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- of the Warren County (Pequest River)
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Belvidere, NJ

Dear Authority Members:

The annual financial report of the Warren County (Pequest River) Municipal Utilities Authority (The
“Authority”) for the years-ended December'31, 2009 and 2008, is hereby submitted. Responsibility for both
the accuracy of the data and compieteness and faimess of the presentation, including all disclosures, rests
with the management of the Authority. To the best of our knowledge and belief, the data presented in this
report is accurate in all material respects and is reported in a manner designed to present fairly the financial
position and results of operations.of the various funds of the Authority. All disclosures necessary to enable
the reader to gain an understanding of the Authority's financial activities have been included.

The annual financial report is presented in four sections: introductory, financial, single audit and comments
and recommendations. The introductory section includes this transmittal letter; the  Authority's .
. organizational chart and a list of principal officials. The financial section includes the financial statements as
well -as the auditors' report thereon. The Authority is required to undergo an annual single audit, where
applicable, in conformity with the provisions of the Single Audit Act Amendments of 1996 and the U.S.
Office of Management and Budget Circular A-133; Audits of States, Local Governments and Nonprofit
Organizations, and New Jersey’s OMB Circular NJOMB: 04-04, Single Audit Policy for Recipients of
Federal Grants, State Grants and State Aid. Information related to this single audit, including the auditors'
report on the internal control structure and compliance with applicable laws and regulations and ﬁndmgs and
recommendations, are included in the single audit section of this report.

REPORTING ENTITY AND ITS SERVICES:

The Warren County (Pequest River) Mumcrpal Utilities Authority is a public body corporate and polmc of
the State of New Jersey governed by nine members appointed by the Warren County Board of Chosen
Freeholders.

The Authority was created in 1969 and reorganized in 1978 under and pursuant to the State Municipal
Utilities Authorities Law (P.L. 1957, Chap. 183).

The Warren County (Pequest. River) Municipal Utilities Authority was created to provide for the acquisition,

construction, maintenance, operation and improvement of facilities for the collection, treatment, purification

" or disposal of sewage or other wastes for the purpose of relieving waters of pollutioh within the Authority's

area of service. The Authority is authorized to impose waters of and-to collect service charges for connection

“with, and for use of, the Aut.honty services.and products The Authonty bills the customers for such usage
. under their respectlve service contracts.

As a public body under ex1sting statute, the Auithority is exempt from both federal and state taxes.

Y
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REPORTING ENTITY AND ITS SERVICES: (Cont’d)

Governmental Accounting Standards Board Codification Section 2100, “Defining the Financial Reporting
Entity" establishes standards to determine whether a governmental component unit should be included in the
financial reporting entity. - The basic criterion for inclusion or exclusion from the financial reporting entity is
the exercise of oversight responsibility over agencies, boards and commissions. by the primary government.
The exercise of oversight responsibility includes financial interdependency, selection of governing authority,
designation of management, ability to- significantly influence operat1ons and accountability for fiscal
matters.

Although the Freecholders of Warren County initially appoint the governing members of the Authority and
the County has secured the payment of the Authority's bonds, the Authority is autonomous from the County
in all other pertinent matters concerning oversight responsibility. ~Accordingly, the Authority is not
considered a component unit of the County of Warren.

General Trends and Significant Events
During 2009, the Authority experienced the following;

o Both sewer plants operated for the entire year without any major breakdowns or violations.

e The installation of new pretreatment tank and ejector pit, as well as replacement of two of the
three process pumps were completed and the improvements will increase the Belvidere treatment |
plant operating efﬁciency

e The Polliution Control Financing Authority (** the PCFA”™) completed construction of its leachate
pretreatment plant in late summer 2009. The PCFA began discharging the effluent from the
facility into the Authority’s Oxford Treatment plant in October. The flow from the PCFA plant
will generate significant revenue for the PRMUA in the ensuing years.

CASH MANAGEMENT: The investment policy of the Authority is guided in large part by state statute as
detailed in "Notes to the Financial Statements”, Note 6. The Authority has adopted a cash management plan
which requires it to deposit public funds in public depositories protected from loss under the provisions of
the Governmental Unit Deposit Protection. Act ("GUDPA"). GUDPA was enacted in 1970 to protect
Governmental Units from a loss of funds on deposit with a failed banking institution in New Jersey. The law
requires governmental units to deposit public funds only in public depositories located in New Jersey, where
the funds. are secured in accordance with the Act,

RISK MANAGEMENT The Authority carries various forms of insurance, including but not limited to
general liability, excess liability, automobile  liability and comprehensive/collision, hazard and theft
insurance on property, contents, and. ﬁdehty bonds _ :
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OTHER INFORMATION:

Independent Audit - State statutes require an annual audit by independent certified public accountants or
registered municipal accountants. The accounting firm of Nisivoccia & Company LLP, CPAs, was selected
by the Authority. In addition to meeting the requirements set forth in state statutes, the audit also was
designed to meet the requirements of the Single Audit Act of 1996 and the related OMB Circular A- 133 and
New Jersey’s OMB Circular NJOMB 04-04. The auditors’ report on the financial statements is included in
the financial section of this report. The auditors' reports related specifically to the single audit are included
in the single audit section of this report.

ACKNOWLEDGEMENTS:

We would like to express our appreciation to the members of the Warren County (Pequest River) Municipal
Utilities Authority for their concern in providing fiscal accountability to the citizens of Warren County and
thereby contributing their full support to the development and maintenance of our financial operation. The
preparation of this report could not have been accomplished without the efficient and dedicated services of
our financial and accounting staff.

Respectfully submitted, i \ /’}
/'}) L] ‘g ) 1’
Charles Houck E. Chad Chamberlain

Authority’s CFO Chairman
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N CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

11 Lawrence Road
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Phone: 973-383-6699
Fax: 973-383-6555

Independent Auditors' Re_nort

The Honorable Chairman and Members
of the Warren County (Pequest River)
Municipal Utilities Authority

Belvidere, NJ

We have audited the accompanying financial statements of the Watren County (Pequest River) Municipal
Utilities Authority (the "Authority"), as of and for the years ended December 31, 2009 and 2008, which
collectively comprise the Authority’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the Authority's management. Our responsibility is to express
opinions on these financial statements based on our audits.

We conducted our audits in accordance. with auditing standards generally accepted in the United States of
America, audit requirements prescribed by the Department of Community Affairs, Division of Local
Government Services, State of New Jersey (the “Division™), 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. An audit includes examining, ori a test basis, evidence
supporting the amounts and disclosures: in the financial statements. An audit also includes assessing the
accounting principles used and the significant estimates made by management, as well as evaluating the
overall financial statement presentation, We believe that our audits provide a reasonable basis for our
opinions. .

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Warren County (Pequest River) Municipal Utilities Authority as of December 31, 2009 and
2008, and the changes in financial position and cash flows thereof for the years then ended, in conformity
~ with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated March 6, 2010, on
our consideration of the Authority's internal control over financial réporting and 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 arid the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audits.

MEMBER OF BKR IHTERANATIONAL * FIRMS IN PRINGIPAL-GITIES WORLOWIDE
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The Management’s Discussion and Analysis (MD&A) and the information included in the section entitled
“Supplementary Information” in the table of contents are not a required part of the basic financial statements
but are supplemental information required by accounting principles generally accepted in the United States
of America and the Division. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the supplemental
information. However, we did not audit the information and express no opinion on it.

Our audits were conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Authority’s basic financial statements. The introductory section and supplementary
information schedules are presented for purposes of additional analysis and are not a required part of the
basic financial statements. The introductory section has not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on this section.

Mt. Arlington, New Jersey
March 6, 2010 NISIVOCCIA & COMPANY LLP

. :2 v;’ ,"“
Sett. &’W 7 "
William F. Schroeder
Registered Municipal Accountant #452

Certified Public Accountant




MANAGEMENT DISCUSSION AND ANALYSIS (UNAUDITED)

This section presents management’s analysis of the Authority’s financial condition and activities for the year.
This information should be read in conjunction with the financial statements.

Financial Highlights -

Ma.nagement believes the Authority’s financial position to be strong for a small county utility. The Authority
is functioning within its stringent financial policies and guidelines set forth by the Authority members.
Following is a list of key highlights for 2009:

e The Authority reduced the .pnnmpal outstanding on the 2003 revenue refunding bonds by
$405,000, leaving a balance of $3,250,000.

o The principal paid on the 2002 trust loan was $90,000, and the balance is $1,566,397. The -
principal paid on the 2002 fund loan was $114,562, and the balanceis $1,461,698. The principal
paid on the 2003 trust loan was $45,000, and the balance is $850,000. The principal paid on the
2003 fund loan was $52, 683 and the balance is $591,424.

o Sewer charges decreased $78 945 in 2009 or 4.39%. This decrease is mainly due to lower flow
rates from participating entities. Drier weather resulted in reduced flows causing.a decrease in

user charges. Sewer Connection Fees decreased $267,874 or 99.05%.

Overview of Annual Financial Reporf

The Management’s Discussion and Analysis (MD&A) serves as an introduction to, and should be read in
conjunction with the basic audited financial statements and supplementary information. The Management’s
Discussion and Analysis represents management’s examination and analysis of the Authority’s financial
condition and performance. Summary financial statement data, key financial and operational indicators used
in the Authority’s strategic plan, budget, and other management tools were used for this analysis.

The financial statements report information about the Authority using full accrual accounting as utilized by
similar government activities. The financial statements include a statement of net assets; a statement of
revenues, expenses, and changes in net assets; a statement of cash flows; notes to the financial statements,
and supplementary data.

The statement of net assets presents the financial position of the Authority on a full accrual historical cost
basis. The statément of net assets presents information on all of the Authority’s assets and liabilities, with
the difference reported as net assets. Over time, increases and decreases in net assets is one indicator of
whether the financial position of the Authority is improving or deteriorating.

While the statement of nét assets provides information about the nature and amount of resources and
obligations at year-end, the statement of revenues, expenses, and clanges in net assets presents the results
of the business activities over the course of the fiscal year and information as to how the net assets changed
during the year. All changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of the related cash flows. This statement also provides certain
information about the Authority’s recovery of its costs. Rate setting policies use different methods of cost
recovery not fully provided for by generally accepted accounting principles. The primary objectives of the
rate model are to improve equity among customer classes and ensure that capital costs are allocated on the
basis of long-term requlrements,xensunng that growth pays for growth,



Overview of Annual Financial Report (Cont’d)

The statement of cash flows presents changes in cash and cash equivalents, resulting from operational,
financing, and investing activities. This statement presents cash receipts and cash disbursement information,
without consideration of the earnings event, when an obligation arises, or depreciation of capital assets.

The notes to the financial statements provide required disclosures and other information that are essential to
a full understanding of material data provided in the statements. The notes present information concerning
the Authority’s accounting policies, significant account balances and activities, material risks, obligations,
commitments, contingencies and subsequent events, if any.

The supplementary data provides detailed comparison of budget to actual expenses, as well as.important
debt coverage data.

Financial Conditions
The Authority is in excellent shape to meet future financial demands.

The Authority’s total net assets decreased from the prior year by $.18 million. The analysis below focuses
on the Authority’s net assets (Table I) and changes in net assets (Table 2) during the year.

Table I
Condensed Statement of Net Assets
Increase/ Percent of
(Decrease) ~ Increase/
Dec. 31, 2009 Dec. 31, 2008 from 2008 Decrease
- Current and Other Assets $ 6,479,240 $ 7,22'5,630 $ (746,390) -10.33%
Capital Assets 9,003,727 9,243 333 (239,606) -2.59%
Total Assets .  15,482967 16,468,963 (985,996) -5.99%
Current Liabilities . 1,177,485 1,255,270 ' (77,785) -6.20%
Long-Term Lijabilities 7,158,391 7,883,049 (724,658) -9.19%
" Total Liabilities 8,335,876 - 9,138,319 (80-2,443) | -8.78%
Invested in Capital Assets, . ) | ‘ | |
Net of Debt 1,080,405 601,035 479,370 79.76%
Unrestricted Net Assets 4,618,726 5,301,638 (682,912) -12.88%
Restricted Net Assets 1,447,961 1,427,971 19,990 1.40%
Total Net Assets . $ 7,147,092 $_ 7330644 $ (183,552) -2.50%

Total net assets decreased 2.50%. This was mainly a result of normal business operatiéns and reduction of
debt associated with capital assets.



Financial Conditions (Cont’d)

Changes in the Authority’s net assets can be determined by reviewing the following condensed Statement of
Revenue, Expenses and Changes in Net Assets for the yeat.

Table II
Condensed Statement of Revenue, Expenses and Changes in Net Assets
Increase/ Percent of
) (Decrease) . Increase/
Deg. 31, 2009 Dec. 31, 2008 from 2008 Decrease
Operating Revenue h) 1,822,000 § 2,117,756  °$ (295,756) -13.97%
Nonoperating Revenue _ 73,328 106,663 - (33,335 -31.25%
Total Revenue ' 1,895,328 2,224 419 (329,091) -14.79%
Operating Expenses:
Cost of Providing Services . 1,165,500 1,226,142 (60,642) -4.95%
Administrative and :
General Expenses " 137,682 160,829 (23,147) -14.39%
1,303,182 1,386,971 (83,789) -6.04%
Depreciation ‘ 481,547 479,079 2,468 . 0.52%
Nonoperating Expenses 294,151 296,160 _ {2,009) - -0.68%
Total Expenses © 2,078,880 2,162,210 - (83,330) -3.85%
Change in Net Assets ' (183,552) 62,209 (245,761) -395.06%
Beginning Net Assets 7,330,644 7,268,435 62,209 0.86%
Ending Net Assets ' $ 7147092 § 7,330,644 8§ (183,552) -2.50%

Results of Operations

Operating Revenues: The decrease in operating revenues is due to sewer charges decreasing 4.39% from
2008 and sewer connection fees decreasmg 99.05%. Nonoperating revenue decreased due to lower interest
. income as a result of lower interest rates.

Expenses: Operating expenses decreased 6.04% .over 2008. The decrease 'was mainly due to employer
contribution to PERS insurance and less money being spent due to tighter budgeting. The Authority
maintains its pohcy of careful spendmg to stay within the budget.

Budgetary Highlights: Over the course of the vear, the Authority’s Board of Directors did not make any
amendments to the original budget.



Results of Operations (Cont’d)

Capital Assets: As of December 31, 2009, the Authority had $9.0 million invested in capital assets, -
including land, vehicles and two 500,000 gallons per day wastewater treatment plants, four pumping stations-

prior yeat.

“and a sewer collection system infrastructure. This amount represents a decrease of $.240 million from the

The following table summarizes the Authority’s capital assets, net of accumulated depreciation and changes
therein, for the year ended December 31, 2009. These changes are presented in detail in Note 2 to the

financial statements.

Land
Plant, Equipment and Vehicles
Construction in Progress

" Total

*/ Less:

Accumulated Deﬁreciat‘ion
Capital Assets, Net of
Accumulated Depreciation

Table Il

Capital Assets, Net of Accumulated Depreciation
Increase/ Percent of
(Decrease) Increase/
Dec. 31,2009  Dec. 31, 2008 from 2008 Decrease
52,000 § 52,000

20,671,825 20,655,754 16,071 0.08%
676,920 451,052 225,868 50.08%
21,400,745 21,158,806 241,939 1.14%
12,397,018 11,915,473 481,545 4.04%

$ 9,003,727 § 9243333 (239,606) -2.59%

Long-term Debt: At year-end, the Authority had $7,719,519 in debt outstanding — a decrease of $707,245
from last year — as shown in Table IV. (More detailed information about the Authority’s long-term liabilities.
- 1is presented in Note 5 to the financial statements.)

Wastewater Revenue Bonds Payable

NJ Environmental Infrastructure
Trust Loan Payable

NJ Environmental Infrastructure
Fund Loan Payable

Table IV
Outstanding Long-Term Debt

(Decrease) Percent of
Dec. 31, 2009 Dec. 31, 2008 from 2008 Decrease
$ 3,250,000 $ 3,655,000 $ (405,000) -11.08%
2,416,397 2,551,397 (135,000) -5.29%
2,053,122 2,220,367 (167,245) <7.53%
$ 7,719,519 $ 8,426,764 3 (707,245) -8.39%




Results of Operations (Cont’d)

Cash Flow Activity: The Cash and cash equivalents at year-end 2009 decreased by $707,820 from the
previous year. The Authority maintains an adequate cash balance to meet future emergencies and capital
requirements.

Final Comments: During 2009 the Authority’s Executive Director and Chief Financial Officer retired. The
Authority entered into a contract with its engineering firm to provide plant management and operational
oversight. In addition, the Authority entered into a shared service agreement with Warren County to provide
procurement, accounting, budgetary and financial reporting support. The agreements have worked well and
reduced the Authority administrative costs. The Authority Board continues to seek ways to reduce operating
expenses and improve efficiency while maintaining the highest quality of service.




" WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
COMPARATIVE STATEMENT OF NET ASSETS
DECEMBER 31, 2009 AND 2008

ASSETS 2009 2008
Current Assets: - :
Unrestricted Cash and Cash Equivalents ‘ $ 2,004,733 $ 2,034,515
Restricted Cash and Cash Equivalents: :
Construction Account : oo 587,986 587,986
Bond Service Account 219,918 280,317
Bond Reserve Account 578,531 578,531
Renewal and Replacement Account ‘ 823,867 : 802,467
General Account - , 1,563,690 2,178,223
Revenue Account ‘ 406,955 © 431,461
Total Cash and Cash Equivalents - ) 6,185,680 6,893,500

Sewer Rents Receivable (Less Allowance for
Uncollectible Receivables of $55,491 in -
2009 and $55,491 in'2008) 2,531 2,998

Other Accounts Receivable : 515
Total Current Assets . ) 6,188,211 6,897,013
Noncurrent Assets: '

Capitz;l Assets, Net of Accumulatéd Depreciation 8,951,727 9,191,333
Land 52,000 52,000
Unamortized Debt Issue Costs - Wastewater Revenue Bonds 78,455 89,665
Unamortized Debt Issue Costs - NI Environmental Infrastructure Loans 70,103 75,110
Unamortized Loss on Bond Refunding . 142,471 - 163,842
Total Noncurrent Assets 9,294,756 9,571,950

TOTAL ASSETS : 15,482,967 16,468,963




WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY

COMPARATIVE . STATEMENT OF NET ASSETS
DECEMBER 31, 2009 AND 2008

(Continued)
r
2009 2008
LIABILITIES
Current Liabilities:
Accounts Payable - Vendors $ 72,981 $ 82,081
Payroll Deductions Payable 2,751 7,002
Accrued Wages Payable 12,713 16,355
Accrued Interest Payable 60,815 64,641
Accrued Compensated Absences Payable 6,305 57,318
Developers' Escrow Payable 7,147 8,951
Overpayments - Sewer Charges 301,842 311,677
Wastewater Revenue Bonds Payable , 415,000 . 405,000
NI Environmental Infrastructure Trust Loan Payable 135,000 135,000
NJ Environmental Infrastructure Fund Loan Payable 162,931 167,245
Total Current Liabilities 1,177,485 1,255,270
Noncurrent Liabilities:
Wastewater Revenue Bonds Payable 2,835,000 3,250,000
NJ Environmental Infrastructure Trust Loan Payable 2,281,397 2,416,397
NJ Environmental Infrastructure Fund Loan Payable 1,890,191 2,053,122
Unamortized Loan Premium 106,447 114,050
Unamortized Gain on Bond Refunding 45,356 49,480
Total Noncurrent Liabilities 7,158,391 7,883,049
Total Liabilities 8,335,876 9,138,319
NET ASSETS
Invested.in Capital Assets, Net of Related Debt 1,080,405 601,035
Unrestricted ' 4,618,726 5,301,638
Total Unréstricted Net Assets 5,699,131 5,902,673
Restricted for:
Bond Service Account 45,563 46,973
Bond Reserve Account 578,531 578,531
Renewal and Replacement Account 823,867 802,467
Total Net Assets 7,147,092 7,330,644
TOTAL LIABILITIES AND NET ASSETS $ 15,482,967 -‘S 16,468,963

ARE AN INTEGRAL PART OF THIS STATEMENT

THE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS
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WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
COMPARATIVE STATEMENT OF REVENUE, EXPENSES
' AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008

2009 . 2008
Operating Revenue: L
Sewer Charges $  N\1,719,564 $ 1,798,509
Sewer Connection Fees 2,565 270,439
Other Revenue 17,563 46,414
Other Revenue-Grey Water 2,308 2,394
County Contribution 80,000
Total Operating Revenue -+ 1,822,000 2,117,756
Operating Expenses:
Cost of Providing Services 1,165,500 1,226,142
Administrative and General Expenses 137,682 160,829
Depreciation . N\481,547 479,079
Total Operating Expenses 71,784,729 1,866,050
Operating Income ' 37,271 - 251,706
Nonoperating Revenue (Expenses):
Interest Income 60,330 _ 98,773
Amortization of Debt Issue Costs - Wastewater Revenue Bonds (11,208) \,( 11,207)
Amortization of Debt Issue Costs - NJ Environmental Infrastructure Loans (5,008) (5,008)
Amortization of Bond Premium 7,603 7,603
Amortization of Loss on Bond Refunding (21,372) (21,372)
Amortization of Gain on Bond Refunding 4,124 4,123
Prior Year Accounts Payable Cancelled 1,271 287
Interest Expense (256,563) (262,696)
Total Nonoperating Revenue (Expenses) (220,823) (189,497)
Change in Net Assets (183,552) 62,209
Net Assets, Beginning of Year , 7,330,644 7,268,435
Net Assets, End of Year $ 7,147,092 $ 7,330,644

THE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT




WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY

COMPARATIVE STATEMENT OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2009-AND 2008

Cash Flows from Operating Activities:
Cash Received from .Customers
Other Receipts
Cash Paid to Suppliers and Employees (Including Grant Expenditures)

Net Cash Provided/ (Used) by Operating Activities

Cash Flows from Capital and Related Financing Activities:
Purchase of Plant and Equipment
Construction in Progress
Proceeds from NJ Infrastructure Trust Loan
Principal Paid on Revenue Bonds
Principal Paid on NJ Environmental Infrastructure Fund Loan,
Interest Expense

Net Cash Used in Capital and Related Financing Activities

Cash Flows from Noncapital Financing Activities:
Transfer In
Transfers Out

Net Cash Used in Noncapital Financing Activities

Cash Flows from Investing Activities:
Interest on Investments

Net Cash Provided by Investing Activities
Net Increase (Decrease) in Cash and Cash Equivalents

Cash and-Cash Equivalents - Beginning of Year

Cash and.Cash Equivalents - End of Year

Reconciliation of Net Operating Income to Net Cash
Provided by Operating Activities:
Operating Income ‘
Adjustments to Reconcile Operating Income to Net
Cash Provided by Operating Activities:
Depreciation
Prior Year Accounts Payable Cancelled
Changes in Net Assets:
Decrease in Sewer Rents Receivable
{Increase) Decrease in Other Accounts Receivable
Increase (Decrease) in Accounts Payable
Increase (Decrease) in Payroll Deductions Payable.
Increase (Decrease) in Accrued Wages Payable
Increase (Decrease) in Accrued Compensated Absences Payable
Increase (Decrease) in Overpayments - Sewer Charges
Increase (Decrease) in Developers' Escrow Payable

Net Cash Provided/ (Used) By Operating Activity
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2000 2008
$ 1712761  $ 2224950
100,386 48,451
(1,371,722) (1,378,631)
441,425 894,770
16,072 99,511)
(225,869) (3,340)
65,204
(405,000) (395,000)
(302,245) (289.917)
" (260,389) (266.288)
(1,209,575) (988,852)
260,045 288,399
(260,045) (288,399)
60,330 98,773
60,330 98,773
(707,820) 4,691
6,893,500 6,888,809
s \6,185,680 $\6,893,500
37,271 251,706
481,547 479,079
1271 287
§467 23,498
NAE (357)
*(9,100) . 66,216
\4252) 3,596
- \3.642) 388
%51,013) 173
9,835 69,724
\(1,804) 460
$ 441425 § 894,770

' THE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS

ARE AN INTEGRAL PART OF THIS STATEMENT
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WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2009

Note 1 - Organization and Summary of Significant Accounting Policies

The Warren County (Pequest River) Mmﬁciﬁ)al Utilities Authority is a public body corporate and
politic of the State of New: Jersey governed by nine members appointed by the Warren County
Board of Chosen Freeholders. :

The Authority was created in 1969 and reorganized in 1978 under and pursuant to the State
Municipal Utilities Authorities Law .(P.L. 1957, Chap. 183).

The Warren County (Pequest River) Municipal Utilities Authority was created to provide for the
acquisition, construction, maintenance, operation and improvement of facilities for the collection,
treatment, purification or disposal of sewage or other wastes for the purpose of relieving waters of
pollution within the Authority's area of service. The Authority is authorized to impose and to
collect service charges for connection with, and for use of, the Authority services and products.
The Authority bills the customers for such usage under their respective service contracts.

A. Basis of Presentation and Accounﬁng

The Authority utilizes the accrual basis of accounting whereby revenue is recorded as earned
and expenses are reflected as the liability is incurred. Operating revenue, such as charges for
services result from exchange transactions associated. with the principal activity of the
Authority. Exchange -transactions are those in which each party receives and gives up
essentially equal value. Nonoperating revenue, such as subsidies and investment earnings,
results from nonexchange transactions or ancillary activities. Nonexchange transactions, in
which the Authority gives or receives value without directly receiving or giving equal value
in exchange, generally do not occur, with the exception of investment earnings. The
- Authority applies all applicable GASB pronouncements as well as the following
pronouncements .issued on or before November 30, 1989, unless those pronouncements
conflict or contradict GASB pronouncements.

All activities of the Authority are accounted for within a single proprietary (enterprise) fund.
Proprietary funds are used to account for operations that are (a) financed and operated in a
manner similar to private business enterprises where the intent of the governing body is that
the costs (expenses, including depreciation) of providing goods or services to the general
public on a continuing basis be financed or recovered primarily through user changes; or (b)
where the governing body has decided that periodic determination of revenue earmed and/or
expenses incurred is appropriate for capital maintenance, public policy, management control,
accountability, or other purposes.




Note 1 -

13

WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2009
(Continued)

Organization and Summary of Significant Accounting Policies (Cont’d)

A,

Basis of Presentation and Accounting (Cont’d)

The accounting and financial reporting treatment applied to the Authority is determined by
its measurement focus. The government-wide financial statements are reported using the
economic measurement focus and the accrual basis of accounting. The transactions of the
Authority are accounted for on a flow of economic resources measurement focus. With
this measurement focus, all assets and all liabilities associated with the operations are
included on the ‘balance sheet. Net assets (i.e., totals assets net of total liabilities) are
segregated into “invested in capital assets, net of related liabilities”; “restricted for debt
service”; and “unrestricted” components.

Reporting Entity

Governmental Accounting Standards Board publication Codification of Governmental
Accounting and Financial Reporting Standards section 2100, "Defining the Financial
Reporting Entity”, establishes standards to determine whether a governmental component
unit should be included in the financial reporting entity. The basic criterion for inclusion
or exclusion from the financial reporting entity is the exercise of oversight responsibility
over agencies, boards and commissions by the primary government. The exercise of
oversight responsibility includes financial interdependency, selection of governing
authority, designation of management, ability to significantly influence operations, and
accountability for fiscal matters. The Authority is a legally separate organization.
Financial transactions are processed and accounted for by the Authority's financial
administration. ~ Although the Freeholders of Warren County initially appoint the
governing members of the Authority and the County has secured the payment of the
Authority’s bonds, the Authority is autonomous from the County in all other pertinent
matters concerning oversight responsibility. Accordingly, the Authority is not considered a
component unit of the County of Warren under the provisions of Governmental
Accounting Standards Boards, Codification Section 2100.
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WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
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NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2009

(Continued)

Organization and Summary of Significant Accounting Policies (Cont’d)

B. Grants
Recognition of revenue from grants is based on the accrual basis of accounting. Grant
funds received before costs are incurred are deferred.
Grant related expenditures incurred in advance of receipt of grant funds result in the
recording of receivables and revenue. Grants not externally-restricted and utilized to finance
operations are identified ‘as nonoperating revenue.

C. Inventories
The cost of inventories of supplies are recorded as expenditures at the time individual items
are puxchased since they are immaterial to the financial position and results of operations,

D. Cash and Cash Equivalents
Amounts include petty cash, amounts on deposit, and short-term investments with original
maturities of three months or less.

E. Investments
Investments are.stated at cost which approximates market. The Authority classifies
certificates of deposit which have original maturity dates of more than three months but less
than twelve months from the date of purchase, as investments. The Authority's investments
are limited by the 1993 and 2003 Bond Resolutions to obligations of or guararteed by the
federal government and bank certificates of deposit.

. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenue and expenses during the
reporting period. ‘Actual results could differ from the estimates.

G. Compensated Absences

Compensated absences are acérued and reported as a liability in the period eamed. The
balance as of December 31, 2009 was $6,305, which is included on the Statement of Net
Assets as a current liability.
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: WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2009

(Continued)
Note 1 - - Organization and Summary of Significant Accounting Policies (Cont’d)

H. Revenue Recognition

The Authority has service agreements with several other local government agencies.
Custorniers are billed quarterly based on estimates resulting from prior years actual usage.
First quarter bills each year are adjusted, if necessary, for actual usage of the prior year.
Revenue is recorded net of any discounts, assessments or abatements, if applicable.

L NetAssets
Equity is classified as net.assets and displayed in three components:
1) Invested in capital assets, net of related debt - consists of capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any bonds that

are attributable fo the acquisition, construction, or improvement of those assets.

2) Restricted — consists of constraints placed on net asset use through extemal constramts
imposed by the 1993 and 2003 Bond Resolutions.

3)  Unrestricted - all other net assets that do not meet the definition of “restricted” or
“invested in capital assets, net of related debt.”

J.  Allowance for Uncollectible Accounts

~ All receivables are reported -at their gross values and, where appropriate, are reduced by the
estimated portion that is expected to be uncollectible. The allowance is established at the
discretion of management of the Authonty as deemed necessary based on prior collectlon
history.

K. Restricted Accouilts

In accordance with the 1993 and 2003 Bond Resolutions, the Authority has established the
following cash and investment accounts for the deposit, in the priority of the order listed, of
all revenue received by the Authority: :

Account Amount - | Use tor which Restricted

Construction  Proceeds of debt issued and construction Construction cost of the system.
' grants-in-aid '

Revenue . All revenue received by the Authority Authorized operating expenses

and, as of the tirst day of each
month, transfers to the various
accounts described below.

Sinking ~ - Amount needed to equal Sinking Fund For purchase or the redemption
: requirement ' of the Bonds for which the account
' is maintained.
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Note 2 -

Account

Bond Servicé
(Current Debt)

Bond Reserve

(Future Debt
Service)

Renewal and
Replacement

General

Capital Assets

Capital Assets to be depreciated
Plant:and Eqmpment

Vehicles

Construction-in-Progress -

Total Capital Assets to be depreciated

Capital Assets not to be depreciated

Land

Total Capital Assets
Accumulated Depreciation
Capital Assets (Net)

K. Restricted Accounts (Cont’d)

Amount

Amount needed to pay matured
principal interest plus principal and
interest due on or before the following
January Ist |

Amount needed to equal the greatest
amount of debt service due in any year.

Amount needed to increase the balance

to equal the renewal and replacement
requirements as defined by the resolution.

To any extent
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WARREN COUNTY (PEQUEST RIVER) MUNIC[PAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2009

(Continued)
Organization and Summary of Significant Accounting Policies (Cent’d)

Use for which Restricted

Principal and interest on the Bonds.

- Transfers to meet the minimum levels

required in the Bond Service or
Sinking Accounts. Any excess may
be transferred into the Revenue
Account.

Transfers to meet minimum levels
required in the Bonds Service, Sinking

. or Bond Reserve Accounts or major

repairs, renewal and extensions
of the system.

Transfer into the Bond Reserve
Account the amount needed to increase
the amount in the account so that it
equals such Bond Reserve requirement.

Capital assets are recorded at cost and consisted of the followmg, as of December 31, 2008 and
2009:

De¢. 31,2008 _ Additions  _Deletions _Dec. 31,2009
$20472,813 $ 16072 $20,488,885
182,942 182,942
451,052 225,868 676,920
71,106,306 241,940 31,348,747
52,000 52,000
21,158,806~ 241,940 21,400,747
(11915473) _ (481,547) _(12,397,020)
$ 9243333 8 (239607 $  -0- S 9,003,727
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WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31. 2009
(Continued)

Capital Assets (Cont’d)

Property and equipment are recorded at cost. Depreciation-is provided on the straight-line methed
over the estimated useful lives of the respective assets. Maintenance and repairs are charged to
expense as incurred; major renewals and betterments are capitalized. Capital assets have been
reviewed for impairments. '

Major classes of property, plant and equipment and their estimated useful lives are summarized
below:

Plant and Equpment:

Vehicles : 6 Years
Land Improvements : ~ 20 Years
Buildings 45 Years
Communications, Business and Computer Equpiment 2-15 Years
Machinery and Tools 15 Years
Appliances - 10 Years
Lab/Science/Engineering Equipment 10 Years
Fumniture and Accessories : . 20 Years
Grounds and Agricultural Equipment _ ' 15 Years
Sewer/Water/Electric Equipment - 30 Years

Construction-in-Progress

As of December 31, 2009, the Authority continues to move forward with plans to upgrade its
Oxford water treatment facilities, as well as conducting a leachate study and interceptor evaluation
with cumulative costs totaling $676,920.

Pension

Authority employees are enrolled in the following cost sharing muitiple-employer public employee
retirement systems: . the Public Employees' Retirement System (PERS) or the Defined
Contribution Retirement Program (DCRP). The State of New Jersey sponsors and administers the
PERS which cover substantially all Authority employees. Prudential Financial jointly administers
the DCRP investments with the NJ Division of Pensions and Benefits. As a general rule, all full-
time employees are eligible to join the PERS. However, if an employee is ineligible to enroll in
the PERS, the employee may be eligible to enroll in the DCRP.

Employees who are members of PERS and retire at or after age 55 are entitled to a retirement
benefit based upon a formula which takes 1/55th of the average annual compensation for the
highest three fiscal year's compensation for each year of membership during years of creditable
service. Vesting occurs after 8 to 10 years of service. The DCRP provides eligible members with
a tax- sheltered, defined contribution retirement benefit, along with life insurance and disability
coverage.
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'WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31,2009
) (Continued)

Pension (Cont’d)

Vesting is immediate upon enrollment for members of the DCRP.

The State of New Jersey, Department of the Treasury, Division of Pensions and Benefits, issues
publicly available financial reports that include the financial statements and required
supplementary information of the above system, fund and trust. The financial reports may be
obtained by writing to the State of New Jersey, Department of Treasury, Division of Pensions
and Benefits, P.O. Box 295, Trenton, New Jersey 08625-0295.

The contribution policy is set by New Jersey State Statutes and contributions are required by

- active:members and contributing employers. Plan'member and employer contributions may be
amended by State of New Jersey legislation. Employee contributions are based on percentages
of 5.5% for PERS and DCRP and 8.5% for PFRS of employees' annual compensation, as
defined. Employers are required to contribute at an actuarially determined rate in the PERS.
The actuarially determined employer contribution includes funding. for cost-of-living
adjustments and mnoncontributory death benefits for PERS, In the PERS, the employer
contribution includes funding for post-retirement medical premiums. The DCRP was
established July 1, 2007, under the provisions of Chapter 92, P.L. 2007 and Chapter 103, P.L.
2007 and expanded under'the provisions of Chapter 89, P.L. 2008. Employee contributions for
DCRP are matched by a 3% employer contribution.

For PERS, the annual pension cost differs from the annual required contribution due to the
enactment of Chapter 114, P.L. 1997.

Three-Year Trend for PERS

Annual Percentage Net
Year Ending Pension Cost of APC Pension
December 31, (APC) Contributed Obligation
2009 § 30,880 100% $ 30,880
2008 28,769 80% 23,015
2007 21,668 60% 13,001

 Effective July 1, 2003, Chapter 108, P.L. 2003 provides for a reduction or “phase-in” of the
required pension contribution to PERS for local employers for State fiscal years 2005-2008.
The local employer PERS noimal and accrued liability contnbutlons requu'ed for State fiscal
years 2005-2008 are as follows:

20% for payments due in State fiscal year 2005

Not more than 40% for payments due in State fiscal year. 2006
Not more than 60% for payments due in State fiscal year 2007
Not more than 80% for payments.due in State fiscal year 2008
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WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2009
(Continued)

Note 4 - ‘Unamortized Debt Issue Costs

Debt issue costs related to the 2003 Bond refunding totaled $23,287. Deferred debt issue costs
are being amortized over the life of theissue. $11,208 and $11,207 was amortized in 2009 and
2008 respectively. The unamortized debt issue costs balance is $78,455 at December 31, 2009.
The unamortized debt issue costs on the New Jersey Environmental Infrastructure Loans are
discussed in Note 5.

Note 5 - Long-Term Debt

The Authority issued $5,550,000 NJ Environmental Infrastructure Refunding Bonds, Series
2003 on September 16, 2003. The bonds are being issued to provide funds: (1) to currently
refiund a portion of the principal amount of NJ Environmental Infrastructure Refunding Bonds,
Series 1993, which have been issued by the Authority for or with respect to the Authority’s
sewerage system (the “System”) and which are presently outstanding, and.(2) to pay the costs
and expenses incurred by the Authority in connection with the authorization, issuance and
delivery of the bonds. : :

The 2003 Bonds are general obligations of the Authority payable from revenues derived by the
Authority from its ownership and operation of the sewerage system, including all service

“charges, fees, rents and charges and other income. Substantially all revenues are derived by
imposing service charges under the terms of separate service contracts with certain customers,
for sewer services provided by the Authority. The Authority also has entered into a contract
(the “Deficiency Advance Contract”) with the County of Warren (the “County”) in which the
County will.pay the Authority an amount (the “Deficiency Advance™) equal to the deficiency
between its expenses and its revenues.

The Authority has 1o power to levy or to collect taxes, and the Bonds are not a debt or a
liability of the County, of the State or any political subdivision thereof, except the Authority.

~ Maturity Schedule Giving Effect to the
“NJ Environmental Infrastructure Refunding Bonds, Series 2003"

Interest :

Year . Rate Principal Interest Total
2010 3.250% $ 415,000 $ 130,569 $ - 545,569
2011 3.625% 430,000 117,081 547,081
2012 4.500% 435,000 101,493 536,493
2013 " 4.000% 455,000 -7 81,919 536,919
2014 - 4.250% 475,000 63,719 538,719
2015 4.125% - 535,000 43,531 578,531
2016 _ 4.250% 505,000 21,462 526,462
3,250,000 559,774 3,809,774
 Less: Short-Term Portion - 415,000 (142,719) 272,281

Long-Term Portion $ 2,835,000 $ 702,493 $ 3,537,493
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WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2009
(Continued)

Note 5 - Long-Term Debt (Cont’d)

NJ Environmental Infrastructure Bonds

On October 15, 2002, the Authority entered into two loan agreements with the State of New
Jersey, acting by and through the NJ Department of Environmental Protection Fund (the
"Fund"), and the NJ Environmental Infrastructure Trust (the "Trust"), in the aggregate amount
of $4,300,000, which represents direct obligations of the Authority. The loan agreements were
obtained to finance the cost of the Belvidere wastewater treatment plant upgrade.

Principal payments to the Fund amounted to $114,562 in 2009, and will continue on a
semiannual basis over the next 16 years at zero interest. Principal payments to the Trust
amounted to $90,000 in 2009, and will continue on an annual basis over the remaining 13
years,

On October 15, 2003, the Authority entered into two supplemental loan agreements with the
State of New Jersey, acting by and through the NJ Department of Environmental Protection
Fund (the “Fund”), and the NJ Environmental Infrastructure Trust (the “Trust™), in the
aggregate amount of $2,054,515, which represents direct obligations of the Authority. The loan
agreements were obtained to fmance the additional costs of the Belvidere wastewater treatment
plant upgrade.

The NJ Environmental Infrastructure Trust Fund receivable balance was $0 at December 31,

2009. Principal payments amounted to $52,683 in 2009, and upon the final draw down of the

loan funds will continue on a semi-annual basis over the next 13 years at zero interest.

Principal payments to the Trust amounted to $45,00¢ in 2009, and wil! continue on an annual
" basis over 13 years,

The Trust loans were issued at a premium totaling $144,464 and will be amortized over the life
of the loan on the straight-line basis. $7,603 was amortized in 2009 and $7,603 for 2008. The
unamortized loan premium balance was $106,447 at December 31, 2009. Debt issue costs
incurred with the loans totaled $95,140 and will be amortized over the life of the loan. $5,008
was amortized for 2009 and $5,008 was amortized for 2008. The unamortlzed debt issue costs
balance was $70,103 at December 31, 2009.

The New Jersey Environmental Infrastructure Trust, NJ Environmental Infrastructure
Refunding Bonds, Series 2007B were issued to refund the New. Jersey Environmental
Infrastructure Trust 2002A. The gain on the current refunding of $49,480 is being amortized
over the life of the issue of 13 years on a straight-line basis. $4,124 and $4,123 was amortized
in 2009 and 2008. The unamortized loan premium balance was $45,356 at December 31, 2009.
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WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY |

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2009

(Continued)

Long-Term Debt (Cont’d)

NJ Environmental Infrastructure Loans (Cont’d)

Purpose:

Trust.Loan - 2002./
Refunding- 2007A

Trust Loan - 2003

Maturities of Loans
Outstanding Dec. 31, 2009 " Interest Balance
Date Amount Rate Dec. 31, 2009
8/12010 . §$ 90,000 5.00% $ 1,566,397
8/1/2011 95,000 5.00%
8/1/2012 106,000 5.00%
8/1/2013 105,000 5.25%
8/1/2014 110,000 5.25%
8/1/2015 109,760 5.00%
8/1/2016 119,112 5.00%
8/1/2017 123,638 5.00%
8/1/2018 128,423 5.00%
-8/1/2019 137,970 5.00%
'8/1/2020 142,770 5.00%
8/1/2021 147,564 5.00%
8/1/2022 157,160 " 4.75%
8/1/2010 45,000 3.00% 850,000
8/1/2011 45,000 5.00%
8/1/2012-2013 50,000 5.00%
'8/1/2014 55,000 5.00%
8/1/2015 55,000 4.00%
8/1/2016 60,000 4.00%
8/1/2017 60,000 4.20%
. 8/1/2018 65,000 4.25%
8/1/2019 65,000 5.00%
8/1/2020 70,000 5.00%
8/1/2021 75,000 4.50%
8/1/2022 75,000 4,75%
8/1/2023 80,000 4.75%
2,416,397
-Less: Short-Term Portion 135,000
Long-Term Portion b 2,281,397 -
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NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2009
(Continued)

Note 5 - Lo ng-Term Debt (Cont’d)

NJ Environmental Infrastructure Loans (Cont’d) °

Maturities of Loans
Qutstanding Dec. 31, 2009 Interest Balance
Purpose Date - Amount Rate Dec: 31,2009
Fund Loan - 2002 2/1/2010 $ 26459 -0-% $ 1,461,698
8/1/2010 85,167 .
2/172011 24992
8/1/2011 86,961
2/1/2012 23442
8/1/2012 88,673
2/1/2013 21,811
8/1/2013 90,304
2/1/2014 20,014
8/1/2014 91,767
2/1/2015 18,130
8/1/2015 93,145
2/1/2016 16,255
8/1/2016 97,793
2/1/2017 14216
8/1/2017 99,016
2/1/2018 12,096
8/1/2018 100,158
2/1/2019 9,895 -
- 8/1/2019 104,479
2/1/2020. 7.530
8/1/2020 165376
2/1/2021 5,084
8/1/2021 106,192
2/1/2022 2,556

8/1/2022 110,187
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' ' NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2009

(Continued)

Long-Term Debt (Cont’d)

NI Environmental Infrastructure Loans (Cont’d)

" Purpose

~ FundLoan- 2003

Maturities of Loans

23

Qutstanding Dec. 31, 2009 Interest, Balance
Date . Amount Rate Dec. 31,2009
2/1/10 3 11,864 -0-% $ 591,424

8/1/10 39441
2/1/11 11,450
8/1/11 39027
2/1/12 10,761
8/1/12 41,402
2/113 9995
8/1/13 40636
2/1/14 9229
8/1/14 42,934
2/1/15 8386
8/1/15 42,091
2/1/16 7,712
8/1/16 44481
2/117 6.977
8/1/17 43,746
2/1/18 6,205 -
8/1/18 46,038
2/1/19 5358
8/1/19 45,191
2/1720 4362
8/1720 47259
2/121 - 3290
8/1721 23589
- 2,053,122
Less: Short-Term Portion 162,931
Long-Term Portion $ 1,890,191
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WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2009
(Continued)

Cash and Cash Equivalents and Investmenits

Cash and cash equivalents include petty cash, amounts in deposits, money market accounts, and
short-term investments with original maturities of three months or less.

Investments are stated at cost, which approximates market. The Authority classifies certificates
of deposit which have original maturity dates of more than three months but less than twelve
months from the date of purchase, as investments.

GASB Statement No. 40, Governmental Accounting Standards Board Deposit and Investment
Risk Disclosures, requires disclosure of the level of custodial credit risk assumed by the
Authority in its cash, cash equivalents and investments, if those items are uninsured or
unregistered. Custodial risk is the. risk that in the event of bank failure, the government’s
deposits may not be returned. ‘

Interest Rate Risk — In accordance with its cash management plan, the Authority ensures that
any deposit or investments matures within the time period that approximates the prospective
need for-the funds, deposited or invested, so that there is not a risk to the market value of such
deposits or investments.

Credit Risk ~ The Authority limits its investments to those authorized.in its cash management

‘plan which are permitted under state statutes as detailed on the following page.

Deposits:

New Jersey statutes require that authorities deposit public funds in public depositories located’
in New Jersey which are insured by the Federal Deposit Insurance Cotporation, or by any other
agency of the United States that insures deposits made in public depositories. Authorities are
also permitted to deposit public funds in the State of New Jersey Cash Management Fund.

New Jersey stafut;s require public depositories to maintain collateral for deposits of public
funds that exceed insurance limits as.follows:

The market value of the collateral must equal 5% of the average daily balance of
collected public funds on deposit.

In-addition to the above collateral requirement, if the public funds deposited exceed 75% of the

capital funds of the depository must provide collateral having market value at least equal to
100% of the amount exceeding 75%.

All collateral must be deposited with the Federal Reserve Bank, the Federal Home Loan Bank
Board or a batking institution that is a member of the Federal Reserve System and has capital
funds of not less than $25,000,000.
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NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2009
(Continued)

Note 6 - Cash and Cash Equivalents and Investments (Cont’d)

Investments:

New Jersey statutes permit the Authority to purchase the following types of securities:

1)

@)
&)

(4
(5)

6
(7

(8).

‘Bonds or other obligations of the United States of ‘America or obligations

guaranteed by the United States of ‘America;
Govemment money market ﬁmtual funds;
Any obligation that a federal agency or a federal ins'tfumentality has issued in

accordance with an act of Congress, which security has a maturity date not greater
than 397 days from the date of purchase, provided that such obligation bears a

fixed rate of interest not dependent on.any index or other external factor;

Bonds or other obligations of the local unit or bonds or. other obligations of school

-districts of which the local unit is a part or within which the school district is

located;

Borids or other obligations, having a maturity date not more than 397 days from
the.date of purchase, approved by the Division of Investment of the Department of

the Treasury for investment by local units;

Local government investment pools;
Deposits with the State of New Jersey Cash Management Fund; or
Agreements for the repurchase of fully collateralized securities if;

(a) - the underlying securities are permitted investments pursuant to paragraphs
(1) and (3) above;

(b) . the custody of collateral is transferred to a third party;
©) the maturity of the agreement is not more than 30 days;

(d) the underlying securities are purchased through a public depository as
. defined in statute; and

(e) a master repurchase agreement providing for the custody and security of
‘collateral 1s executed.
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NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2009
(Continued)

Note 6 - Cash and Cash Equivalents and Investments (Cont’d)

As of December 31, 2009, cash and cash equivalents énd investments. of the Warren County
(Pequest River) Municipal Utilities Authority consisted of the following: :

Cash and Cash Equivalents

Cash on
Hand and Money Investments
Checking Market Certificate
Account Accounts Funds of Deposits . Totals
Unrestricted $ 153,308 $ 1,851,425 $ 2,004,733
Restricted:
General $ 1,563,690 1,563,690
Bond Service 219,918 219,918
Bond Reserve 578,531 _ 578,531
Revenue 7,075 399,880 406,955
Renewal and :
Replacement 823,867 823,867
Construction 587,986 : 587,986

$ 160,383 $4,173,872 $ 1,851,425 $ 6,185,680

The carrying amount 'of the Authority's cash and cash equivalents and investments at December
31, 2009, was $6,185,680, and the bank balance was $6,187,341. The Authonty did not hold
any investments other than certificates of deposits.

Note 7 - Amounts Required by Bond Resolutions

The following cash and investment accounts are required by the Authority's bond resolutions:

Bond and Service Account : - $219918
Cash and Investments on Hand _ 219,918
Excess : $ , -0-
Bond Reserve Account $578,531
Cash and Investments on Hand ' ' ‘ 578,531
Excess : | $ -0-
Renewal and Replacement Account : $823,867
Cash and Investments on Hand 823,867

Exca;ss 5 - -0-
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WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31. 2009
(Continued)

Note 8 - Loss on Current Refunding

During 2003, the Authority issued Wastewater Revenue Refunding Bonds, Series 2003 for
'$5,550,000 with interest rates ranging from 2.00% to 4.50%. These bonds were issued to
provide funds: (1).to currently refund $5,365,000 of the outstanding principal amount of
Wastewater Revenue Refunding Bonds, Series 1993 maturing in the years 2005 to 2016, which
were originally issued by the Authority to permanently finance a portion of the cost of the
System, including two wastewater treatment plants, interceptor sewers and oth¢r facilities in the
Service Area (the “Refunding Project”), and (2) to pay the costs and expenses incurred by the
Authority in connection with the authorization, issuance and delivery of the bonds. The net
proceeds of $5,404,298 (after payment of $145,702 in underwriting fees and other issuance
costs) shall be deposited by the Trustee into a special fund or account (the “Escrow Fund”)
created under the Escrow Deposit Agreement. This amount when invested in direct, non-
callable United States Treasury Obligations will produce sufficient funds when needed, to pay
the principal of, redemption premium and interest on, the refunded bonds. As a result, the 1993
Bonds are considered to be defeased, and the liability for those bonds has been removed from
the Statement of Net Assets. :

Although the current refunding resulted in the recognition of an accounting loss of $277,826
for the year ended December 31, 2003, the Authority reduced its aggregate debt service
payments by approximately $397,000 over the next 13 years, and obtained an economic gain
(difference between -the present values of the old and new debt service payments) of
approximately $299,500.

The loss on the current refunding of $277,826 is being amortized over the life of the issue of 13
years on a straight-line basis. Amortization of the loss for 2009 was $2A1 ,372 and for, 2008 was
$21,372. The unamortized loss on bond refunding balance was $142,471 at December 31,
2009,

Note 9: Risk Management

The Authority is exposedAto various risks of loss rélated to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. Health
benefits are provided to employees through the State of New Jersey health benefits plan.

The Authority is currently a member of the New Jersey Utility Authorities Joint Insurance
Fund (the "Fund"). The Fund is both an insured and self-administered group of local utility
authorities established for the purpose -of providing low-cost insurance coverage for the
members in order to keep local user fees and charges at a minimum for the local utility
authorities who form the membership of the joint insurance fund.
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WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31. 2009
(Continued)

Note 9: Risk Management (Cont'd)
The following coverages are offered by the Fund to its members:

a) Workers' Compensation and Employers' Liability
b) Liability Other than Motor Vehicles
c¢) Property Damage Other than Motor Vehicles
. d) Motor Vehicle
¢) Environmental

As a member of the Fund, the Authority could be subject to supplemental assessments in the
event of deficiencies. If the assets of the Fund were to be exhausted, members would become
responsible for their respective shares of the Fund’s liabilities. )

The Fund can declare and distribute dividends to members upon approval of the State of New
Jersey Department of Banking and Insurance. These distributions are divided amongst the
members in the same ratio as their individual assessment relates to the total assessment of the

membership body.
Selected, summarized financial information for the Fund as of December 31, 2008 is as
follows: '
NJ Utility Authorities
Joint Insurance
Fund
Dec. 31, 2008
Total Assets $ 13,870,323
Net Assets $ 7,833,714
Total Revenue ' $ 9,463,054
Total Expenses $ 9,062,559
Change in Net Assets ' $ 343,596
Net Assets Earnings Distribution to Participating Members $ -
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WARREN COUNTY (PEC zUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS

" YEAR ENDED DECEMBER 31, 2009
(Continued)

Note 9: Risk Management (Cont'd)

Financial statements for the Fund are available at the offices of the Fund’s Executive Director:

New Jersey Utility Authorities Joint Insurance Fund
Perma Risk Management Services
250 Pehle Ave, Suite 701
Saddle Brook, NJ 07662
(201) 587-0555

Insurance Coverage

Coverage Description | _ : ' Coverage

Crime, Property, General Liability, and Umbrella ' $10,000,000
Business Auto _ 1,000,000
Workers Compensation ‘ -~ 1,000,000

New Jersey Unemployment Compensation Insurance

" The Authority has elected to fund its New Jersey Unemployment Compensation Insurance
under the “Contributory Method”. Under this plan, the Authority is required to remit employee
withholdings to the State on a quarterly basis. All of the Authority’s claims are paid by the
State.

Note 10: Post-Retirement Benefits

Basic and Major Medical health benefits for employees and spouse (if applicable), shall continue
~ to be provided by the Authority after an employee’s retirement under the provisions of Chapter 88,
© P.L. 1974, if the employee meets the following prerequisite conditions:

1. Theretired employee shall make full use of Medicare programs to mitigate cost to the
Authority;

and

2. Employee is retired from full time employment with the Authority on a disability
pension; .

or

3. Completed twenty-five (25) years of active service under an eligible pension plan as
covered under N.J.S.A. 52:14-17.28 et seq. NJ State Health Benefits Program and
have accumulated twenty (20) years with the Authority, and have reached the age of
55.

or
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WARREN COUNTY (PEQUEST RIVER) MUNICTPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2009
(Continued)

Post-Retirement Benefits (Cont’d)

4.  Completed fifteen (15) years of active service with the Authority as covered under
- N.J.S.A. 52:14-17.28 et seq. NJ State Health Benefits Program and have attained the
age of 62.

The Authority’s portion of post-retirement benefits is funded on a pay-asfyou-go basis from the
operating budget. During 2009, the Authority had 1 employee who met eligibility requirements
and recognized expenses of approximately $10,115. In 2008, the Authority had 1 employee who

met eligibility requirements and recognized expenses of approximately $10,115.

Intraentity and Interfund Transfers

In the normal course of business, the Authority will from time to time authorize advances between
accounts. During 2009, the Authority transferred $260,045 between restricted and unrestricted
accounts based on the bond provisions. There were no advances outstanding as of December 31,

2009,

Contractual Commitments

The Authority has entered into several contracts in the normal course of its business operations to
provide sewer service for its customers including other local governments. Below is a summary of
the significant contracts or agreements:

e The Authority has a three year contract with Russell Reid for transportation of liquid sludge
for ultimate disposal. The cost for this service is $0.0397 per gallon.

e The Authority has an ongoing contract with Passaic Valley Sewerage Commissioners for
disposal services of residual sludge waste. The cost of this service is $0.035 per gallon from
the Belvidere plant, and $0.038 per gallon from the Authority’s Oxford plant.

e The Authority has a contract with Main Pool & Chemical Inc. for chemicals used in the
process of treating wastewater

e The Authority has sewer service agreements with other local government agencies, namely;

1. The Town of Belvidere

2. Oxford Township

3. The County of Warren

4, Pollution Control Financing Authonty of Warren County
5. White Township

© The Authority holds sewer service agreements with several private entities, namely;

1. Country View Village
2. Windtryst Apartments
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Note 13: Accounts ngab‘le and Accrued Expenses

Accounts payable and accrued expenses were as follows:

2009 ' 2008

Vendors : $ 72,981 $ 82,081
Payroll Deductions Payable ' 2,751 7,002
 Accrued Wages Payable 12,713 16,355
Accrued Interest Payable 60,815 - 64,641
Total . $ 149,260 ~§ 170,079

Note 14: Environmental Matters

The Authority’s past and present daily operations include activities which are subject to extensive
federal and state environmental regulations. Compliance: with these regulations has not had, nor
does the Authority expect such compliance to have, any material effect upon expected capital
expenditures, net income, financial condition or competitive position of the Authority. The
Authority believes that its current practices and procedures comply with applicable regulations,
The Authority’s policy is to accrue environmental and related costs of a non-capital nature when it
is both probable that a liability has been incurred and that the amount can be reasonably estimated.
No such amounts have been accrued in these statements. :

Note 15: Contingencies

The Authority is periodically involved in various lawsuits, claims, ‘and grievances arising in the
normal course of business, including claims for personal injury and personnel practices, property
damage, and disputes over eminent domain'proceedings. In the opinion of the General Counsel to
the Authority, payment of claims by the Authority, for amounts not covered by insurance, in the
aggregate, are not expected to have a material adverse effect on the Authority’s financial position.

The Authority participates in federal and state assisted grant programs. These programs are subject
to financial and compliance audits by the grantors or their representatives. In the opinion of
Authority Management, liabilities resulting from such disallowed expenditures, if any, will not be
material to the-accompanying financial statements.
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SCHEDULE 1
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WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF REVENUE, EXPENSES AND CHANGES IN NET ASSETS
RESTRICTED AND UNRESTRICTED
YEAR ENDED DECEMBER 31, 2009
Restricted Totals (Memo)
Bond Bond Renewal and For the Years Endéed
Reserve Service Replacement General December 31,
‘Unrestricted Account Account Account Account 2009 2008
Operating Revenue:
Sewer Charges $ 1,719,564 $ 1,719,564 $ 1,798,509
Sewer Connection Fees 2,565 2,565 270,439
Other Revenue 17,563 17,563 46,414
Other Revenue-Grey Water 2,308 2,308 2,394
County Contribution 80,000 , 80,000
Total Operating Revenue 1,822,000 > 1,822,000 2,117,756
Operating Expenses:
Costs of Providing Services 1,165,500 1,165,500 1,221,142
Administrative and General 137,682 137,682 165,829
Depreciation 481,547 481,547 479,079
Total Operating Expenses 1,784,729 1,784,729 1,866,050
Operating Income 37,271 37,271 251,706
Nonoperating Revenue
(Expenses): _
Interest Income 21,087 6,848 . 20 9,640 $ 22,735 60,330 98,773
Interest Expense . (256,563) (256,563) (262,696)
Amortization of Debt Issue Costs -

Wastewater Revenue Bonds (11,207) (11,207) (11,207)
Amortization of Debt Issue Costs -

NJ Environmental Infrastructure Loans (5,008) {5,008) (5,008)
Amortization of Bond Premium - 7,603 7,603 . 7,603
Amortization of Loss on Bond Refunding (21,372) (21,372) (21,372)
Amortization of Gain on Loan Refunding 4,123 4,123 4,123
Prior Year Accounts Payable Cancelled 1,271 1,271 287

Income (Loss) Before
Transfers 33,768 6,848 (256,543) 9,640 22,735 *\, (183,552) 62,209

1 3TNAAHOS
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Transfgrs:
Designated per Bond
Sale Provisions
Increase/(Decrease) in Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

SCHEDULE 1

20f2
WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF REVENUE, EXPENSES AND CHANGES IN NET ASSETS
RESTRICTED AND UNRESTRICTED
YEAR ENDED DECEMBER 31, 2009
' (Continued)
o Restricted Totals (Memo)
Bond Bond Renewal and For the Years Ended
Reserve Service Replacement General December 31,
Unrestricted Account _Account ( ‘Account Account 2009 ' 2008
$ 58,664 $ (6,848) $ ~ (40,841) $ 11,760 $ (22,735
92,432 . 7 (297,384) 21,400 -0 $ (183,552) § 62,209
5,606,699 578,531 342,947 -802,467 7,330,644 7,268,435
$ 5,699,131 | $ 578,531 $ 45,563 $ 823,867 5 0 $ 7,147,092 $ 7,330,644
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SCHEDULE 2

1of2
WARREN COUNTY {PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF OPERATING REVENUE AND COSTS FUNDED BY
OPERATING REVENUE COMPARED TO BUDGET
YEAR ENDED DECEMBER 31, 2009
WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED DECEMBER 31, 2008
Budget
2009 After 2009 Excess or 2008
Budget Maodification Actual Deficit Actual
Revenue:
User Charges and Fees N\

(Sewer Treatment Service) $ 2,008,109 $ 2,008,109 $ 71,719,564 $ (288,545) $ 1,798,509
Interest on Investments and Déposits 125,000 125,000 60,330 (64,670) 98,773
Connection Fees 88,419 88,419 . \2,565 (85,854) 270,439
Other Revenue 10,000 10,000 17,563 7,563 46,414
Other Income-Grey Water 2,308 2,308 2,394
County Contribution 80,000 80,000
Rate Stabilization ‘ 343,531 343,531 (343,531)

Total Revenue 2,575,059 2,575,059 1,882,330 (692,729) 2,216,529
Expenses:
Operating Expenses:

Alarm System 3,200 3,200 1,260 1,940 1,260

Service Charges 250 250 250

Chemicals 42,000 42,000 23,838 18,162 38,032

Electricity Expenses 230,000 230,000 222,470 7,530 211,909

Employee Training 5,000 5,000 504 4,496 3,217

Employer Social Security and

Medicare Contribution 40,922 40,922 33,417 7,505 33,914

Employer PERS Contribution 30,900 30,900 30,880 20 23,015

Engineering Expenses . 55,000 55,000 83,667 (30,667) 37,822

Fuel and Gasoline 13,000 13,000 5,231 7,769 9,392

Garbage Disposal 200 200 200

Employer Disability Contribution 1,328 1,328 1,346 (18) 1,215

Insurance 42,000 42,000 30,302 11,698 31,292

Lab Expenses 47,000 47,000 24,917 22,083 39,161

Maintenance Expenses 120,000 120,000 93,201 26,799 93,093

Miscellaneous Consultant Services 2,500 2,500 2,500 2,500

Miseellaneous 4,500 4,500 4,380 120 2,910

Trustee Fees 20,000 20,000 14,025 5,975 9,450

Payroll 480,000 480,000 400,918 79,082 451,269

Permits 24,000 24 000 11,428 12,572 11,755

Postage 2,000 2,000 735 1,265 912

Sludge Disposal 230,000 230,000 170,601 59,399 191,415

Telephone 7.500 7.500 6,468 1,032 6,056

Uniforms, Shoes. etc. 5,700 5,700 2,916 2,784 4,283

Vehicle Expense 4,000 4,000 888 3,112 1,162

Deferred Benefits 13,000 13,000 13,000 12,000

Renewal and Replacement 15,000 15,000 15,000 9,000

Water 500 500 N 108 392 108

Total Operating Expenses 1,439,500 1,439,500 \1,165,50() 274,000 1,226,142




SCHEDULE 2
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WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF OPERATING REVENUE AND COSTS FUNDED BY
OPERATING REVENUE COMPARED TO BUDGET
YEAR ENDED DECEMBER 31, 2009
WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED DECEMBER 31, 2008
) {Continued}
Budget
2009 After 2009 Excess or 2008
Budget Modification Actual Deficit Actual
Expenses: (Cont'd): .
Administrative and General Expenses:
Advertising S 4,600 $ 4,600 5 4,305 3 295 $ 3,358
Hospitalization Insurance 109,800 109,800 87,962 21,838 100,389
Legal and Accounting ' 40,000 40,000 41,903 (1,903) 52,546
Office Supplies 3,800 3,800 2,994 - 806 3,370
Petty Cash : 800 800 518 282 686
Commissioner Seminars _ 480
Total Administrative and ) )

General Expenses 159,000 159,000 137,682 21,318 160,829

Debt Service: :
Bond and Loan Principal 707,245 707,245 707,245 684,917
Interest on Bonds and Loans 269,314 269,314 256,563 12,751 262,696
Total Debt Service Expenses 976,539 976,559 963,808 12,751 947,613

Total-Costs Funded by :

Operating Revenue 2,575,059 " 2,575,059 2,266,990 308,069 2,334,584

Operating Excess (Deficit) Anticipated 3 -0- 3 -0- $ (384,660) 3$(1,000,798) § (118,055)




SCHEDULE 3
WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF WASTEWATER REVENUE BONDS PAYABLE

Maturities of Bonds
Original Interest Outstanding Dec. 31, 2009 Balance Balance

Date Amount Rate Date Amount Jan.1, 2009 Matured Dec. 31, 2009
2003 Issue 09/16/03 $ 5,550,000 3.250% 12/01/10 $ 415,000 $ 3,655,000 $ 405,000 $ 3,250,000

- 3.625% 12/01/11 430,000

4.500% 12/01/12 435,000

N 4.000% 12/01/13 455,000

o 4.250% 12/01/14 475,000

4.125% 12/01/15 535,000

4.250% 12/01/16 505,000
§ 3,655,000 § 405000 § 3,250,000

Balance Comprised of:

Short-Term Portion $ 405,000 § 10,000 $ 415,000
Long-Term Portion 3,250,000 (415,000) 2,835,000

$ 3,655,000 $ (405,000 $ 3,250,000
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SCHEDULE 4
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WARREN COUNTY (PEQUEST RIVER)Y MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE LOANS PAYABLE - TRUST LOAN -
BELVIDERE WASTEWATER TREATMENT PLANT UPGRADE
Maturities of Loans : :
Original Interest Qutstanding Dec. 31, 2009 Balance Balance
Date - Amount Rate Date Amount Jan. 1, 2009 Matured Dec. 31, 2009
Issue of 2002/ 10/15/02 $ 2,100,000 = 5.00% 08/01/10 $ 90,000 $ 1,656,397 § 90,000 $ 1,566,397
" Refunding 5.00% 08/01/11 95,000 » ) : '
Series 2007A _ 5.00% 08/01/12 100,000
5.25% 08/01/13 - 105,000
. 5.25% 08/01/14 - 110,000
5.00% 08/01/15 109,760
5.00% 08/01/16 119,112
5.00% 08/01/17 123,638
5.00% 08/01/18 128,423
5.00%. 08/01/19 137,970
5.00% - 08/01/20 - 142,770
5.00% 08/01/21 - ~147,564
4.75% 08/01/22 157,160

¥ ATNAFHDS
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SCHEDULE 4

Issue of 2003

Balance Comprised of:
Short-Term Portion
~ Long-Term Portion

) : 2 of2
WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE LOANS PAYABLE - TRUST LOAN -
BELVIDERE WASTEWATER TREATMENT PLANT UPGRADE
Continued
Maturities of Loans
Interest - Outstanding Dec. 31, 2009 Balance

Rate Date Amount Jan, 1, 2009 “ Dec. 31, 2009

$ 1,050,000 3.00% 08/01/10 $ 45,000 $ 850,000
. 5.00% 08/01/11 45,000
5.00% 08/01/12-13 50,000
5.00% 08/01/14 -55,000
4.00% 08/01/15 55,000
4.00% 08/01/16 60,000
4.20% 08/01/17 60,000
4.25% 08/01/18 65,000
5.00% 08/01/19 65,000
5.00% 08/01/20 70,000
4.50% 08/01/21 75,000
4.75% 08/01/22 75,000
4.75% 08/01/23 - 80,000

$ 2,551,397 ° S 2,416,397

b 135,000

© (135,000) 2,281,397
$ 2,551,397 3 2,416,397

¥ TINATHOS
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Issue of 2002

SCHEDULE 5
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WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE LOANS PAYABLE - FUND LOAN -
BELVIDERE WASTEWATER TREATMENT PLANT UPGRADE
Maturities of Loans
Original Interest Outstanding Dec. 31, 2009 Balance Balance
Date Amount Rate Date Amount Jan: 1,2009 Matured Dec. 31, 2009
10/15/02 $ 2,200,000 0.00% 2/1/10 26,459 $ 1,576,260 $ 114,562 $ 1,461,698
- A 8/1/10 85,167
2/1/11 24,992
- 8/1/11 86,961
21112 23,442
8/1/12 88,673
2/1/13 - 21,811
8/1/13 " 90,304
2/1/14 20,014
~8/1/14 91,767
2/1/15 18,130
8/1/15 93,145 )
2/1/16 16,255 -
8/1/16 97,793 |
21117 14,216 e
8/1/17 99,016
2/1/18 12,096 ‘
8/1/18 100,158 i
2/1/19 9,895 ‘
8/1/19 104,479
2/1/20 7,530
8/1/20 105,376
2/1/21 5,084
8/1/21 106,192
2/1/22 2,556
. 8/1/22 110,187

ciol
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. WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF NEW JERSEY ENVIRONMENTAIL INFRASTRUCTURE LOANS PAYABLE - FUND [LOAN -
BELVIDERE WASTEWATER TREATMENT PLANT UPGRADE
Continued
Maturities of Loans
Original Interest Outstanding Dec. 31, 2009 Balance Balance
Date Amount Rate Date Amount Jan. 1,2009 Matured ~ Dec. 31, 2009
Issue of 2003 10/15/03 3 1,004,515 0.00% 2/1/10 B 11,864 $ 644,107 $ 52,683 . § 591,424
8/1/10 39,441 - : :
2/1/11 11,450
8/1/11 39,027
211112 10,761
8/1/12 41,402
2/1/13 9,995
8/1/13 40,636
2/1/14 i 5,229
8/1/14 42,934 : e
2/1/15 8,386
8/1/15 42,091. : 4 /
2/1/16 ) 7,712
8/1/16 44,481 - A ’
2/1/17 6,977 :
8/1/17 43,746
2/1/18 6,205
8/1/18. 46,038
2/1/19 5,358
8/1/19 45,191
2/1/20 4,362
8/1/20 . 47,259
2/1721 3,290
8/1/21 23,589
$ 2,220,367 $ 167,245 $ 2,053,122
Balance Comprised of:
Short-Term Portion ' $ 167245 8  (4314) $ 162,931
Long-Term Portion : 2,053,122 (162,931) 1,890,191

$ 2220367 $ (167,245) § 2,053,122
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- SINGLE AUDIT SECTION




WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAI AWARDS
YEAR ENDED DECEMBER 31, 2009 '

NOT APPLICABLE

WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF EXPENDITURES OF STATE AWARDS
YEAR ENDED DECEMBER 3‘1. 2009

NOT APPLICABLE

SEE ACCOMPANYING NOTES TO THE SCHEDULES OF EXPENDITURES OF FEDERAL AND STATE AWARDS



200 Valley Road, Suite 300
Mt. Arlington, NJ 07856
Phone: 973-328-1825

Fax: 973-328-0507

tl

DCCTR & CONPRNY (10

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

11 Lawrence Road
Newton, NJ 07860
Phone: 973-383-6699
Fax: 973-383-6555

‘ Independent Auditors' 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

The Honorable Chairman and Members
of the Warren County (Pequest River)
Municipal Utilities Authority
Belvidere, NJ

We have audited the financial statements of the Pequest River Municipal Utilities Authority in the County of
Warren (the "Authority") as of, and for the years ended, December 31, 2009 and 2008, which collectively
comprise the Authority’s basic financial statements and have issued our report thereon dated March 6, 2010.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America, audit requirements prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey, and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Authority’s internal control over financial reporting
as a basis for designing our -auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing our opinion on the effectiveness of the Authority’s internal
contro! over financial reporting. Accordingly, we do not express an op1mon on the effectiveness of the.
Authority’s internal eontrol over financial reporting.

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 a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the Authority’s
financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of the internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above,

MEMBER OF BKR INTERNATIONAL » FIRMS IN PRINGIPAL CITIES WORLDWIDE
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’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 reported to management
in the comments and recommendations section of this report.

This report is intended solely for the information and use of management, the Chairman and Members of the
Pequest River Municipal Utilities Authority, others within the Authority and to meet the requirements for
filing with the Division of Local Government Services, and federal and state awarding agencies and pass-
through entities, and is not intended to be and should not be used by anyone other than these specified
parties. :

Mount Arlington, New Jersey NISIVOCCIA & COMPANY LLP
March 6, 2010 p

M/%‘- ///7 W»

William F. Schroeder
Registered Municipal Accountant #452
Certified Public Accountant.




WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2009

Summary of Auditors’ Results:

- Anunqualified report was issued on the Authority's financial statements.

-~ The audit did not disclose any noncompliance that is material to the financial statements of the
Authority. '

- The audit did not disclose any material weaknesses in the internal controls of the Authority.

- The Authority was not subject to the single audit provisions of Federal OMB Circular A-133 and New
Jersey OMB Ciicular NJOMB 04-04, Single Audit Policy for Recipients of Federal Grants, State
Grants, and State’ Aid for 2009 as grant expenditures were less than the single audit thresholds of
$500,000 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 not disclose any ﬁndings required to be reported under Generally Accepted Government
Auditing Standards. '

Findings arid Questioned Costs for State Awards:

- - Not applicable as there were no state award expenditures.

Findings and Questioned Costs for Federal Awards:

- Not applicable since there were no federal award expenditures.



WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2009

The Authority had one finding during the prior year relating to the segregation of duties (2008-1) which was
resolved during 2009.
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WARREN COUNTY (PEOUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
' COMMENTS AND RECOMMENDATIONS s

Contracts and Agreements Required to be Advertised Per N.J.S. 40A:11-4 et seq.

N.J_.S. 40A:11-3 states:

a. " When the cost or price of any contract awarded by the contracting agent in the aggregate does not
. exceed in a contract year the total sum of $17,500, the contract may be awarded by a purchasing agent when
so authorized by ordinance or resolution, as appropriate to the contracting unit, of the governing body of the
contracting unit without public advertising for bids, except that the governing body of any contracting unit
may adopt an ordinance or resolution to set a lower threshold for the receipt of public bids or the solicitation
of competitive quotations. .If the purchasing agent is qualified pursuant to subsection b. of section 9 of P.L.
1071, c.198 (C.40A:11-9), the governing body of the contracting unit may establish that the bid threshold
may be up to $25,000. Such authorization may be granted for each contract or by a general delegation of the
power to negotiate and award such contracts pursuant to this section.

b. Any contract made pursuant to this section may be awarded for a period of 24 consecutive months, except
that contracts for professional services pursuant to subparagraph (i} of paragraph (a) of subsection (1) of
section 5 of P.L. 1971, ¢.198 (C.40A: 11-5) may be awarded for a period not exceeding 12 consecutive
months. The Division of Local Government Services shall adopt and promulgate rules and regulations
concerning the methods of accounting for all contracts that do not coincide with the contracting unit’s fiscal
year.

c. The Governor, in consultation with the Department of the Treasury, shall, no later than March 1 of every
fifth year beginning in the fifth year after the year in which P.L.1999, ¢.440 takes effect, adjust the threshold
amount .and the higher threshold amount which the governing body is permitted to establish, as set forth in
subsection a. of this section, or the threshold amount resulting from any adjustment under this subsection, in
direct proportion to the rise or fall of the index rate as that term is defined in section 2 of P.L.1971, ¢.198
(C.40A11-2), and shall round the adjustment to the nearest $1,000. The Governor shall, no later than June 1
of every fifth year, notify each governing body of the adjustment. The adjustment shall become effective on
July 1 of the year in which it is made.”

N.J.S. 40A: 11-4 states: “Every contract awarded by the contracting agent for the provision or performance
of any goods or services, the cost of which in the aggregate exceeds the bid threshold, shall be awarded only
by resolution of the governing body of the contracting unit to the lowest responsible bidder after public
advertising for bids and bidding therefore, except as is provided otherwise in this act or specifically by any
other law. The governing body of a contracting unit may, by resolution approved by a majority of the
governing body and subject to subsections b. and c. of this section, disqualify a bidder who would otherwise
be determined to be the lowest responsible bidder, if the governing body finds that it has had prior negative
experience with the bidder.” '

The bid threshold in accordance with N.J.S. 40A:11-3 and 40A:11-4 (as amended) is $21,000.00 and with a
qualified purchasing agent the threshold may be up to $29,000.00.

The minutes indicated that resolutions were adopted authorizing the awarding of contracts or agreements for
"Professional Services", per N.J.S. 40A:11-5.




WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY. \1‘5
COMMENTS AND RECOMMENDATIONS ;

(CONTINUED) \\

Contracts and Agreements Required to be Advertised Per N.J.S. 40A:11-4 et seq. (Cont’d)

Inasmuch as the system of records did provide for an accumulation of payments for categories for the
performance of any work or the furnishing or hiring of any materials or supplies, the results of such an
accumulation could not reasonably be ascertained. Disbursements were reviewed, however, to determine
whether any clear-cut violations existed. None were noted.

Corrective Action Plan

The Authority initiated a corrective action plan to resolve comments and recommendations from the 2008
audit report. The one recommendation from the 2008 audit report has been resolved and is not included in
the current year recommendations.

j




WARREN COUNTY (PEQUEST RIVER) MUNICIPAL UTILITIES AUTHORITY
SUMMARY OF RECOMMENDATIONS

There were no recommendations during 2009.
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