Our Mission:
The mission of the New Jersey Schools Development Authority (SDA) is to
create a more promising future for the children of New Jersey by
providing safe, healthy and sustainable schools that create a positive
learning environment and strengthen the community.
We will accomplish this by:
• Developing environmentally safe and sustainable schools
• Effectively managing the fiscal resources provided by New
Jersey’s taxpayers
• Involving children, teachers, parents, school districts and
communities in the development of schools
• Constructing schools that are multi‐functional to address the
needs of the entire community
• Incorporating design features and technology that enable
teachers to teach in the most effective ways
• Setting nationwide best practices for the development of schools

Vision Statement
SDA will be a nationally recognized source of best practices in facilitating
the design, development and construction of schools that support
academic success in partnership with the communities we serve.

On the cover: Students mark the groundbreaking for the Pemberton Township Early Childhood
Center project.
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About This Report
The 2009 Annual Report on the operations of the New Jersey Schools
Development Authority (SDA) is presented pursuant to the provisions of
Executive Order No. 37 (Corzine), issued on September 26, 2006. The report
provides a comprehensive overview of the SDA’s operations – highlighting
significant actions taken in 2009 – and discusses the Authority’s efforts to
contribute to the State’s economic growth.
Also included are the Authority’s 2009 financial statements and a discussion of
its internal financial controls.
The SDA operates under the Educational Facilities Construction and Financing
Act (EFCFA) of 2000 and subsequent August 2007 legislative amendments.
EFCFA authorized initial program funding of $8.6 billion. Authorized funding
was increased by $3.9 billion on July 9, 2008 with approval of P.L. 2008, c. 39.
Since its inception, the program has been authorized to expend up to $12.5
billion, comprising $8.9 billion for SDA Districts and $3.6 billion for Regular
Operating Districts (RODs). Of the ROD funding, $150 million is set aside for
vocational schools. Funding is provided through the issuance of bonds by the
New Jersey Economic Development Authority (EDA).
For more information, please refer to the SDA website at www.njsda.gov or the
most recent Biannual Report on the School Construction Program (for the
period April 1 through September 30, 2009). The Biannual Report can be found
at the following link: http://www.njsda.gov/RP/Biannual_Report/2009_2.PDF.

New Jersey Schools Development Authority
One West State Street
P.O. Box 991
Trenton, NJ 08625‐0991
609‐943‐5955
Website: www.njsda.gov
Email: schools@njsda.gov
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Message from CEO
May 5, 2010

The need for high‐quality modern schools for students in New
Jersey has not waned. Governor Chris Christieʹs nomination of
me to head the New Jersey Schools Development Authority
(SDA) reflects his administrationʹs commitment to providing
exemplary educational facilities for our future leaders. The
desired goal is to strengthen the school‐construction program,
delivering one that is as efficient as possible and accountable to
taxpayers for the investment of significant financial resources.
This report outlines the progress of the program during 2009. While strides have been
made, much work remains to be done. Since I joined the SDA team in March 2010, we
have begun work to identify efficiencies, propose fresh ideas to improve processes and
map out how best to move the program forward. Much like the projects it builds, the
SDA can only succeed with a solid foundation.
While we strive to deliver a model program, the core work of the SDA will continue:
building and improving educational facilities. We eagerly anticipate the opening of
several new facilities in fall 2010 and early 2011. We also hope to announce the award of
hundreds of millions of dollars in additional grant aid in the near future. This work will
create desperately needed jobs and assist school districts in need during this difficult
financial period. As we continue this important work, I look forward to the SDA
contributing to a brighter future for New Jersey.

Sincerely,

Marc Larkins
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received $1.725 million from a former property owner for remediation costs related to
the New Brunswick High School project. The total represents actual costs of remediating
the property as well as anticipated future costs for the cleanup and monitoring of the
site. The SDA continues to seek additional recoveries as well. Actions have been
initiated seeking a total of $3.2 million from responsible parties. The SDA has submitted
potential complaints totaling $5 million for the Attorney General’s consideration.
The SDA also pursues recoveries in cases of design errors and omissions. Its largest 2009
recovery for errors and omissions was a combined $6.5 million received from the project
architect and contractor on a Neptune elementary school project in which errors
contributed to development of mold. Also among SDA recoveries was $2.1 million from
architectural and engineering firms for costs to repair structural and design defects in an
elementary school construction project in Irvington. The SDA has initiated further
actions seeking an additional $8 million on other projects.
COST-RECOVERY ACTIONS
Recovered in 2009

Environmental

Design Error/Omission

$1,753,050

$11,400,000

Recovered overall

$2,194,354

$13,500,000

Recoveries pending final settlement to SDA

$8,154,276

$0

Additional recoveries being pursued

$3.2 million across 4 matters

$8 million across 10 matters

Design Review Process
Since the adoption of the SDA’s Capital Plan in July 2008, the SDA and DOE have
engaged in design reviews of projects to ensure that taxpayer dollars are most efficiently
used by designing appropriately sized schools that are consistent with the district’s
educational needs as well as current SDA design standards. The design review process
includes DOE’s review of educational programs and SDA’s review of designs to identify
opportunities for value management and cost efficiencies.
Through 2009, the design review process identified and implemented numerous design
changes in 19 projects, with millions of dollars in reduced construction costs anticipated
as a result. For example, a DOE review of projected enrollment for the new Phillipsburg
High School project determined that the planned capacity of the school could be
reduced. Subsequent redesign by the SDA eliminated approximately 50,000 square feet
of excess area. The design review process also led to the planned use of more cost‐
effective construction materials for the project.
The SDA’s review of the Elizabeth Academic High School project resulted in redesign of
the exterior wall and HVAC systems, providing improved performance at a lower cost
as well as a reduction in overall building area.
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Closeout of Open Projects
A multi‐divisional task force formed in January 2009 is working to close out a multitude
of projects, contracts and Department of Community Affairs permits that had remained
open over the past several years. The initiative created a formalized project closeout
procedure for Authority‐managed projects. The procedure provides for standardized,
consistent and timely transition of ownership of a school facilities project to the school
district upon substantial completion. Closeout of contracts and permits, in addition to
property transfer to the district where applicable, is tracked and memorialized through
final project completion (approximately one year after construction is finished). Full
project closeout occurs after school transfer and when all contracts associated with the
project have been completed. The process drastically reduces the financial liability faced
by the State as it decreases the inventory of buildings that should be under local school
district control.
This effort has yielded significant results. As of the end of 2009, 50 percent of the projects
eligible for transfer were transferred to the school districts. More than half of the
transferred projects were fully closed out.

Organizational Strategies and Initiatives
Streamlining Design
The SDA has determined that the use of standardized design principles would expedite
design, facilitate construction inspections and advance project delivery. As a result, the
Authority moved toward implementation of a “kit of parts” approach. A kit of parts
may include plans for a set of modules – cafeterias, gymnasiums, classrooms and labs,
for example – that can be arranged as needed to create a fairly standardized, yet still
site‐specific, school design. Adopting a streamlined design approach in specific aspects
of construction – cafeterias, gymnasiums, and science labs and/or media centers – will
expedite delivery of school projects. In 2009, the SDA identified and initiated design of
the first set of standardized components that will be used in future school facilities
projects. The SDA will work toward the creation of an architectural agreement using
such components in 2010.
The SDA also worked to develop a Toolkit that will be a prescriptive companion
document to the performance‐based 21st Century Schools Design Manual. The Toolkit
will provide solutions to common design problems, based on lessons learned and best
practices. In the future, updates to the Design Manual and Toolkit will be issued on a
three‐year cycle. Between updates, new SDA requirements, best practices and lessons
learned will be collected and issued as bulletins for immediate use in current projects.
The Toolkit will be issued in 2010.
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Building Energy‐Efficient and Environmentally Friendly Schools
SDA projects are designed to adhere to the LEED (Leadership in Energy and
Environmental Design) standards established by the U.S. Green Building Council
(USGBC). The SDA continues to design and build school facilities that meet certain
LEED‐related targets, including:
Energy Efficiency:
• Improved energy performance with a minimum improvement of 14 percent
for new construction.
Water Efficiency:
• Strategies that in aggregate use 20 percent less water than the water use
baseline.
Fundamental Refrigerant Management:
• Zero use of chlorofluorocarbon (CFC) based refrigerants in heating,
ventilation, air conditioning and refrigeration systems.
Indoor Air Quality:
• Establishing minimum indoor air quality performance to enhance air quality
in buildings in both mechanically and naturally ventilated spaces.
Acoustical Performance:
• Providing classrooms and other core areas with sufficient sound control to
achieve a maximum background noise level from sources such as heating,
ventilating and air conditioning and other adjacent external noise sources to a
maximum level of 40 decibels.

Improving Accountability
Project Charter Process
The Project Charter initiative was introduced in 2007 to require affirmative SDA Board
action to approve project budgets, establish project benchmarks at the outset and
establish teams to oversee a project. The initiative gave the Board additional tools to
provide oversight, but in 2009 was determined to need further enhancement.
Consequently, in July, the SDA introduced a new three‐step project charter process.
With planning, preliminary and final project charters in place, the process allows the
Board to review a project at three stages of its lifecycle. The process allows the Board to
ensure a project is proceeding as planned and approved.
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Audits/Compliance
The SDA is subject to review by various agencies to ensure that the Authority operates
in a cost‐effective, efficient and transparent manner that serves the taxpayers’ interest.
Various other agencies, as well as the SDA’s own Internal Audit Division (IAD), conduct
audits of the Authority’s operations and processes. The SDA works continuously to
ensure that the recommendations set forth in these reports are implemented. The SDA
Board’s Audit Committee receives updates on the status of these efforts every two
months. Since 2006, outside agencies and SDA’s IAD have completed 22 audits
comprising 216 recommendations. Of these, 206 recommendations, or 95 percent, have
been fully implemented. Of the completed recommendations, 91 were implemented in
2009. Sixteen (16) of the 22 reports were deemed closed because all recommendations
have been completed.
The SDA’s commitment to the efficient use of taxpayer dollars in the school construction
program involves ongoing cooperation with the Office of the Inspector General (OIG). A
2006 Memorandum of Understanding (MOU) remains in effect and governs the
relationship between the OIG and the Authority. Since their assignment in 2006, two
Assistant Inspectors General (AIGs) have been located at the Authority’s West State
Street offices. The AIGs review and investigate the Authority’s operations and processes
on an ongoing basis and have full and complete access to all SDA records. As necessary,
the AIGs conduct interviews and otherwise interface with entities doing business with
SDA, as well as with SDA staff.
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Management’s Report on Internal Financial Controls
Governance
Pursuant to P.L.2007, c.137, s.3 (N.J.S.A. 52:18A‐237) and Executive Order 122 (2004), the
New Jersey Schools Development Authority (the “Authority”) is required to undergo an
annual financial statement audit. The Authority’s 2009 financial statements have been
audited by Ernst & Young LLP, an independent accounting firm. In performing its audit,
Ernst & Young considered the Authority’s internal control structure in determining the
extent of audit procedures to be applied. In addition, Ernst & Young was given unrestricted
access to all financial records and related data of the Authority, including minutes of all
Board and Audit Committee meetings. Ernst & Young has issued an unqualified opinion on
the Authority’s 2009 financial statements, which audit report, dated March 26, 2010, is
presented on page 1 of the 2009 financial statements.
The Authority is responsible for both the accuracy of the financial data and the
completeness and fairness of its presentation, including all disclosures. The financial
statements are prepared in accordance with accounting principles generally accepted in the
United States. In preparing the financial statements, management makes informed
judgments and estimates as to the expected effects of events and transactions that are
currently being reported.
The Audit Committee assists the Board in fulfilling its oversight responsibilities for the
integrity and quality of the Authority’s financial statements, the financial reporting process,
the system of internal controls, the external auditor’s qualifications and independence, the
performance of the Authority’s internal audit function and external auditors, the audit
process and the Authority’s process for monitoring compliance with laws, regulations and
ethical requirements. The Audit Committee periodically meets with management, as well as
the SDA’s independent accountant and internal auditor. Both the independent accountant
and the internal auditor have unrestricted access to the Audit Committee. For a portion of at
least two meetings a year, the Audit Committee meets separately with the independent
accountant to discuss internal controls and other financial matters.
The Authority’s Corporate Governance and Compliance Division administers the
“Status of Audit Reports” and collects management responses to internal and external
audit findings, which report is disseminated and reviewed with the Audit Committee
bi‐monthly. In addition, the internal auditors review these responses as part of a risk
assessment to identify future audits. Management considers the internal and external
auditors’ recommendations concerning the Authority’s internal controls and takes
appropriate responsive action. Though corrective actions have been taken in response to
certain internal control deficiencies, further management action is required to
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appropriately address other internal control areas. Management views these kinds of
remedial actions as part of a long‐term continuous process to improve internal controls
and efficiencies.

Budgetary and Financial Controls
The Authority maintains a system of internal controls to provide reasonable assurance that
transactions are executed in accordance with management’s requirements and authority,
responsibilities are appropriately segregated, the financial statements are prepared in
accordance with accounting principles generally accepted in the United States, and the
assets of the Authority are properly safeguarded. Since internal controls are designed to
provide reasonable, but not absolute, assurance that these objectives are met, there are
inherent limitations in the effectiveness of any system of internal controls. The concept of
reasonable assurance generally recognizes that: (1) the cost of a control should not exceed
the benefits likely to be derived; and (2) the valuation of costs and benefits requires
estimates and judgments by management. These internal controls are subject to continuous
evaluation by the Authority’s management.

Budgetary Controls
The Authority maintains budgetary controls to ensure operating expenditures do not exceed
the annual level approved by the Board. An actual versus budget analysis of accounts is
performed monthly and the results are summarized and presented to the Audit Committee
in a monthly report. The Authority may also allocate a portion of its operating budget for
various internal capital projects such as expenditures for leasehold improvements, and the
acquisition of equipment, computer software, furniture and fixtures. The Authority’s
Capitalization & Depreciation policy prescribes when capitalization of an asset is appropriate.
In addition, the Authority develops and maintains comprehensive project budgets and
schedules for each of the school facilities projects that it manages. The Authority uses
Primavera software products to manage these project budgets and schedules. Project
budgets include all financial aspects of a project and are reviewed and revised monthly, as
necessary. The data obtained from regular monthly re‐forecasting sessions are used to track
the current and anticipated status of projects relative to their approved budgets; the results
are then summarized and presented to the Audit Committee in a monthly report.

Financial Controls
The Authority maintains financial controls through the use of an integrated accounting and
budgeting system which enables it to access, analyze and report financial data. Furthermore,
the Authority uses financial reporting software to: (1) efficiently and effectively manage its
internal financial operations by automating various financial reporting processes; (2)
identify financial trends; and (3) generate accurate and timely financial data. These
capabilities are continuously improved to meet new information needs.
To ensure the adequacy of the Authority’s internal controls, policies and procedures are
issued and periodically updated. These policies and procedures include a Code of Ethics to
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foster a strong ethical climate, and are communicated to the Authority’s employees as
deemed appropriate. The Authority has established a Policy Committee, comprising
executives and senior management, which is responsible for developing, reviewing and
disseminating the Authority’s policies and procedures. These policies and procedures
provide a system of internal controls and accountability which is designed to safeguard the
Authority’s assets. The Authority’s internal auditors periodically review the Authority’s
adherence to internal control policies and procedures.
The Authority has issued an Operating Authority policy approved by the Board that
designates those persons who are required (either generally or in specific transactions) to
approve contracts and/or to execute documents legally binding on the Authority, or to sign
checks and approve disbursements on behalf of the Authority. Several other policies and
procedures (or other analogous documents, including, but not limited to: policy notices,
bulletins, standard operating procedures, etc.) have been implemented in the areas of
accounting, accounts payable, procurement and project management.

Audits of Projects Exceeding $10 Million
The program’s new funding legislation (P.L. 2008, c. 39) directs the SDA, in consultation
with the State Comptroller, “to cause an audit to be conducted of any school facilities
project that has a State share that exceeds $10 million.”
During 2009, the Authority’s Internal Audit staff, in consultation with the State
Comptroller, finalized a comprehensive audit program that will be used to audit school
facilities projects subject to the statutory audit directive.
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Certifications Pursuant to Section 22c of Executive Order 37
I certify that, to the best of my knowledge, the financial information provided to the
Authority’s independent auditors in connection with their audit of the 2009 financial
statements is accurate, and that such information fairly presents the financial condition
and operational results of the Authority as of December 31, 2009 and for the year then
ended.

Donald Guarriello, Jr.
Chief Financial Officer

I certify that, to the best of my knowledge, the financial information provided to the
Authority’s independent auditors in connection with their audit of the 2009 financial
statements is accurate, and that such information fairly presents the financial condition
and operational results of the Authority as of December 31, 2009 and for the year then
ended.

Thomas DiGangi
Acting Vice President, Chief Operating Officer

I certify that, to the best of my knowledge, the financial information provided to the
Authority’s independent auditors in connection with their audit of the 2009 financial
statements is accurate, and that such information fairly presents the financial condition
and operational results of the Authority as of December 31, 2009 and for the year then
ended.

Jane F. Kelly
Vice President, Corporate Governance and Compliance

2009 Annual Report
New Jersey Schools Development Authority

Page 19

Certifications Pursuant to Section 2 of Executive Order 37
In accordance with Executive Order 37 issued by Governor Jon S. Corzine on September
26, 2006, please find enclosed the New Jersey Schools Development Authority’s (the
“Authority”) 2009 comprehensive report of Authority operations (the “2009 Annual
Report”). This report highlights the significant actions of the Authority for the year
ending December 31, 2009, including the degree of success the SDA had in promoting
the State’s economic growth strategies and other policies during the year.
The report of independent auditors, issued by Ernst and Young LLP on March 26, 2010,
is included within the financial statements section of the 2009 Annual Report. The
completion of the audit report fulfills the Authority’s requirements under Executive
Order 37 and the audit requirements of Executive Order 122 (2004).

Executive Order 37 Section 2 Certifications:
I, Thomas DiGangi, certify that, from January 1, 2009, to December 31, 2009, the
Authority has, to the best of my knowledge, followed all of its standards, procedures
and internal controls.

Thomas DiGangi
Acting Vice President, Chief Operating Officer

I, Jane F. Kelly, certify that, from January 1, 2009, to December 31, 2009, the Authority
has, to the best of my knowledge, followed all of its standards, procedures and internal
controls.

Jane F. Kelly
Vice President, Corporate Governance and Compliance
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Executive Staff and Authority Information
Marc D. Larkins, Chief Executive Officer
Jason E. Ballard, Chief of Staff
Thomas J. DiGangi Jr., Acting Vice President and Chief Operating Officer
Donald R. Guarriello Jr., Vice President, Chief Financial Officer
Jane F. Kelly, Vice President, Corporate Governance & Compliance
Andrew D. Yosha, Vice President, Program Management & Planning

Schools Development Authority Offices
Headquarters
1 West State Street
Trenton, NJ 08625‐0991
609.943.5955
Trenton Regional Office
32 East Front Street
Trenton, NJ 08625‐0991
609.292.5788
Northern Regional Office
375 McCarter Highway
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Website: www.njsda.gov
Email Address: schools@njsda.gov
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