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RESOLUTION 

WHEREAS, NJ TRANSIT is purchasing transit and 
suburban buses from NABI; and 

WHEREAS, Handelsbanken has expressed an 
interest in closing on $50 million of buses in calendar 2008; 
and 

WHEREAS, NJ TRANSIT has entered into a Swedish 
cross-border leases with Handelsbanken for Multilevel 
railcars; and 

WHEREAS, Handelsbanken has confirmed it is willing 
to lease the buses under the same documentation; and 

WHEREAS, NJ TRANSIT is receiving additional 
Bombardier Multilevel railcars under Options 'A' through 'HI; 
and 

WHEREAS, Handelsbanken and Societe Generale 
have both expressed interest in cross-border leasing the 
option Multilevel railcars; 

WHEREAS, NJ TRANSIT wishes to consider other 
lessors for the multi-level cars if economically compelling; 
and 

WHEREAS, the firm of Gibbons Del Deo will act as 
special counsel; 

NOW, THEREFORE, BE IT RESOLVED that staff is 
authorized to enter into negotiations with Handelsbanken for 
a Swedish cross-border lease on up to $50 million of NAB1 
transit and suburban buses and with Handelsbanken or 
Societe Generale or other lessors acceptable to the Chief 
Financial Officer on Bombardier Multilevel railcars and 
authorizes the Chairman, Executive Director, the Chief 
Financial Officer and Treasurer, the Secretary or their 
designees to take all actions necessary to close the lease 
including the payment of all legal and other fees as well as 
up to $250,000 to indemnify other parties should the 
transaction fail to close. 
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LTEM 0803-20: BOMBARDIER CONTRACT TO MODIFY EIGHT MULTILEVEL 
RAILCARS 

BENEFITS 

NJ TRANSIT'S contract with Bombardier, Inc. to perform modifications on eight 
Multilevel rail cars, originally purchased by NJ TRANSIT and then sold to Atlantic City 
Express Service, LLC for its use in the New York - Atlantic City Demonstration Rail 
Service, will protect the warranties on these cars and facilitate the timely 
commencement of the demonstration rail service, thereby promoting economic 
development in South Jersey. NJ TRANSIT's costs of this contract with Bombardier, 
Inc. will be fully funded by Atlantic City Express Servike, LLC. 

PURPOSE 

On December 14, 2006, NJ TRANSIT entered into an agreement with Atlantic City 
Express Service, LLC and the Casino Reinvestment Development Authority to initiate a 
three-year demonstration express rail service on weekends only between Atlantic City, 
New Jersey, and Penn Station New York, with an additional stop in New Jersey. 

To operate this service, Atlantic City Express Service, LLC., purchased from NJ 
TRANSIT eight Multilevel cars manufactured by Bombardier, Inc. As part of the 
agreement with NJ TRANSIT, Atlantic City Express Service, LLC, owns the cars and is 
responsible for the cost of any modifications to these eight cars to make them better 
suited for this demonstration service. 

It is in the interest of all parties that Bombardier, Inc., the original manufacturer of these 
cars, performs the necessary modifications. This will ensure timely completion of such 
modifications as well as ensure quality workmanship and preserve warranty protection 
for the cars. 

ACTION (Justification: Business Efficiencies) 

Staff seeks authorization to enter into a procurement-by-exception with Bombardier, Inc. 
to perform modifications on eight railcars purchased by Atlantic City Express Service, 
LLC, to be used on the New York-Atlantic City Demonstration Rail Service, for an 
amount not to exceed $1.54 million plus five percent for contingencies and to amend NJ 
TRANSIT'S existing agreement with Atlantic City Express Service, LLC to provide for 
the reimbursement by Atlantic City Express Service, LLC of NJ TRANSIT'S costs 
associated with the modification work. 

This item has been reviewed and recommended by the Board Capital Planning Policy 
and Privatization Committee. 

FISCAL IMPACTS 

Requested Authorization: $1.54 million + 5% contingency 

Total Project Cost: NIA 
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Projected Date of Completion: Spring 2008 

Anticipated Source of Funds: Atlantic City Express Service, LLC 

RelatedlFuture Authorization: None 

Diversity Goal: Transit Vehicle Manufacturing 

Impacts on Subsequent 
Operating Budgets: None 
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RESOLUTION 

WHEREAS, on December 14, 2006, Atlantic City 
Express Service, LLC, the Casino Reinvestment 
Development Authority and NJ TRANSIT entered into an 
agreement for a three-year demonstration rail service 
between Penn Station New York and Atlantic City, New 
Jersey; and 

WHEREAS, the agreement outlined the Parties' 
respective responsibilities for the demonstration rail service, 
including, but not limited to, provision of property, facilities 
and equipment used in the demonstration rail service, costs 
of other services to be provided by NJ TRANSIT, payment 
schedules, assignment of liability, and insurance coverage; 
and 

WHEREAS, to operate this service Atlantic City 
Express Service, LLC., purchased from NJ TRANSIT eight 
Multilevel cars manufactured by Bombardier, Inc. As part of 
the agreement with NJ TRANSIT, Atlantic City Express 
Service, LLC, owns the cars and is responsible for the cost 
of any modifications to these eight cars to make them better 
suited for this demonstration service; and 

WHEREAS, Atlantic City Express Service, LLC 
desires to modify these Multilevel cars to make them 
appropriate for its services; and 

WHEREAS, NJ TRANSIT and Atlantic City Express 
Service, LLC have agreed that it is in the interest of both 
parties to have NJ TRANSIT contract directly with 
Bombardier, the original manufacturer for this modification 
work, and Atlantic City Express Service, LLC has agreed to 
pay all of NJ TRANSIT'S costs pursuant to its contract with 
Bombardier; and 

WHEREAS, this procurement action is being 
processed in accordance with the provisions of Executive 
Order No. 37; 

NOW, THEREFORE, BE IT RESOLVED that the 
Chairman or Executive Director is authorized to enter into a 
procurement-by-exception contract with Bombardier, Inc. to 
perform modifications on eight railcars purchased by Atlantic 
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City Express Service, LLC, to be used on the New York- 
Atlantic City Demonstration Rail Service, for an amount not 
to exceed $1.54 million plus five percent for contingencies 
subject to the availability of funds; and 

BE IT FURTHER RESOLVED that the Chairman or 
Executive Director is authorized to amend NJ TRANSIT'S 
existing agreement with Atlantic City Express Service, LLC 
to provide for the reimbursement by Atlantic City Express 
Service, LLC of NJ TRANSIT'S costs associated with the 
modification work. 
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( CONSENT CALENDAR ( 
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ITEM 0803-21: ADOPTION OF THE PROPOSED AUDIT COMMITTEE CHARTER 

BENEFITS 

Since the inception of NJ TRANSIT, the NJ TRANSIT Audit Committee has been 
operating and effectively carrying out its responsibilities as a fundamental oversight 
component of the financial reporting and the internal and external audit process. Over 
the last seven years, the internal audit function of NJ TRANSIT has identified over $10 
million in cost savings based on its audits. 

The adoption of the Audit Committee Charter (Charte~) will allow the NJ TRANSIT Audit 
Committee to implement "best practices" by formalizing its activities, including: purpose, 
composition, roles and responsibilities, and authority. A comprehensive Charter 
enhances the effectiveness of the Audit Committee by serving as a road map for 
Committee members. This will allow the Committee to more effectively discharge its 
duties in accordance with Executive Order #I22 (2004). Currently, there is no formal 
Audit Committee Charter for the NJ TRANSIT Audit Committee. 

Public authorities, agencies and commissions of the State of New Jersey oversee 
billions of dollars in public funds. The independent auditing process is fundamental to 
the ability of those state authorities to oversee the public funds, to set appropriate 
financial policies, to ensure that management maintains effective internal controls and 
to ensure that financial statements are free from material misstatements. Boards of 
directors, management, internal auditors, and independent auditors each have an 
important role in the agency financial reporting and audit processes. Management is 
responsible for the financial reporting process and internal controls, Internal auditors 
are responsible for assessing whether internal controls established by management are 
functioning and effective. Independent auditors are responsible for publicly attesting to 
the fairness of financial statements, evaluating the effectiveness of internal controls 
and, through the issuance of management letters, making comments and 
recommendations which, when implemented, may improve the design or operation of 
internal control systems. An audit committee is a fundamental component of an 
effective financial reporting and audit process, responsible for overseeing the other 
participants in the process, for proactively ensuring the quality and integrity of the 
authority's financial reports, and for reporting any audit findings and recommendations 
to the Board of Directors for appropriate corrective action. 

PURPOSE 

The proposed Charter will assist the NJ TRANSIT Board of Directors in fulfilling its 
oversight responsibilities for: (1) the integrity and quality of NJ TRANSIT'S financial 
statements, (2 )  NJ TRANSIT'S compliance with legal, regulatory, and ethical 
requirements, (3) the independent auditor's performance and ability to perform, and (4) 
the performance of the NJ TRANSIT'S internal audit function. In addition to the Charter, 
the Audit Committee operates in accordance with the requirements of Executive Order 
#I 22 (2004). 
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A strong written Charter is a "best practice" that specifies: purpose, authority, 
composition, meetings, and responsibilities. Specific responsibilities noted include: 
financial statements, internal control, internal audit, external audit, compliance, 
reporting, and other responsibilities. 

ACTION (Justification: Business Efficiencies) 

Authorization to adopt the Audit Committee Charter for NJ TRANSIT (Exhibit A 
attached). 

This item has been reviewed and recommended by the Board Administration 
Committee. 

FISCAL IMPACTS 

Requested Authorization: Adopt the proposed Audit Committee Charter 

Total Project Cost: NIA 

Projected Date of Completion: NIA 

Anticipated Source of Funds: NIA. 

Diversity Goal: NIA - (No goods or services to be procured.) 

RelatedIFuture Authorizations: NIA 

Impacts on Subsequent 
Operating Budgets: NIA 
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RESOLUTION 

WHEREAS, the adoption of the Audit Committee 
Charter will allow the NJ TRANSIT Audit Committee to 
implement "best practices" by formalizing its purpose, 
composition, roles and responsibilities, and authority; and 

WHEREAS, a comprehensive Charter enhances the 
effectiveness of the Audit Committee by serving as a road 
map for Committee members; and 

WHEREAS, a comprehensive Charter will allow the 
Committee to more effectively discharge its duties in 
accordance with Executive Order #I 22 (2004); and 

WHEREAS, there is currently no formal Charter for the 
NJ TRANSIT Audit Committee; 

NOW, THEREFORE, BE IT RESOLVED that the Board 
adopt the Audit Committee Charter attached as Exhibit A. 
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M TRANSIT 
The Way To Go. 

EXHIBIT A 
AUDIT COMMITTEE CHARTER 

I. PURPOSE 
To assist the NJ TRANSIT Board of Directors (Board) in fulfilling its oversight responsibilities for 
(I) the integrity and quality of NJ TRANSIT'S financial statements, (2) NJ TRANSIT'S compliance 
with legal, regulatory, and ethical requirements, (3) the independent auditor's performance and 
ability to perform, and (4) the performance of NJ TRANSIT'S internal audit and intemal control 
functions. In addition to this Charter, the Audit Committee (Committee) operates in accordance 
with the requirements of Executive Order #I 22 (2004). 

11. AUTHORITY 
The Audit Committee has authority to conduct or authorize investigations into any matters within 
its scope of responsibility. It is empowered to: 

a. Oversee the activities of the NJ TRANSIT Internal Audit Department by reviewing planned 
scope of internal audit reviews; adequacy of staffing; actions to be taken as a result of 
internal audit findings; the adequacy of compliance with NJ TRANSIT'S Code of Ethics; the 
effectiveness of information technology procedures and controls and related security 
programs. The Auditor General reports directly to the Committee. 

b. Appoint and oversee the work of any independent auditor firm employed. This firm will 
report directly to the Committee. 

c. Resolve any disagreements between management and the independent auditor regarding 
financial reporting. 

d. Approve all auditing and non-audit services. 

e. Retain accountants or others to advise the Committee or assist in the conduct of an 
investigation. 

f .  Seek any relevant information it requires from employees (all of whom are directed to 
cooperate with the Committee's requests) or external parties. 

g. Meet with Agency officers, internal auditors, independent auditors, or legal counsel, as 
necessary. 

h. Recommend policies with respect to risk assessment and risk management. 

Ill. COMPOSITION 
The Committee will consist of three members of the Board. At least one member shall be a 
"financial expert," as defined by Executive Order #122. The Chair of the Board will appoint 
Committee members and the Committee chair. All Committee members shall be deemed 
independent if they meet the requirements of Executive Order #122. In addition, all Committee 
members should have knowledge of NJ TRANSIT functions, and sufficient time to accomplish the 
responsibilities of the Committee. 
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M TRANSIT 
The Way To Go. 

EXHIBIT A 
AUDIT COMMITTEE CHARTER 

IV. MEETINGS 
The Committee will meet at least four times a year with authority to convene additional meetings, 
as circumstances require. All Committee members are expected to attend each meeting, in 
person or via tele- or video-conference. The Committee will invite members of management, 
auditors and others to attend meetings and provide pertinent information, as necessary. It will 
meet separately, periodically, with management, with internal auditors and with independent 
auditors. Meeting agendas will be prepared and provided in advance to members, along with 
appropriate briefing materials. Minutes will be prepared. Additional meetings may be held upon 
the request of a Committee member, a Board member, or the independent or internal auditor. 

V. RESPONSIBILITIES 
The Committee will carry out the following responsibilities: 

a. Financial Statements 

1. Review significant accounting and reporting issues, including complex or unusual 
transactions and highly judgmental areas, and recent professional and regulatory 
pronouncements, and understand their impact on the financial statements. 

2. Review with management and independent auditors results of the audit, including any 
difficulties encountered. 

3. Review annual financial statements and consider whether they are complete, consistent 
with information known to Committee members, and reflect appropriate accounting 
principles. 

4. Review other sections of the annual report and related regulatory filings before release 
and consider the accuracy and completeness of the information. 

5. Review with management, independent auditor and intemal auditor all matters required 
to be communicated to the Committee under Generally Accepted Government Auditing 
Standards (GAGAS) and/or Generally Accepted Auditing Standards (GAAS). 

6. Understand how management develops interim financial information, and the nature and 
extent of internal and independent auditor involvement. 

7. Review interim financial reports with management and the independent auditors before 
issuance, and consider whether they are complete and consistent with the information 
known to Committee members. 

8. Review the annual management letter with the independent auditor and internal auditor. 
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hlJ TRANSIT 
The Way To Go. 

3 9 ' 2 1 4  

EXHIBIT A 
AUDIT COMMITTEE CHARTER 

b. lnternal Control 

1. Consider the effectiveness of NJ TRANSIT'S internal control system, including 
information technology security and control. 

2. Understand the scope of internal and independent auditors' review of internal control 
over financial reporting, and obtain reports on significant findings and recommendations, 
together with management's responses. 

c. lnternal Audit 

1. Review with management and the Auditor General the charter, activities, staffing, and 
organizational structure of internal audit activity. 

2. Have final authority to review and approve the annual audit plan and all major changes 
to the plan. 

3. Ensure there are no unjustified restrictions or limitations on access to information or 
scope of audit work. 

4. Review and concur in the appointment, replacement, or dismissal by the Board of the 
Auditor General. 

5. At least once per year, review the performance of the Auditor General and concur with 
the annual compensation and salary adjustment. 

6. Review the effectiveness of internal audit activity, including compliance with The Institute 
of lnternal Auditors' International Standards for the Professional Practice of lnternal 
Auditing and the Generally Accepted Government Auditing Standards (GAGAS), issued 
by the Comptroller General of the United States. 

7. On a regular basis, meet separately with the Auditor General to discuss any matters that 
the Committee or internal audit believes should be discussed privately. 

d. External Audit 

1. The Audit Committee shall assist the Board in selecting an independent auditor as 
outlined in Executive Order #122. 

2. Review the performance of independent auditors and evaluate audit fees. 

3. Review and approve independent auditors' proposed audit scope and approach and 
non-audit engagements, including coordination of audit effort with internal audit. 

4. Review and confirm the independence of independent auditors by obtaining statements 
from auditors on relationships between auditors and the Agency, including non-audit 
services, and discussing the relationships with the auditors. 

5. At least twice each year, meet privately with independent auditors to discuss any matters 
that the Committee or auditors believe should be discussed privately. . One of these 
meetings shall be held prior to commencement of the audit and the other upon issuance 
of the final audit report. Additional meetings may be held upon the request of a 
Committee member, a Board member, or the independent auditor and may include such 
staff members as the Committee deems necessary. 
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M TRANSIT 
The Way To Go.  

EXHIBIT A 
AUDIT COMMITTEE CHARTER 

6. Regularly review with the independent auditor any audit problems, any risks of material 
statements due to fraud and difficulties with management's response (including 
restrictions or attempts to restrict the auditor's activities, restrictions on access to 
information, and significant disagreements with management) and responsibilities, 
budget, and staffing of NJ TRANSIT'S internal audit and control functions. 

7 .  At least once every three years, obtain and review a report of the independent auditor 
describing for the preceding year: (1) the independent auditor's internal quality control 
procedures; (2) material issues raised by the most recent intemal quality control peer 
review, or by reviews conducted by government or professional authorities; and (3) steps 
taken by the independent auditor to address such issues. 

e. Compliance 

1. Review the effectiveness of the system for monitoring compliance with laws and 
regulations and the results of management's investigation and follow-up (including 
disciplinary action) of any instances of noncompliance. 

2. Review findings of any examinations by outside agencies, and any auditor observations. 

3. Review the process for communicating key policies to Agency personnel, and for 
monitoring compliance therewith. 

4. Obtain regular updates from management and legal counsel regarding compliance 
matters. 

f. Reportinq Responsibilities 

1. Regularly report to the Board about Committee activities, issues, and related 
recommendations. 

2. Provide an open avenue of communication between internal audit, the independent 
auditors, and the Board. 

3. Review any other reports the Agency issues that relate to Committee responsibilities. 

Other Responsibilities 

1. Perform other activities related to this Charter as requested by the Board of Directors 

2. Institute and oversee special investigations as needed, including seeking legal advice 
from the legal counsel. 

3. Review and assess the adequacy of the Charter annually, requesting Board approval for 
proposed changes. 

4. Confirm annually that all responsibilities outlined in this Charter have been carried out. 

5. Evaluate the Committee's and individual members' performance on a regular basis. 

6. Coordinate, as appropriate, with other NJ State departments, e.g., State Controller, 
State Auditor, etc. 




