Reconcile Change in Net Position to
Net Cash Provided by Operating Activities:
Depreciation Expense

168,684

9,338

Changes in Operating Assets and Liabilities:
(Increase)/Decrease in Receivables
Increase/(Decrease) in Accounts Payable
Increase/(Decrease) in Performance Bond Payables
Increase/(Decrease) in RFA Payable to NJ
lncrease/(Decrease) in NJDA Chapter 251 Fees Payable

(2,350)
2,751
17,150
705
(150)

NET CASH PROVIDED BY OPERATING ACTIVITIES

196,128

CASH FLOWS FROM INVESTING ACTIVITIES
(Increase)/Decrease in Certificate of Deposits
Increase to Construction in Progress

(1,452)
(391,613)

NET CASH USED IN INVESTING ACTIVITIES

(393,065)

NET INCREASE IN CASH

(196,937)

CASH AT BEGINNING OF YEAR

497,586

CASH AT END OF YEAR

300,649

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.
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HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

Note 1. Organization Background Information
The Hudson-Essex-Passaic Soil Conservation District (the "Organization") provides for the conservation
of the soil and soil resources of Hudson County, Essex County and Passaic County, New Jersey. The
Hudson-Essex-Passaic Soil Conservation District is under the auspices of the New Jersey Department of
Agriculture. Each District is governed by a Board of Supervisors, which sets policies and performance
guidelines. The Districts work closely with the U.S.D.A. Natural Resources Conservation Service to
promote the wise use of soil and water resources. In 1976, the districts in New Jersey were mandated to
administer Chapter 251, the Soil Erosion and Sediment Control Act of 1975, the objective of which was to
prevent erosion and sedimentation from development sites, mitigate impacts to soil resources, and
enhance soil quality.

Note 2. Summary of Significant Accounting Principles
Each Soil Conservation District shall maintain an adequate accounting system to facilitate budgetary
control over District operations and to provide a basis for the preparation of accurate financial reports.
An adequate accounting system is a tool by which a District can plan, control and monitor its operating
performance and maintain accountability for its related assets and liabilities.
Accounting System
The accounting system of the Districts shall conform to generally accepted accounting principles, and
practices prescribed by the State of New Jersey, Department of Agriculture, State Soil Conservation
Committee.
Basis of Accounting
The financial statements of the District have been prepared in conformity with the financial reporting
provisions of the New Jersey Department of Agriculture's Financial Accounting Manual, which is a basis
of accounting other than accounting principles generally accepted in the United States of America.
The records of each Soil Conservation District shall be kept on the modified accrual basis of accounting.
Under the basis of accounting, revenues, other than Chapter 251, are recognized when earned and
expenditures, other than Chapter 251 related costs, are recorded when incurred. Chapter 251 revenue is
recorded when received; Chapter 251 costs are accrued when incurred.
Fund Accounting System
In accordance with the accounting policies by the State Soil Conservation Committee, Department of
Agriculture, State of New Jersey, the accounts of the District are organized on the basis of funds and
account groups, each of which is considered a separate accounting entity. The accounting on the basis of
funds is for internal record keeping purposes only.
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HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

Note 2. Summary of Significant Accounting Policies (continued)
Fund Accounting System (continued)
The funds are organized by various activities or program expenditures of the District. The District
currently uses one account. The largest and most active fund of the District is the Soil Erosion and
Sediment Control Act (Ch. 251) Expenditures Fund. Interest income derived from fee reserve balances
(Ch. 251) may be utilized by the District for implementing district education programs for applicants,
contractors, municipal officials and the public.
Income Taxes
The Organization is a special sub-division of the NJ Department of Agriculture; therefore, it is exempt
from both federal and state income tax.
Use of Estimates
The preparation of financial statements in confoiniity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.
Statement of Cash Flows and Cash Equivalents
The statement of cash flows was prepared under the indirect method, which includes adjustments of net
income for noncash items and changes during the period in operating current assets and liabilities. The
Organization considers all short-term debt securities purchased with an original maturity of three months
or less as cash equivalents.
Concentration of Credit Risk
The Organization did have cash deposits in excess of federally insured limits.
Accounts Receivable
Accounts receivable are reported on the statement of financial position without an allowance for doubtful
accounts.
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HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

Note 2.

Summary of Significant Accounting Policies (continued)

Depreciation
Depreciation is computed by using the straight-line and accelerated methods based on the estimated useful
lives listed below. Additions and better cents, which extend the useful lives of the respective assets are
charged to the asset accounts and are depreciated accordingly, while general repairs and maintenance are
expensed as incurred.
Year(s)
5-7
15 - 40

Office Furniture and Equipment
Building and Improvements

Contingencies
Certain conditions may exist as of the date the financial statements are issued, which may result in a loss to
the Organization, but which will only be resolved when one or more future events occur or fail to occur.
The Organization's management and its legal counsel assess such contingent liabilities, and such
assessment inherently involves an exercise of judgment. In assessing loss contingencies related to legal
proceedings that are pending against the Organization, or unasserted claims that may result in such
proceedings, the Organization's legal counsel evaluates the perceived merits of any legal proceedings or
unasserted claims as well as the perceived merits of the amounts or relief sought or expected to be sought
therein.
If the assessment of a contingency indicates that it is probable that a material loss has been incurred and
the amount of the liability can be estimated, the estimated liability would be accrued in the Organization's
financial statements. If the assessment indicates that a potentially material loss contingency is not
probable but is reasonably possible, or is probable but cannot be estimated, the nature of the contingent
liability, together with an estimate of the range of possible loss if determinable and material, would be
disclosed.
Loss contingencies considered remote are generally not disclosed unless they arise from guarantees, in
which case the guarantees would be disclosed.
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HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

Note 3. Fixed Assets
Fixed assets are carried at the lower of cost or fair market value. Fixed assets consist of the following as
of June 30, 2015.
Building, Improvements and Land
Office Furniture and Equipment

$217,172
67,647
284,819

Less: Accumulated Depreciation

(165,807)
119,012

Construction in Progress

738,955
$857,967

Depreciation charged to income for the year ended June 30, 2015 was $9,338.01.

Note 4. Investments
The current assets section of the Statement of Financial Position reflects investments in the State of New
Jersey Cash Management Fund and various certificates of deposit. All of these investments are stated at
cost.

Note 5. Pension
Description of System
Substantially all of the District's employees participate in the Public Employees' Retirement System
(PERS) contributory defined benefit public employee retirement system which has been established by
State statute. This system is sponsored and administered by the State of New Jersey. The Public
Employees' Retirement System is considered a cost sharing multiple-employer plan. According to the
State of New Jersey Administrative Code, all obligations of the system will be assumed by the State of
New Jersey should the system terminate.

10

HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

Note 5. Pension (continued)
Description of Systems, (continued)
Public Employees' Retirement System (PERS)
The Public Employees' Retirement System was established in January, 1955 under the provisions of
N.J.S.A. 43:15A to provide coverage including post-retirement health care to certain qualified members.
Membership is mandatory for substantially all full time employees of the State or any county,
municipality, school district or public agency provided the employee is not required to be a member of
another State-administered retirement system, Vesting occurs after 8-10 years of service and 25 years for
health care coverage. Members are eligible for retirement at age 60 with an annual benefit generally
determined to be 1/55th of the average annual compensation for the highest three fiscal years'
compensation for each year of membership during years of creditable service. Early retirement is available
to those under age 60 with 25 or more years of credited service. Members are always fully vested for their
own contributions and, after three years of service credit, become vested for 2% of related interest earned
on contributions. In case of death before retirement, members' beneficiaries are entitled to full interest
credited to the members' accounts.
Chapter 103, P.L. 2007 amended the early retirement reduction formula for members hired on or after July
1, 2007 and retiring with 25 years of service to be reduced by 1% for every year between age 55 and 60,
plus 3% for every year under age 55.
Chapter 89, P.L. 2008 increased the PERS eligibility age for unreduced benefits from age 60 to age 62 for
members hired on or after November 1, 2008; increased the minimum annual compensation required for
membership eligibility for new members. Also, it amended the early retirement reduction formula for
members hired on or after November 1, 2008 and retiring with 25 years of service to be reduced by 1% for
every year between age 55 and 62, plus 3% for every year under age 55.
Chapter 1, P.L. 2010, effective May 21, 2010, changed the membership eligibility criteria for new
members of PERS from the amount of compensation to the number of hours worked weekly. Also, it
returned the benefit multiplier for new members of PERS to 1/60 from 1/55, and it provided that new
members of PERS have the retirement allowance calculated using the average annual compensation for
the last five years of service instead of the last three years of service. New members of PERS will no
longer receive pension service credit from more than one employer. Pension service credit will be earned
for the highest paid position only. This law also closed the Prosecutors Part of the PERS to new members
and repealed the law for new members that provided a non-forfeitable right to receive a pension based on
the laws of the retirement system in place at the time 5 years of pension service credit is attained. The law
also requires the State to make its full pension contribution, defined as 1/7th of the required amount,
beginning in fiscal year 2012.
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HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

Note 5. Pension (continued)
Description of Systems, (continued)
Public Employees' Retirement System (PERS) (continued)
Chapter 3, P.L. 2010, effective May 21, 2010, replaced the accidental and ordinary disability retirement
for new members of PERS with disability insurance coverage similar to that provided by the State to
individuals enrolled in the State's Defined Contribution Retirement Program.
Chapter 78, P.L. 2011, provides that new members of PERS hired on or after June 28, 2011 (Tier 5
members) will need 30 years of .creditable service and age 65 for receipt of the early retirement benefit
without a reduction of 1/4 of 1% for each month that the member is under age 65. Tier 5 members will be
eligible for a service retirement benefit at age 65.
Contribution Requirements
The contribution policy is set by laws of the State of New Jersey and, in most retirement systems,
contributions are required by active members and contributing employers. Plan member and employer
contributions may be amended by State of New Jersey legislation. The pension funds provide for
employee contributions based on 6.92% for PERS. This contribution rate will increase by 0.14% each
year with the first payroll of July until a contribution rate of 7.5% is reached in July 2018. Employers are
required to contribute at an actuarially determined rate in all Funds except the SACT. The actuarially
determined employer contribution includes funding for normal contributions, accrued liability and
noncontributory death benefits in PERS.
The District's contributions to the PERS plan, equal to the required contribution, for each year, were as
follows:
Year ended June 30,
PERS
2015
$35,590
2014
24,676
2013
30,684

This retirement program is a new pension system where the value of the pension is based on the amount of
the contribution made by the employee, employer and through investment earnings. It is similar to a
Deferred Compensation Program where the employee has a portion of tax deferred salary placed into an
account that the employee manages through investment option provided by the employer The law requires
that three classes of employees enroll in the DCRP detailed as follows:
All elected officials taking office on or after July 1, 2007, except that a person who is reelected to an
elected office held prior to that date without a break in service may retain in the PERS.
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HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

Note 5. Pension (continued)
Defined Contribution Retirement Program, (continued)
Public Employees' Retirement System (PERS) (continued)
A Governor appointee with advice and consent of the Legislature or who serves at the pleasure of the
Governor only during that Governor's term of office.
Other employees commencing service after July 1, 2007, pursuant to an appointment by an elected official
or elected governing body which include the statutory untenured Chief Administrative Officer such as the
Business Administrator, County Administrator, or Municipal or County Manager, Department Heads,
Legal Counsel, Municipal or County Engineer, Municipal Prosecutor and the Municipal Court Judge.
Notwithstanding the foregoing requirements, other employees who hold a professional license or
certificate or meet other exceptions are permitted to join or remain in PERS.
Contributions made by employees for DCRP are currently at 5.5% of the base wages. Member
contributions are matched by a 3.0% employer contribution.
There were no employees eligible to be enrolled in the DCRP as of June 30, 2015.
Accounting and Financial Reporting for PERS - GASB No. 68
Public Employees' Retirement System (PERS)
GASB codification defines the financial statements of a governmental unit to be presented in the general
purpose financial statements to be in accordance with accounting standards generally accepted in the
United States of America (GAAP). The District presents the financial statements in accordance with the
New Jersey Department of Agriculture's Financial Accounting Manual. Therefore, GASB No. 68 is only
shown as a note disclosure and the District does not record the pension liability on pension expense.
At June 30, 2015, the District's proportionate share of the net pension liability was $808,289.00.
The net pension liability was measured as of June 30, 2014, and the total pension liability used to calculate
the net pension liability was determined by an actuarial valuation as of that date. The District's proportion,
of the net pension liability was based on a projection of the District's long-term share of contributions to
the pension plan relative to the projected contributions of all participating districts, actuarially determined.
At June 30, 2014, the District's proportion was 0.0043171546 percent, which was an increase of
0.0010422151 percent from its proportion measured as of June 30, 2013.
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HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

Note 5. Pension (continued)
Accounting and Financial Reporting for PERS - GASH No. 68
Public Employees' Retirement System (PERS) (continued)
For the year ended June 30, 2015, the District recognized pension expense of $72,486.00. At June 30,
2015, the District reported deferred outflows of resources and deferred inflows of resources related to
PERS from the following sources:
Deferred
Outflows of
Resources
Changes of assumptions
Net difference between projected and actual earnings
on pension plan investments
Changes in proportion and differences between District
contributions and proportionate share of contributions
District contributions subsequent to the measurement date

$25,417
48,170

38,532

$63,949

Total

Deferred
Inflows of
Resources

$48,170

The $38,532.00 reported as deferred outflows of resources related to pensions resulting from district
contributions subsequent to the measurement date (i.e. for the year ending June 30, 2015, the plan
measurement date is June 30, 2014) will be recognized as a reduction of the net pension liability in the
year ended June 30, 2016. Other amounts reported as deferred outflows of resources and deferred inflows
of resources related to pensions will be recognized in pension expense as follows:

Year ended June 30:
2016
2017
2018
2019
Thereafter

$(7,370.00)
(7,370.00)
(7,370.00)
4,672.00
2,056.00
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HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

Note 5. Pension (continued)
Additional Information
Public Employees' Retirement System (PERS) (continued)
Local Group Collective balances at June 30, 2013 and 2014 are as follows:
June 30, 2014

June 30, 2013

Collective deferred outflows of resources

$952,194,675

Not Available

Collective deferred inflows of resources

1,479,224,662

Not Available

18,722,735,003

19,111,986,911

0.0043171546%

0.0032749395%

Collective net pension liability

District's Proportion

Actuarial Assumptions
The total pension liability for the June 30, 2014 measurement date was determined by an actuarial
valuation as of July 1, 2013, which rolled forward to June 30, 2014. The total pension liability for the July
1, 2013 measurement date was determined by an actuarial valuation as of July 1, 2013. This actuarial
valuation used the following assumptions, applied to all periods in the measurement.
Inflation
Salary Increases:
2012-2021
Thereafter

2.15-4.40 Percent (based on age)
3.15-5.40 Percent (based on age)

Investment Rate of Return

7.90 Percent

3.01 Percent

The actuarial assumptions used in the June 30, 2013 valuation were based on the results of an actuarial
experience study for the period July 1, 2008 to June 30, 2011.
Mortality Rates
Mortality rates were based on the RP-2000 Combined Healthy Male and Female Mortality Tables
(setback one year for females) with adjustments for mortality improvements from the base year of 2012
based on Projection Scale AA.
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HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

Note 5. Pension (continued)
Long-Term Rate of Return
In accordance with State statute, the long-term expected rate of return on plan investments is determined
by the State Treasurer, after consultation with the Directors of the Division of Investments and Division of
Pensions and Benefits, the board of trustees and the actuaries. Best estimates of arithmetic real rates of
return for each major asset class included in PERS's target asset allocation as of June 30, 2014 are
summarized in the following table:

Asset Class
Cash
Core Bond
Intermediate Term Bonds
Mortgages
High Yield Bonds
Inflation Indexed Bonds
Broad U.S. Equities
Developed Foreign Markets
Emerging Market Equities
Private Equity
Hedge Funds/Absolute Returns
Real Estate (Property)
Commodities

Target
Allocation
6.00%
1.00%
11.20%
2.50%
5.50%
2.50%
25.90%
12.70%
6.50%
8.25%
12.25%
3.20%
2.50%
100.00%

Long-Terra
Expected Real
Rate of Return
0.80%
2.49%
2.26%
2.17%
4.82%
3.51%
8.22%
8.12%
9.91%
13.02%
4.92%
5.80%
5.35%

Discount Rate
The discount rate used to measure the total pension liability was 5.39% and 5.55% as of June 30, 2014 and
2013, respectively. This single blended discount rate was based on the long-term expected rate of return
on pension plan investments of 7.9%, and a municipal bond rate of 4.29% and 4.63% as of June 30, 2014
and 2013, respectively, based on the Bond Buyer Go 20-Bond Municipal Bond Index which includes
tax-exempt general obligation municipal bonds with an average rating of AAIAa or higher. The projection
of cash flows used to determine the discount rate assumed that contributions from plan members will be
made at the current member contribution rates and that contributions from employers will be made based
on the average of the last five years of contributions made in relation to the last five years of recommended
contributions. Based on those assumptions, the plan's fiduciary net position was projected to be available
to make projected future benefit payments of current plan members through 2033. Therefore, the
long-temmu expected rate of return on plan investments was applied to projected benefit payments through
2033, and the municipal bond rate was applied to projected benefit payments after that date in determining
the total pension liability.
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Note 5. Pension (continued)
Sensitivity of the Collective Net Pension Liability to Changes in the Discount Rate
The following presents the collective net pension liability of the participating employers as of June 30,
2014 respectively, calculated using the discount rate as disclosed above as well as what the collective net
pension liability would be if it was calculated using a discount rate that is I - percentage point lower or 1percentage-point higher than the current rate:

District's proportionate share of
the pension liability

1%
Decrease
4.39%

June 30, 2014
At Current
Discount Rate
5.39%

1%
Increase
6.39%

$1,016,856

$808,287

$633,147

Pension Plan Fiduciary Net Position
Detailed information about the pension plan's fiduciary net position is available in the separately issued
Financial Report for the State of New Jersey Public Employees Retirement System (PERS).

Note 6. Stormwater Permitting Program
The NJDEP maintains an application process, including the collection of fees. The NJDEP retains $100
per 5G3 permit. The remaining fees are apportioned to the SCDs and disbursements via electronic
transfers are made on a quarterly basis. The SSCC then invoices the SCDs quarterly for its share of
Stormwater Permit fees. The SCDs retain 70% of remaining fees and the SSCC receives 30%.

Note 7. Reserve for Future Soil Erosion and Sediment Control Act (Ch. 251) Expenditures
The Reserve for Future Soil Erosion and Sediment Control Act Expenditures is established to identify the
funds available for the costs of future expenditures on projects currently received and in progress, for
which fees under the act have been previously collected. All fees received shall remain with reserve
balance total. All fees collected from applicants are restricted to the Chapter 251 program and used only
for implementing that program.
The reserve balance includes the unexpended, initial
review/certification/inspection fees and supplemental fees received. At the option of the District Board
and pursuant to founal action by the District Board, interest income from reserve balances may be
utilized for the Ch. 251 program or for the District education program. Use of interest income is
authorized by N.J.A.C. 2:90-1.12 and pursuant to policy approval by the State Soil Conservation
Committee on September 13, 2007.
Reserve balance on June 30, 2015

$410,176
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Note 8. Post-Retirement Benefits
Though mandated to be enrolled in the New Jersey Public Employee Retirement System (PERS) for
retirement/pension benefits, HEPSCD is considered a "Local Government" agency and, as such, any
health benefits must be paid by the district proper.
In March of 2007 the HEPSCD Board of Supervisors adopted Chapter 88, P.L. 1974 of the PERS.
Chapter 88 affords district paid lifetime single health coverage to retired employees with 25 years of
service credited in the PERS system. It also provides for district reimbursement of Medicare Part B
premiums for eligible pensioners. In 2012, the district passed a resolution to adopt the provisions of
Chapter 48 (N.J.S.A. 52:14.17.38) to pay premium charges and to reimburse Part B Medicare premiums
for retired employees with 25 years or more of service credited in the New Jersey State Pension Plan and
with fifteen years of service to the District.
The District recognizes the obligation for this coverage on a pay-as-you-go basis. This policy is not in
accordance with accounting principles generally accepted in the United States of America. The District
currently has one retired employee receiving health insurance benefits. The total benefits paid for year
ended June 30, 2015 were $6,720.96.

Note 9. Accrued Sick Benefits
Employees of the District are entitled to paid vacation, paid sick days and personal days off, depending on
job classification, length of service, and other factors. The Organization's policy is to recognize the costs
of compensated absences when actually paid to employees. The District's policy regarding compensated
vacation absences and personal time is that all vacation and personal time must be used during the current
calendar year. There is no carryover of unused vacation and personal time. Compensated sick time may
be carried over to future years, however upon termination of employment with the district, unused sick
time is forfeited.

Note 10. Surety Bond Coverage
The following District personnel have surety bond coverage:
Personnel
Glen Van Olden
Fran Aguirre

Title

Amount

District Manager
District Secretary
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Note 11. Contingent Liabilities
The Hudson-Essex-Passaic Soil Conservation's Counsel advises us he is not aware of any litigation claims
or assessments pending or threatened against the Hudson-Essex-Passaic Soil Conservation that will have a
material effect on the financial statements, or the complaints have been referred to the insurance carrier.

Note 12. Subsequent Event
The District has evaluated subsequent events through January 22, 2016, the date which the financial
statements were available to be issued and no other items were noted for disclosure.
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SUPPLEMENTARY DATA
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ROSTER OF OFFICIALS
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DISTRICT GOVERNING BODY
Name

Title

Tartu Expires

Carl J. Quazza

District Chairman

6/30/2015

Matthew Ward

District Vice-Chairman

6/30/2016

John Sarnas

District Secretary - Treasurer

6/30/2018

Gray Russel

Supervisor

6/30/2017

Mario Tridente

Supervisor

6/30/2017

ADMINISTRATIVE OFFICIALS
Glen Van Olden

District Manager

Fran Aguirre

District Secretary
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Exhibit D
HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
STATEMENT OF BUDGET VERSUS ACTUAL EXPENDITURES
(CHAPTER 251 & EQUIPMENT FUND)
FOR THE YEAR ENDED JUNE 30, 2015

Expenditures:
Salaries and Wages
Employee Benefits
Cash-In-Lieu - Medical Benefits
Payroll Taxes
Pension Expense
Legal & Professional Fees
Repairs & Maintenance
Meetings & Conferences
Travel
Utilities
Telephone Expenses
Insurance
Dues, Licenses & Fees
Office, Postage & Miscellaneous
Charitable Contributions
Rent & Leasing
Other Expenses
Depreciation Expense

Budget

Actual

Variance

$ 356,006.02
76,603.28
4,688.76
47,938.63
26,000.00
13,800.00
7,559.08
3,420.00
15,962.67
7,816.61
6,589.17
10,784.00
2,109.00
24,290.92
710.00
179.88
71.07

$ 323,411.43
72,935.84
4,716.06
26,552.09
35,590.00
14,989.46
3,072,97
3,338,86
15,317.55
7,018.64
6,588.18
8,845.00
2,109.00
9,700.77
606.00
164.89
72.46
9,338.01
$ 544,367.21

$ 32,594.59
3,667.44
(27.30)
21,386,54
(9,590.00)
(1,189.46)
4,486.11
81.14
645.12
797.97
0.99
1,939.00
14,590.15
104.00
14.99
(1.39)
(9,338.01)
$ 60,161.88

$ 604,529.09
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
Board of Supervisors
Hudson-Essex-Passaic Soil Conservation District
Bloomfield, NJ 07003
We have audited, in accordance with auditing standards generally accepted in the United States of America;
audit requirements as prescribed by the New Jersey Department of Agriculture; and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States, the financial statements of the Hudson-Essex-Passaic Soil Conservation District in the
County of Essex as of and for the year ended June 30, 2015 and the related notes to the financial statements,
and have issued our report dated January 22, 2016. Our report disclosed that, as described in Note S to the
financial statements, the Hudson-Essex-Passaic Soil Conservation District excluded certain employee
benefit costs on the statement of financial position.
Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Hudson-Essex-Passaic
Soil Conservation District's internal control over financial reporting to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Hudson-Essex-Passaic Soil
Conservation District's internal control. Accordingly, we do not express an opinion on the effectiveness of
the Hudson-Essex-Passaic Soil Conservation District's internal control.
A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity's
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may

The Board of Supervisors
Hudson-Essex-Passaic Soil Conservation District
Page 2
exist that were not identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses. We
did identify certain deficiencies in internal control, described in the accompanying Schedule of Findings
and Questioned Costs, as 2015-01, that we consider to be a significant deficiency in internal control over
financial reporting.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Hudson-Essex-Passaic Soil Conservation
District's financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.
However, we noted certain matters that we have reported to the management of the Hudson-Essex-Passaic
Soil Conservation District in the accompanying comments and recommendations section of this report.

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the
Hudson-Essex-Passaic Soil Conservation District's internal control or on compliance. This report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the
Hudson-Essex-Passaic Soil Conservation District's internal controls and compliance. Accordingly, this
communication is not suitable for any other purpose.

homas M. Ferry, C.P.A.
Registered Municipal Accountant
No. 497
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FERRAIOLI, WIELKOTZ, CERULLO & CUVA, P.A.
Certified Public Accountants
Newton, New Jersey
January 22, 2016
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HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2015
Summary of Auditor's Results:
An unqualified opinion was issued on the Hudson-Essex-Passaic Soil Conservation District's
financial statements prepared in accordance with the basis of accounting prescribed by the New
Jersey Department of Agriculture.
The audit did disclose significant deficiencies in the internal controls of the District.
The District was not subject to the single audit provisions of Federal OMB Circular A-133 (the
"Circular") and State Circular 04-04 OMB for 2015 as grant expenditures were less than the single
audit thresholds identified in the Circulars.

Findings Relating to the Financial Statements which are required to be Reported in Accordance with
Generally Accepted Government Auditing Standards:
The audit did disclose findings required to be reported under. Generally Accepted Government Auditing
Standards, as follows:
Finding 2015-01:
Segregation of Duties
The District does not maintain an adequate segregation of duties within the Treasury
Department. Segregation of duties refers to separating those functions that place too much
control over a transaction or class of transactions that would enable a person to misappropriate
funds and prevent detection within a reasonable period of time. The District Secretary controls
disbursements of funds, has control of checks, has control of the signature stamp and reconciles
bank statements. This situation occurred because of the limited number of employees qualified
to perform other accounting functions. The District was made aware of this lack on internal
control and will consider strengthening Internal Control within reason of the costs and benefits
derived.
Findings and Questioned Costs for Federal Awards:
Not applicable
Findings and Questioned Costs for State Awards:
Not applicable
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HUDSON-ESSEX-PASSAIC SOIL CONSERVATION DISTRICT
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2015

The Hudson-Essex-Passaic Soil Conservation District's prior year finding regarding segregation of duties
has not been corrected and is included in the audit for year ended June 30, 2015.
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YEAR ENDED JUNE 30, 2015

GENERAL COMMENTS

New Jersey Soil Conservation Districts Accounting Manual adopted September 12, 2007
The accounting manual applicable to NJ Soil Conservation Districts changed some of the reporting and
accounting procedures to be used by the NJ Soil Conservation Districts. In addition, this manual outlines
certain internal controls and other procedures to be implemented by the Districts. Items a and b listed
below are procedures or requirements contained in the accounting manual with which the
Hudson-Essex-Passaic Soil Conservation District is not complying.
a. Segregation of Duties - The Hudson-Essex-Passaic Soil Conservation District does not maintain an
adequate segregation of duties within the Treasury Department Segregation of duties refers to
separating those functions that place too much control over a transaction or class of transactions that
would enable a person to misappropriate funds and prevent detection within a reasonable period of
time. The District Secretary controls disbursements of funds, has control of checks, has control of the
signature stamp and reconciles bank statements. This situation occurred because of the limited
number of employees qualified to perform other accounting functions. The District was made aware
of this lack on internal control and will consider strengthening Internal Control within reason of the
costs and benefits derived.
b. The accounting manual indicates that detailed records must be maintained for compensated absences
as compared to balances maintained
c. The District did not implement the requirements for certain employee post-retirement benefits.
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RECOMMENDATIONS:
1) That detailed records be maintained for compensated absences and that an accrued liability for
compensated absences be recorded in the general ledger.
2) That proper Segregation of Duties be maintained within the Treasury Department.
3) That the District adheres to the requirements of GASB No. 45, with regard to employee
post-retirement benefits.

STATUS OF PRIOR YEAR'S AUDIT FINDINGS/RECOMMENDATIONS

A review was performed on all prior year's recommendations and corrective action was taken on all,
except for the following:
1) That detailed records be maintained for compensated absences and that an accrued liability for
compensated absences be recorded in the general ledger.
2) That proper Segregation of Duties be maintained within the Treasury Department.
3) That the District adheres to the requirements of GASB No. 45 with regard to employee post-retirement
benefits
**********

The problems and weaknesses noted in our audit were not of such magnitude that they would affect our
ability to express an opinion on the financial statements taken as a whole.
Should any questions arise as to our comments or recommendations, or should you desire assistance in
implementing the recommendations, please do not hesitate to call us.
Very truly yours,

Thomas M. Ferry, C.P.A.
Registered Municipal Accountant
No. 497
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Ferraioli, Wielkotz, Cerullo & Cuva, P.A.
Certified Public Accountants
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