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WILLIAM KATCHEN

CERTIFIED PUBLIC ACCOUNTANT. LLC

596 ANDERSON AVE., SUITE 303
CLIFFSIDE PARK, NEW JERSEY 07010
(201) 9434449
FAX# (201) 943-5093

INDEPENDENT AUDITOR’S REPORT

The Board of Commissioners
Secancns Municipal Utilities Authority
Secaucus, New Jersey

I have audited the accompanying financial statements of the Secaucus Municipal Utilities Authority
(A Component Unit of the Town of Secaucus) as of and for the years ended December 31, 2011 and
2010, as listed in the accompanying table of contents. These financia! statements are the
responsibility of the management of the Secaucus Municipal Unlities Authonty. My responsibility is
to express an opinion on these comparative financial stalements based on my audits.

[ conducted my audits in accordance with United States Generally Accepted Auditing Standards and
Government Auditing Standards issued by the Comptroller General of the United States. Those
standards require that I plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial staiements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. [ believe that my andits provide a reasonable
basis for my opinion.

In my opinion, the financial statements referred to above present farly, mn all matenal respects, the
respective financial position of the Secancus Municipal Utilities Autherity as of December 31,2011
and 2010, and the respective changes in financial position and cash flows, thereof for the years then
ended in conformity with generally accepted accounting principles in the United States of Amenica.

In accordance with Government Auditing Standards, I have also issued my report daied June 25,
20312 on my consideration of the Secaucus Municipal Utilities Authonty’s internal control over
financial reporiing and on my tests of its compliance with certain provisions of law, regulations,
contracts, grant agreements and other matters. The purpose of that report is to describe the scope of
testing of internal control over financial reporting and comphance and 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 my and:it.



The Board of Commissioners
Secaucus Municipal Utilities Aunthority

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages six (6)
through eleven (11) to be presented to supplement the basis financial statements. Such information,
although not a part of the basis financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. 1 have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to my inquiries, the basic financial statements, and other
knowledge I obtained during our audit of the basis financial statements. 1 do nct express an opinion
or provide any assurance on the information because the limited procedures do not provide me with
sufficient evidence to express an opinion or provide any assurance.

My audit was conducted for the purpose of forming an opinion on the basic financial statemenis of
the Secaucus Municipal Utilities Authority taken as a whole. The supplementary scheduies histed in
the table of contents are presented for purposes of additional analysis as required U.S. Ofiice of
Management and Budget Circular A-133, “Audits of States, Local Governments, and Non-Profit
Organizations” and is also not a required part of the financiai statements. The other schedules as
listed in the table of contents are presented for purposes of additional analysis and are not arequired
part of the basic financial statements of the Secaucus Municipal Utilities Authority. Such
information is the responsibility of management and was derived from and related direcily to the
underlying accounting and other records used to prepare the financial statements. The information
has been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directiy to the
underlying accounting and other records used to prepare the financiai statements or 1o the financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In my opinion, the information is fairly stated in
all material respects, in refation to the financial statements as a whole.

1lham Kalc
Certified|Public Accountant, LLC
June 25, 2012




WILLIAM KATCHEN

CERTIFIED PUBLIC ACCOUNTANT, LLC

586 ANDERSON AVE., SUITE 303
CLIFFSIDE PARK, NEW JERSEY 07010
{201} 9434445
FAX#H {201} 941-5039

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 Board of Commissioners
Secaucus Municipal Utilities Authonty

Thave audited the financial statements of the Secaucus Municipal Utilities Authority; New Jersey (A
Component Unit of the Town of Secaucus) as of and for the years ended December 31, 2011 and
December 31, 2010, and have issued my report therzon dated June 25, 2012. [ conducted my audit in
accordance with auditing standards generally accepted in the United States of Amenca and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptrotler General of the United States.

Intemmal Contrel over Financial Reporting

Management of the Secaucus Mumcipal Utihities Authority is responsible for establishing and
maintaining effective intemal control over financial reporting. In planning and performing my audit,
I considered the Secaucus Municipal Utilities Authornity’s intemal control over financial reporting as
a basis for designing my auditing procedures for the purpose of expressing my opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of
Secancus Municipal Utilities Authority’s internal conteol over financial reporting. Accordingly, Ido
not express an opinion on the effectiveness of the Secancus Municipal Utilities Authonty’s internal
control 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 misstatementis on a timely basis. A material wealness is a deficiency, or
combination of deficiencies, in intemmal control such that there is reasonable possibility that a
material misstatement of the entity’s financial statements wili not be prevented, or detected and
corrected on a timely basis.

My consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in internal
control that might be deficiencies, sigmficant deficiencies or material weaknesses. [ did not identify
any deficiencies in infernal control over financial reporting that I consider to be material weaknesses,
as defined above.



The Board of Commissioners
The Secaucus Municipal Utilities Authority

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Secaucus Municipal Utilities
Authority’s financial statements are free of material misstatement, I performed tests of ils
compliance with certain provisions of laws, regulations, comtracts 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 my audit and, accordingly, 1 do not express such an opinicn. The results of my tests
disclosed no instances of noncompliance or other matiers that are required to be reported under
Government Auditing Standards.

This report is intended solely for the information and use of the Secaucus Municipal Utilities
Authority’s management, Commissioners and bondhelders, appropriate State awarding agencies and
pass-through entities and is not intended to be and shounld not be used by anyone other than these
specified parties.

Wy

Certified hc Acgcountant, LLC
June 25, 2012



SECAUCUS MUNICIPAL UTILITIES AUTHORITY
{A Component Unit of the Town of Secaucus}

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2011

As management of the Secaucus Municipal Utilities Authority, we offer the Authority’s financial
statements, this narrative overview and analysis of the Authority s financial performance during the
fiscal years ended December 31, 2011 and 2010. Please read this analvsis in confunction with the
Authority’s financial statements, which follow this section.

OYERYIEW OF THE FINANCIAL STATEMENTS

This annual report includes this management discussion, the independent auditor’s report and the
basic financial statements of the Authority. The financial statements also include notes that explain
i more detail the information included in the financial statements.

REQUIRED FINANCIAL STATEMENTS

The financial statements of the Authonlty report information of the Authority using accounting
methods similar to those used by private sector companies. These statements offer short- and long-
term financial information about its activities. The Statement of Net Assets includes all of the
Authority’s assets and habilities and provides the basis for evaluating the capital structure of the
Authonty and assessing the liqumdity and financial flexibility of the Authority.

All of the current year’s revenues and expenses are accounted for in the Statement of Revenues,
Expenses and changes in Net Assets. This statement measores the results of the Authornity’s
operations over the past year and can be used to determine whether the Authority has recovered all
its costs through its service charges from the Township of Secaucus, connection and user fees and
other charges, operational stability and credit worthiness.

The final required financial staternent 1s the Statement of Cash Flows. This staternent reports cash
receipis and cash payments, and net changes in cash resuiting from operations, investing and
financing activities and provides answers to such questions as what operational sources provided
cash, what was cash used for and what were the change in cash balances during the reporting period.



SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secaucus)

MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

FINANCIAL ANALYSIS OF THE AUTHORITY

One of the most important questions asked about the Anthority’s finances is “Is the Authonty as a
whole better able to fulfiil its mission as a result of this year's activity?” The Statement of Net
Assets, and the Statement of Revenues, Expenses and Changes in Net Assets report information
about the Authority’s activities in a way that will help answer this question. These two statements
report net assets of the Auvthority and the changes in those assets. The Authoniy’s net assefs less the
difference between assets and liabilities are one way to measure financial health or financial position.

Over time, increases or decreases in the Authority’s net assets are an indicator of whether its
financial health is improving or deteriorating. However, consideration should be given to other non-
financial factors such as changes in economic conditions, population growth, development and new
or changed government regulations.

A summary of the Authority’s Statement of Net Assets is presented in the following table:

Condensed Statement of Net Assets

FY Fy Dollar
2011 201 Change
Current and other Assets 53,361,446 $3,935,464 ${574.018)
Capital Assets, net 4,493,942 4455143 31,799
Total Assets 7,852 388 8,394,607 {542.2119
Debt QOutstanding 4,408,360 4,468,268 59,908
Other Liabilities 2,480,983 2,593,392 112,409
Total Liabilities 6,889,343 7.061.660 172317

Total Net Assets 06 5 2 947 369 507



SECAUCUS MUNICIPAL UTILITIES AUTHORITY

(A Component Unit of the Town of Secaucus)

MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

A condensed version of the Authoriiy’s Statement of Revenues, Expenses and changes in Net Assets
is presented in the following table:

Operating revenues
Nonoperating Revenue
Total Revenues

Administrative and General
Expense

Cost of Providing Services
Expense

Depreciation, Amortization &
Post Employment Benefit
Expense
Interest Expense
Total Expenses
Changes in Net Assets

Beginning Net Assets

Ending Net Assets

While the Siaiement of Net Assets shows the change in financial position of net assets, the Statement
of Revenues, Expenses and changes in Net Assets provides answers as to the nature and source of
these changes. Asnoted in the above table, net assets decreased by $369,902 at December 31, 201 1.

The Authority’s total revenue decreased by $565,310 to 54,037,801 in 2011 from $4,603.111

FY
2011

$3,810,985
226,816

4,037,801

441,209

2,847,120

99,893

119,481
4,407,703

(369,902}

1,332,947

$£963.045

Condensed Statement of Revennes,
Expenses and Changes in Net Assets

FY
010

[

$2,578,534
_2.024.577

4,603,111

649,296

2,606,474

931,513

1.020.376

1,332,947

Dollar
Change

51,232,451

{1,797.761;

(565,310)

208,087

(240,646)

(68,38(0)

{16.224)
(L17.163)
(082473)

312,57

$ 365902

2010 due to decreased Town funding and reduced connection and user fees.



SECAUCUS MUNICIPAL UTILITIES AUTHORITY

(A Component Unit of the Town of Secaucus)

MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

BUDGETARY HIGHLIGHTS

The Authority prepares and submits an annual operating budget to the State of New Jersey, which

approves the budget for adoption by the Authonity.

The following iable provides a 2011 budget to actual comparison:

Budget
Revenues:

Operations
Nonoperating
Fund equity - appropriated

Operating Expenses:
Administration:
Salaries and Wages
Fringe Benetfits
QOther Expenses
Total Administration
Cost of Providing Services:
Salaries and Wages
Fringe Benefits
Other Expenses
Capital Purchase
Total Cost of Providing Services
Total Operating Expenses

Debt Service and Reserves:
Repair and Replacement Reserve
Interest on Bonds
Bond Principal
Total debt service

Budget Vs. Actual

FY)11

Budget

$3,720,389
15,000

323 873
4,059,262

249,090

B7.200
257.873
394.163

1,013,910
692,800
1,421,370
150.G0D
3278080

$3 872243

15.750
111,360
59.90%
187,019

Actual Variance
$ 3,810,985 ¥ (90,596)
226,816 (211,816)
- 323 873
A,037.801 (21,461)
169,185 79,905
104,111 {16,911)
167,913 33,960
441,209 152,954
968,911 44,999
589,964 102,836
1,288,245 133,125
122,634 27,366
2,969,754 308,326
$3410963  $461,280
15,750 -
119,481 (8,121)
59.909 -
$195,140 $ (8,121}



SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Componpent Unil of the Town of Secaucus)

MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED
CAPITAL ASSETS

Atthe end of 2011, the Authority had invested $57,341.479 in capital assets before an allowance for
depreciation of $52,850,538.

Capital Assets
FY FY Dollar

2011 2010 Change
Treatment Plant and Pumping Stations % 56,843,202  § 56,029,448 $ 213,754
Vehicles 228,970 228,970 -
Machinery, Equipment, Fumiture and Fixtures 269,308 236,964 32,344
Total Property, Plant and Equipment 57.341,480 57.095,332 246,098
Less: Accumulated Depreciation (52,850,538 {52.636,239) {214,299)
Net Property, Plant and Equipment £ 4490942 § 4459143 $31,799

DEBT ADMINISTRATION

The Authority has prepared an altemative measurement calculation to comply with GASB 45 and
GASB 43. The resuits of this calculation are an unfunded liability and restriction of unrestricted net
assets.

The annual service charge paid to the Authority by the Town of Secaucus as well as other sources of
revenue provide for payments of the current years debt service.

Revenue bonds (Series 2010}, including accrued interest, outstanding at December 31, 2011
amounted to $3,141,753 (principal of $3,135,000 and interest of $6,753).

More detailed information on the Authority’s long-term debt lizbilities is presented in note 7 of the
financial statements.

The Authority during 2010 obtained two (2} loans in the amount of $1,356,541 from the New Jersey
Environmental Infrastructure Trust. The first loan, in the amount of $670,000, requires repayment of
principal and interest. The second loan, in the amount 0f $686,541, is principal only. The principal
and interest loan, including accrued interest, outstanding at December 31, 2011 amounted to
$656,431 (principal of $645,000 and interest of $11,431). The principal only loan, outstanding at
December 31, 2011 amounted to principal of $628,359.

The Authority, under the American Recovery and Reinvestment Act, received a grant from the State
of New Jersey in the amount of $1,373,082 in 2019. These funds are to be used for capital
improvements consisting of building costs, engineering, plamdesign fees, legal and administrative
fees.

10



SECAUCUS MUNICIPAL UTILITIES AUTHORITY
{A Component Unit of the Town of Secaucus})

MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

ECONOMIC FACTORS, FUTURE YEARS BUDGETS AND RATES

The Commissioners and management of the Authonity consider many faciors when prepaning each
year’s budget and service charges. Two of the main factors are growth in users of the Authority’s
system and new regulations issned by the State and Federal Governmenis. Growth of users will
result in additional connection fees while changes in regulations may result in increased expenses.

CAPITAL PROJECTS

The Authority has completed various capital improvement projects primarily funded through the
NJEIT. It is anticipated that capital projects amounting to approximately $150,000 wil} be funded
through the operating budget in 2012. The Authority has applied for an NJEIT loan in the amount of
approximately $450,000 to acquire a Jet Vac truck. The application is in process at the NJEIT.

CONTACTING THE AUTHORITY

This financial report is designed to provide residents of the Town of Secaucus and creditors with a
general overview of the Authority’s finances and to demonsirate the Authority’s accountability for
the fees it receives. If you have any questions about this report or need additional information,
contact the Secaucus Municipal Utihities Authority, 1160 Koeille Boulevard, Secaucus, New Jersey
07094,

11



Aszets

Current Asgeta:
Cash and Cash Equivalents
Accounts Receivable
Other Reccivable
Interfund
Loan Reccivable

Total Current Assets

Prupertly, Plant and Equipment;
Property, Plant and Equipment
Less Accumulated Deprecialion

et Property, Plant and Equipment

Other Assets

Deferred Financing Costs

Less: Accumu)ated Amortization
Total Other Assets

Tota)] Assels

See accompanying noles Lo finaneinl statements,

Papge 12
SECAUCUS MUNICIPAL UTILITIES AUTHORITY

(A Component Unit of The Town of Secaucus)
Statements of Net Assets

Ay of December 31, 2011 and 2010

2011 2010
Unrestricled Restristed Total Unrestricted  Restricled Total
F 2,081977 592,718 § 2674695 § 1,514,999 § 1,100,974 % 2,615,973
43,179 U 43,179 64,791 L 64,791
1,664 SETURPPRROR 1,664 - - B
207,784 T 207,784 113,948 - 113,948
.. 325,859 325,859 - 833,641 833.641
2,334,604 918,577 3,253,181 1,693,738 1,100,974 3.628.353
1,534,215 55,807,265 57341480 1,411,581 55,083,801 57,095,382
(6452621 (52,205.276) (52.850,538) (372,938) (52,063,301 (52,636,239)
388 933 3,601,989 4,490,942 838,643 3,620,500 4,459,143
o 309,520 309,520 323,912 3z3ng
" (201,255 (201,255) (16,801 (16,801)
108,263 108,263 L 307,111 Jo7an

3 3,223,537 $ 4,628,831 § 7,832,388 § 2532381 § 5028586 § 3.304.607




Page 13
SECAUCUS MUNICIPAL UTILITIES AUTHORITY

{A Component Unit of The Town of Stcaucus)
Statemcnts of Net Asscis

As of Decembier 31, 2011 and 2010

2011 2010
Unizstrigted Restricted Total Uncestricted  Restricted Total
Liabilitiez and Net
Assets (Accumulated Deficit)

Current Liabilities:

Accounts Payable 5 311,943 61,384 § 373,327 % 290,057 1,114,996 % 1,405,053

Payroll Related Payables 143,452 - 143,452 131,798 - 131,798

Accrued Interest Payable - 18,184 18,184 - 18.93% 18,938
- Compensated Absences 101,843 - 101,843 106,215 - 106,215

Dreferred Revenue 538,719 - 538,719 307,996 - 307.996

Escrow Payable 66,694 - 66,694 70,604 - 79,604

Bonds und Loans Payable . 495,000 495,000 - 59,909 59909

Interfund - 207,784 207 784 " 113,948 113,948
Total Current Liabilitics 1,162 651 782352 1,945 003 915,670 1,307,791 2,223,461
Noncurrent Liabilities:

Postempipyment Benefits other than Pensions 1,030,980 1,030,980 429,840 . 429,840

Bonds and Joung Puyuble . 3.913,360 3.913 360 " 4,408,359 4,408,359
Total Nop Current [iabilitias 1,030,980 3913350 4,944 340 429 840 4,408,359 4,838 100
Total Liabilitics 2,103,631 4,695,712 6,880,343 1,345,510 3,716,150 7,061,660
Net Asscry:

Invested in ¢apital asscw, net of velated deby 888,933 (806,371) 82,582 838,643 (Ba7,768) (9,125)

Restricied “ 735490 739,490 “ 993,844 993,844

Unrestricted 140,973 . 140,973 348,228 348,228
Totul Nel Asgets 1,029,926 (66, BA1Y Yo 045 1, 186471 146,076 1,332,947

§ 3223557 § 4628831 % 7852388 5 2,332381 5 5862226 § R 394 607

See accompanying notes to financial statgmenls,



Operating Revenues:
Revenue from Town of Secaucus
Sewer Connection/User Fees
Total Operating Revenves

Opcrating Expenses:

Administrative and General

Cust of Providing Services

Posi employment benefits other than pensions
Toial Operating Expenses

Omernling Income (Joss)
Nonopersting Income (Txpenses):
Revenue Debt Service

Interest and Miscollaneous Dngome
Cram - ARRA

Interest Expense
Depreciation and Amortization

“T'otal Nonoperating income (expenses)

Met Qperating Gain/(Loss)

Met Assets, January |
MNet Agscts, Decomber 31

See accompanying nates to financial statements,

SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of The Town of Secaucus)

Statements of Revenues, Expenses und Changes in
Net Assers

Years ended December 31, 2011 and 2010

2011 2010

Unrestricted  Regtictad Total Unrestricted  Restricted Total
§ 3287050 % 15750 3 3,300,609 § 2303360 3 15,750 § 2319110
507,376 - 507,376 259,424 - 259.424
3795215 13,750 1810985 2.562.784 13,750 2,578,534
a41,200 . 441,209 649,296 “ 649,296
2,847,120 “ 2.847.120 2,606,474 “ 2,606,474
601,140 601,140 214,920 . 214,920
1,889 460 . 3,880 468 3 470,690 « 3,470,690
(94,234} 15,750 {IR483) (907,906 13,750 (892.136)
. 214,780 216,780 . 615,140 635,140
9,613 423 10,036 15,802 553 18,355
“ " " . 1,373,082 1,373,082
. {(119,481) (1194813 . {103,257) (103.257)
(72,324) (326,429 (398,753) (60,5723 (656,021) (716,593)
(62.711) (228,707) (201 418) {44.770) 1,249,497 1,204,727
(156,945) (212,957) (369,901) (952.676) 1,265,247 312,571
1,186 871 146,076 1,332,947 2,139,547 (1,119.171) 1,020,376

§ 1029926 § {66,881) § 963,046 §

1,186,871 §

146,076 §

1.332.547

Fage 14



Page 15
SECAUCUS MUNICIPAL UTILITIES AUTHORITY

(A Componett Unit of The Town of Secaucus)
Statements of Cash Flows

Years ended December 31, 2011 and 1010

2011 2010
Unrestricted Eeeatricted Total Uncestrieted Restricted Touwl
CASH FLOWS I'ROM OPERATING ACTIVTTIES
Exgess of (sXprmses 0wz mvatiicy) /, Ievenues, aver, expeinsea 5 (156,945) § (212,957) 5 {369,902) § (952,676) § 1,265,247 § 315
Depreciation and amortizalion sxpense 5 2,34 § 326,429 § 398,753 % 60,5721 $ 456,021 715,593
Adjustments to Reconcile Net Revenne (Loss) tiom

HNet canh, provided (used) by, operating, activitics:

Changes in assets and labilitics:

Decrease (Incrzass) in accomnis and othiy reccvables § 19,048 % - -] 19,548 % 30,556 % (833,641) § (R03,045)

Decrease (Increase) inloan receivable L ) 507,742 507,782 e 670,606 670,606

Increase {Decrease) in accounts payable 21,886 {1,053,612) . {1,031,726) (53,151) (53,151

Increass (Decrease) in payroll related payablos 11,654 [PTRT 11,654 120,194 120,194

Tnereass (Meercaze) in interfund (93,%36) 93,436 e m (65,757) 65,757 L -

Increase. (Decroase) in acorusd inlsrest payables L - (753) (753 . = 5672 5,672

Tnnerease (Decreage) in compensated absences (4372 (4,372) (463) . 0 (463)

Increase {Decroase) in post employment benefiti 601,140 - 601,140 214,920 214,920

Increase (Decrease) in deterred credits 23,723 [RTTTRTE 230,723 (46, 7H) - (46,774)

Increase, (Doctease) in cacrow. payable (12,9109 - (12,910} Gy (9,971

........... Total adjustments § 774333 § (452,747) $ 321,486 $ 189,553 8 (51,606) § 97,947

et cach provided | by operating activities 5 689612 % (335,275) 3 350,337 § (T2,551) % 1,879,662 § 1,127,111
Cash Flows from lrvesting Activities:

Capital Additions {122,614) (123,464) (ag, 09%) (137,149 {1,640 4953 {LB17.645)
Net Cash, (Used for) Tnvesting Activitiza {122,634) (1234643 (246.0an) {137,149 (1,6R0,4%4) (117,645
Cngh Flows from Financing Activitic«:

Loan Proceeds « MIELT REPRPRTR Y TR L " - 1,356,541 1,356,541

Bond Proceeda 3,114,622 3,114,622

Trincipal prymets made T . RPN v 23,273) (23,273)

Dond i, gosta RO 14,392 14,392 . {122,30%) (122,309

Bond prinsipal paymsnt N, R A1) ) (LN - (3.814,813) (3,514,813
Nt Cash (Used for) Finaneing Activitivg " " (455170 [CEXLE) - 210,768 1,430,820
Net Increase. (Decroas} in Cash 566,59 (308,256) 84,722 (839,700) 949,934 120,234
Cauly and cash equivalents - Beginning of Year 1,514,009 1,100,874 2615,973 2,354,640 141,040 2,403,739
Cagh and ¢ash vquivalenu « Und of Year § 2081977 ¢ o2 TR § 2,674,605 % 1,514,000 § 1,100,974 5 £613.973

Seg accernpanymy notes o finannial satementa,

Supplemenial Disslopurs
Inlarest paid $ ll?ldﬁl lUJIZST



SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND 2010

1. Summary of Significant Accounting Policies:

The accounting policies of the Secaucus Municipal Utiiities Authority conform to generally
accepted accounting principles applicable to government entities. The following is a summary of
the more significant policies:

Reporting entity

The Secaucus Municipal Utilities Authority ("the Authority™) was created by an ordinance of the
Council of the Town of Secaucus on March 14, 1978. The Authority was created as a Municipal
Utilities Authority under Chapter 183 of the laws of 1857. Under the bond indenture of the
Sewer Revenue Bonds, Series of 1979, certain funds and distribution of revenue were established
funds were medified by the Sewer Revenue Refunding Bonds of 1984, the Series A and B Bends
of 1987, the Series C Bonds of 1988, the Senies D Bonds of 1991, the Series A and B Bonds of
1994, the Series A and B Bonds of 2003 and the Series 2010 Bonds. The Authority services the
Town of Secaucus. The Board of Commissioners is comprised of five members chosen by the
Mayor and Council of the Town of Secaucus. Accordingly, the Authority is considered a
component unit of the Town of Secaucus.

Basis of Accounting

The financial statements of the Authority are prepared under the accrual basis of accounting in
order to recognize the flow of ecomomic resources. Under the accrual basis of accounting,
{ransactions are recognized when they occur, regardless of when cash is received or disbursed.
Revenues and expenses are recognized on the accrual basis, with revenues recognized m the
accounting period in which they are earmed (except for deferred revenue) and become
measurable, and expenses recognized in the period incurred, if mezsurable. Operating revenue
and expenses consist of those revenue and expenses that result from ongoing principal operations
of the Authority. Non-cperating revenue and expenses consist of those revenues and expenses
that are related to financing and investing activitics and result from non- exchange transactions or
ancillary activities. All assets, liabilities, net assets, revenue and expenses are accounted for
through a single enterprise fund for the pnmary government.

The major sources of revenue are payments from the Town of Secaucus, sewer connection and
user fees and interest income. Non-operating revenue and expenses consist of those revenues
and expenses that are related to financing and investing activities and result from non - exchange
transactions or ancillary activities.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2011 AND 2010

1. Summary of Significant Accounting Policies: (Continued)

Report Presentation

The Authority adopted the provisions of Govemment Accounting Standards Board Statement
No. 34, “Basic Financial Staiements and Management Discussion and Analysis for State and
Local Governments.” Statement No. 34 established standards for external financial reporting for
all state and local government entities, which includes a statement of net assets, a statemeni of
revenue, expenses and changes in net assets, and a statement of cash flows.

Also, the Authority adopted the provisions of Statemeni No. 37 “Basic Financial Statement and
Management’s Discussion and Analysis for State and Local Governments” and Statement No. 38
“Certain Financial Staiement Note Dhsclosures.”

Govemment Accounting Standards Board Statemaent No. 34 requires the classification of net
assets into three components: invested in capital assets, net of related debt, restricted net assets
and unrestricted net assets. These classifications are defined as follows:

* Invested in capital assets, net of related debt - This compenent of net assets consists of capital
assets, including restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mortgages, noies, or other borrowings that are attributable to
the acquisition, construction, or improvement of those assets.

* Restricted - This component of net assets consists of consiraints placed on net assets use through
external sources (such as debt covenants), grantors, contributors, or laws or regulations of other
governments or constraints imposed by law through constitutional provisions or enabling
legislation. It includes funding and use of the repair and replacement fund.

* Unrestricted net assets - This component of net assets consists of net assets that do not meet the
definition of “restricted™ or “invested in capital assets, net of related debt.”

The adoption of Statement No. 34, Statement No. 37 and Statement Ne. 38 has no significant
effect on the financial statements excepl, for the classification of net assets in accordance with
Statement No. 34.

The Authority has elected to follow Financial Accounting Standards Board pronouncements
issued before November 30, 1989, and all pronouncements of the Government Accounting

Standards Board.

* Inter-fund receivables and payables arise from inter-fund transactions and are recorded by all
funds in the period in which the transactions are executed.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2011 AND 2010

Summary of Significant Accounting Policies: (Continned})

Property, plant and equipment

Property, plant and equipment are stated at cost, less accumulated depreciation. Depreciation of
property, plant and equipment is calculated on the straight-line method over the estimated useful
lives of the assets. Repairs and maintenance costs are expensed as incurred; major renewals and
betterments are capitalized. When assels are sold or otherwise disposed of the cost and related
accumulated depreciation are removed from the accounis and any gain or loss on the dispesiticn
1s reflected in current operations.

Construction in progress

All costs for the plani expansion and initial operating pericd have been capitalized as
construction in progress. Interest eamed during construction reduced the construction in progress
basis. Interest expense during construction has been capitahzed.

Deferred financing costs

Deferred financing costs such as nnderwriters discount, bond insurance and certain legal costs
incurred have been deferred and are being amortized on a straight-line basis over the life of the
related debt obligation.

Cash and cash equivalents

Cash and cash equivalents are stated at cost, which approximates market. Cash and cash
equivalents include cash in banks and certificates of deposit with original maturities of less than
six months from date of purchase.

Esfimates:
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that affect

the amounts reported in the financial statements, accompanying notes and other disclosures.
Actual results may differ from those estimates.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
{A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS {CONTINUED)
DECEMBER 31, 2011 AND 2010

2. Budgetary Procedures:
The Authority follows these procedures in establishing the operating fund budget:
The annual budget for each fiscal year of the Authority is infroduced by resolution passed by no
less than a majority of the governing body. Three certified copies are submitied to the Director
of the Division of Local Government Services for approval prior to its adoption.
The budget must comply with the terms and provisions of any security agreements, and is to be
in such form and detail as to items of revenue, expenses and other contents as required by law or
by rules and regulations of the Local Finance Board.
No authority budget can be finally adopted until the Director has approved the budget.

Public hearings are conducted to obtain citizen comments on the rates set for connection and user
fees mecluded in the proposed budget.

Appropriations lapse at the close of the fiscal year to the extent that they have not been
expended.

The level at which expenditures cannot exceed the budget is at the total budget level.

The budget may be increased after adoption when an item of revenue has beer made available
after the adoption date (NJAC 5:31-2.8).

3. Property, Plant and Equipment:

The major classes of equipment, at cost, are as follows:

Useful
2011 2010 Life
Vehicles $ 228970 $ 228,970 5 years
Property, plant and equipment 56,183,825 55,970,072 17-20 years
Furniture, Fixtures and Equipment ___ 269,308 236,963 5 years

56,682,103 56,436,005
Less accumulated depreciation {52.850.33%) {52.636,239)
3,831,565 3,799,766

Land 659377 659377

§ 4490547  $4.459.143
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2011 AND 2010

4. Cash and cash equivalents:

Deposits

New Jersey statutes permit the deposit of public funds in institutions located in New Jersey which
are insured by the Federal Deposit Insurance Corporation (“FDIC”), or by any other agency of the
United States that insures deposits or the State of New Jersey Cash Management Fund. N.J.S.A.
17:9-42 requires New Jersey governmentzl units fo deposit public funds only in public
depositoties located in New Jersey, where the funds are protected from loss under the provisions
of the Governmental Unit Deposit Protection Act (*GUDFPA”).

GUDPA states that collateral pledged in this manner shall have the effect of perfecting a security
interest in such collateral superior to those of a general creditor. The market value of the pledged
securities must equal at least 110% of the Authority’s deposits.

Cash and cash equivalents are stated at cost and include the following:

December 31

2011 2010
Checking accounts £1,338,070 $1,422,895
Fund comprised of U.S.
Government obligations 592718 1,100,975
Savings account {Escrow) 743,707 77.418
Savings accounts 200 14,658

Total 52674695 $2,615,973

Custodial Credit Risk - Deposits

Custodial credit tisk is the risk that in the event of a bank failure, the Authority’s deposit may not
be retumned to it. The Authority’s pelicy is based on New lersey statutes reguiring cash be
deposited only in New Jersey based banking inslitutions that participate in New Jersey GUDPA or
in a qualified investment established in New Jersey Statutes 40A:5-15.1 that are treated as cash
equivalents.

5. Bond Refunding:
1994 Bonds

In 1994 the Authority issued $31,035,000 of Town Payment Refunding Bonds fo refund the
1984, 1987, 1988 and 1991 outstanding financings and to pay the costs of the issuance of the
1994 Bonds. Series A amounted to $23,015,000 and Series B amounted to $8,020,000. In the
opinion of Bond Counse! to the Authority in performing the financing, the Series A Bonds were
tax-exempt for Federal and New Jersey income tax purposes and the Series B Bonds are taxable
for federal purposes and tax-exempt for New Jerscy income tax purposes.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2011 AND 2010

Bond Refimding {continued}:
1994 Bonds

The proceeds of the financing designated for refunding the ontstanding issnes were deposited in
Series A and B Escrow Funds. The monies deposited in the Escrow Funds were invested mU.S.
Treasury obligations. The 1984, 1987, 1988, 1991 Bonds and related accounts were removed
from the books of the Authority. The 1994 Series B Bonds were defeased in December, 2003
and a charge to net assets for the unexpended cost of financing remaining on the balance sheet of
the Authority.

2003 Town Payment Refunding Bonds:

In 2003, the Authority issned $20,250,000 of Town Paymemnt Refunding Bonds to refund the
1994 ountstanding financing and to pay the costs of the issuance of the 2003 Bonds. Series A
amounted 1o $12,(00,000 and Series B amounted to $8,250,000. In the opinion of the Bond
Counsel to the Anthority in performing the financing, the Series A Bonds are tax-exempt for
Federal and New Jersey income tax purposcs and the Series B Bonds are taxable for Federal
purposes and tax-exempt for New Jersey income tax purposes.

The proceeds of the financing designated for refunding the outstanding issues were deposited in
Escrow Funds. The monies deposited in the Escrow Funds were invested in U.S. Treasury
obligations. The 2003 Series A and B Bonds were defeased in November, 2010 and the
unexpected cost of financing is being amortized over the term of the 2010 bonds. The 2003
Series A and B Bonds and related accounts have been removed from the books of the Authority.

2010 Town Pavment Refunding Bonds:

In November 2010, the Authority issued $3,135,000 of Town Payment Series 2010 Refunding
Bonds to refund the 2003 outstanding financing and to pay the costs of the issuance of the 2010
Bonds. In the opinion of the Bond Counsel to the Authority in performing the financing, the
Series 2010 Bonds are taxable for Federal purposes and tax-exempt for New Jersey income tax

purposes.

The Series 2010 Bonds were 1ssued on November 23, 2010 to provide funds to refund on
$1,615,000 aggregate principal amount of the Authority’s outstanding 2003A Refunding Bonds
maturing on December 1, 2010; refund on $275,000 aggregate principal amount of the
Authority’s outstanding 2003 A Refunding Bonds maturing on December 1, 2011; refund on
$1,235,000 aggregate principal amount of the Authority’s outstanding 2003B Refunding Bonds
maturing on December 1, 2010; refund on $285,000 aggregate principal amount of the of the
Authority’s outstanding 2003B Refunding Bonds matunng on December 1, 2011 and to pay
coslts of issuance of the 2010 Bonds.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
{A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2011 AND 2010

7. 2010 Town Payment Refunding Bonds {Continued):

The proceeds of the financing designated for refunding the outstanding 2003 Series A and B
issue were deposited in Escrow Funds. The monies deposited in the Escrow Funds were mvested
in U.S. Treasury obligations. The 2003 Series A and B Bonds and refated accounts have been
removed from the books of the Authority.

The 2010 Bonds to be dated and delivered on or about November 23, 2010 shall bear interest
commencing December 1, 2010. Interest on the 2010 Bonds shall be payable commencing on

June 1, 2011 and semi-annually thereafter on December | and June 1 of each year.

Denomination and place of payment

The 2010 Bonds were issued in fully registered form, without coupons, in denomination of
$5,000 each, or any integral multiple thereof. The principal or redemption price of the 2010
Bonds shail be paid, when due, upon presentation and surrender of the 2010 Bonds at the
Trustee’s principal corporate trust office. Interest on the 2010 Bonds will be paid to the
registered holder by check mailed to the registered owners of the 2¢10 Bonds as listed on the
Authority’s registration books which are maintained at the Trustee’s principal corporate trust
office as of the 15™ day of the month next proceeding each Interest Payment Date (“Record
Date™). The record dates for purposes of the payment of interest shall be November 15 and May
15. '

Registration and transfer

The Authority will execute and the Trustee wilt authenticate the exchange or transfer of the 2010
Bonds, in accordance with the provisions of the Trust Agreement. The Trustee will maintain the
books for the Anthority for the registration of ownership of each of the 2010 Bonds.

A 2010 Bond is transferable by the registered owner or histher duly authorized attorney at the
designated office of the Trustee, upon surrender of the 2010 Bonds, together with a duly
executed instrument of transfer.

Optional redemption - 2010 Bonds

The 2010 Bonds are not subject to optional redemption,
SECURITY FOR THE 201G BONDS

The 2010 Bonds and any additional parity bonds are or will be issued under and secured by the
provisions of the Trust Agreement.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secaucus}

NOTES TO FINANCIAL STATEMENTS {CONTINUED}
DECEMBER 31, 2011 AND 2010

7. 2010 Town Payment Refunding Bonds {Continued):

In the opinion of Bond Counsel, the 2010 Bonds will be payable solely from and secured by the
Pledged Revenues of the Authority derived from the operation of the Sewer System including the
Town Payments from the Town of Secaucus, subject only to the right of the Authority to recetve
and apply amounts for operating expenses and other lawful purposes as provided in the Trust
Agreement.

All bonds issued under the Trust Agreement shall share pari passu in any and all moneys and
securities held by the Trustee for the benefit of Bondholders, except that (i) amounts held in any
Sinking Fund or Debt Service Fund established for the benefit of the holders of less than all the
outstanding Bonds, {ii) amounts held in the Rebate Fund shall continue to be held by the Trustee
therein for the purpose of making rebates to the United States of America with respect to tax-
exempi bonds, as required by the Internal Revenue Code of 1986 (the “Code”), and the Trustee
shall apply such moneys and securifies in the Rebate Fund to make such rebates when and as
regquired by said Code.

Under the terms of the Service Contract by and between the Authority and the Town, dated
March 1, 1979, as amended, the Town is obligated to make Town Payments equal to, inter alia,
debt service on the 2010 Bonds. In the opinion of Bond Counsel, this obligation {o make Town
Payments is a valid and binding obligation of the Town, and the Town has the power and is
obligated to levy ad valorem taxes upon all taxable property therein for the payment of such
Town Payments as the same become due, without limitation as to rate or amount, except as
enforcement may be limited by bankruptcy, insolvency or other similar laws affecting the
enforcement of creditors rights generally or by equitable principals.

The Authority has adopied a schedule of connection fees for connection to the Sewer Systems. It
is not expected that the amount collected under the Authority’s schedule of connection charges
will provide a significant amount of the Authority’s financial requirements. Therefore,
substantially all of the Authority’s financial requirements, including maintenance, operating, and
administrative expenses and debt service on the 2010 Bonds will be provided from the Town
Payments due from the Town under Service Coniract. The Town will pay such Town Payments
out if its general tax revenues, including ad valorem taxes.

8. Trust Agreement and Establishment of Funds:
2010 Bonds were issued under and subject to the provisions of a Trust Agreement by and

between the Authority and the Trustee. The Trust Agreement established certain funds which
are set forth below:
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS {(CONTINUED)
DECEMBER 31, 2011 AND 2010

8. Trust Agreement and Establishment of Funds {Continued):
Construction Fund

The Trustee shall establish a Construction Fund for the payment of the costs of each Project
involving construction or acquisition. Granis-in-aid of construction are required to be deposited
in the Construction Fund, unless the terms of such grants-in-aid provide otherwise. Upon
completion of any Project and delivery of the Authority's certificate approved by the Consulting
Engineer, showing the date of such completion and certifying that all required insurance has
been obtained and that all costs of such Project have been paid or stating the amounts to be
reserved for the payment of unpaid costs, the Trustee is required to transfer the balance in the
Construction Account and amounts not reserved for the payment of unpaid costs to the Bond
Redemption and Improvement Fund.

Other Funds and Accounts

In addition to the Construction Account, the following funds and accounts will be established
under the Trust Agreement:

(1) Revenue Fund

(2} Operating Fund

(3) Debt Service Fund

{4) Sinking Fund

{5) Debt Service Reserve Fund

{6} Renewal and Replacement Fund

(7) Bong Redemption and Improvement Fund
{8) Rebate Fund

The Authority will hold the Operating Fund and all other funds will be held by the Trustee.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
{A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2011 AND 2010

8. Trust Agreement and Establishment of Funds (Centinued):
Flow of funds

All Pledged Revenues with the exception of funding for ordinary operating expenses are
required to be paid over to the Trustee forthwith upon receipt for deposit into:

(1) Revenue Fund -- Transfers from the Revenue Fund shall be made to all other required
funds.

(2) Operating Fund -- monthly, the amount necessary to equal the Authority's operating
expenses plus a reasonable reserve (if required) therefore until the date of the next Town
Payment.

(3} Debt Service Fund -- semi-annuaily, an amount sufficient to make the amount therein equal
to {i) interest on the next interest payment date, plus (ii) the greater of 100% of the
principal amount of Bonds falling due on or before the date of the next transfer into such
Fund and 50% of the principal or face amount of Bonds falling due on or before the date of
the second succeeding transfer into such Fund.

(4) Sinking Fund -- semi-annually, an amount sufficient to make the amount therein equal fo
the greater of 100% of the redemption price of Bonds falling due on or before the date of
the next transfer into such Fund and 50% of the redemption price of Bonds falling due on
or before the date of the second succeeding transfer into such Fund.

(5) Debt Service Reserve Fund - semi-annually, such amount as may be required with respect
to additional issues of parity Bonds (there is no Debt Service Reserve Fund for the 2010
Bonds).

(6) Renewal and Replacement Fund -- semi-annnally, up to $15,750 per year until the amount
therein equals $200,000.

(7) Bond Redemption and Improvement Fund -- semi-annually, the balance remairing after the
foregoing transfers.

(8) Rebate Fund --at the direction of the Authority, from the Revenue Fund or the Bond

Redemption and Improvement Fund, amounts subject to rebate fo the United States under
the Code.

Operating Fund
Monies from the Operating Fund will be applied by the Authority to pay all costs of operating,

maintaining and repairing the Sewer System.

Debt Service Fund

The monies in the Debt Service Fund will be used to pay principal and interest on the Bonds.
When Bonds are purchased or redeemed, the amount, if any, in the Debt Service Fund
representing interest thereon will be applied to the payment of accrued interest in connection
with any such redemption or purchase, and any excess, together with any amount representing
principal, shall be transferred to the Bond Redemption and Improvement Fund.
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SECAUCUS MUNICIPAL UTILITIES AUTHCRITY
(A Component Unit of the Town of Secaucus)
NOTES TO FINANCIAL STATEMENTS {CONTINUED)
DECEMBER 31, 2011 AND 2010

8. Trust Agreement and Establishment of Funds (Continned):

Sinking Fund

Amounts in the Sinking Fund shall be used for the purchase or redemption of the Bonds for
which the Sinking Fund was established. The Trustee, at the request of the Authority, may use
monies in the Bond Sinking Fond (but not within the peried from October 15 through the
following December 2, in any year) to purchase additional Bonds at the lowest prices reasonably
obtainable; provided that the purchase price, exclusive of accrued inferest, does not exceed the
mandatory redemption price of such Bonds,

Debt Service Reserve Fund

If required in connection with an issue of additional parity Bonds, the Trustee shall establish a
Debt Service Reserve Fund for such issue of Bonds, to make up deficiencies in the Debt Service
Fund or Sinking Fund for such Bonds. No Debt Service Reserve Fund has been established for
the 2010 Bonds.

Any excess in any Debt Service Reserve Fund may, at the option of the Authority, be transferred
to the Revenue Fund or the Bond Redemption and Improvement Fund.

Renewal and Replacement Fund

The Renewal and Replacement Fund will be used to pay costs of extraordinary repairs, renewals
and replacements o the Sewer System to the extent that, in the opinion of the Consulting
Engineer, such costs cannot be paid out of the budget provision made for sach costs. The
amount currently required to be deposited annually is $15,750. The Consulting Engineer may
specify an increase in the amount of the Renewal and Replacement Fund for extraordinary
repairs to the Sewer System.

Bond Redemption and Improvement Fund

The Trustee shall use the Bond Redemption and Improvement Fund at any time to make up
deficiencies in the Debt Service Fund and the Sinking Fund and to restore any withdrawals from
the Debt Service Reserve Fund or the Renewal and Replacement Fund. If there 15 no deficiency
in any of the aforesaid Funds and no Event of Default has occurred and is continuing, the
Trustee, at the request of the Authority, may apply amounts in the Bond Redemption and
Improvement Fund to any lawful corporate purpose of the Authority.

Rebate Fund
The Trustee shall establish 2 Rebate Fund into which ii shall, upen the direction of the Authority,
from time to {ime deposit from the Revenue Fund or the Bond Redemption and Improvement
Fund such amounts as may be subject to rebate 1o the United States pursuant to the Code and
shall use the monies therein to make such rebates when and as required.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
{A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS {CONTINUED)
DECEMBER 31, 2011 AND 2010

8. Trust Agreemeni and Establishment of Funds {Continued):

Rate Covenant

The Authornity covenants to charge and collect Town Payments and rates and other charges so
that it’s Pledged Revenue will be sufficient to pay in each fiscal year:

(a)

(b}

()

the expenses of operating, maintaining and repairing the Sewer System and the
administraiive expenses of the Authority,

the Debt Service Requirements on all senies of Bonds Outstanding at the beginning of
such fiscal year; and

any amounts required to be transferred in such fiscal year to the Renewal and
Replacement Fund or any other reserve fund.

Additional Bonds

The Authority may issue additional parity Bonds for either of the following purposes:

(1)

@)

To pay or complete the payment of the cost of acquisition or construction of additional
facilities, or the extraordinary repair or replacement of facilities, which are cr will be a
part of the Sewer System, or of any Project which the Authority elects to finance under
the Trust Agreement, or

To pay the cost of refunding all or part of the Bonds Outstanding under the Trust
Agreement.

Among the conditions that must be satisfied before any Additional Bonds are issued are:

(1) No Event of Default under the Trust Agreement will be continuing after the issuance of

such Bonds.

Additional Bonds

(2) A certificate of the Consulting Engineer to the Authority is obtained stating that in its

3

opinion, after theissuance of the Additional Bonds and on the basis of raies and charges
then in effect or which may reasonably be imposed in the future {including Town
Payments), Piedged Revenues will meet the requirements of the rate covenant in the
Trust Agreement.

The Authority certifies that all conditions precedent to the issuance of such Additional

Bonds has been satisfied.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
{A Component Unit of the Town of Secaucus}

NOTES TO FINANCIAL STATEMENTS (CONTINUED}
DECEMBER 31, 2011 AND 201¢C

8. Trust Agreement and Establishment of Funds (Continued):
Sale or encumbrance of facilities

The Trust Agreement provides that, while any of the Bonds are Qutstanding, the Authority shall
not sell, pledge or otherwise dispose of or encumber any part of the Sewer System (other than
property which has been replaced in the ordinary course of operations), or any revenues derived
there from except that the Authority may during any one Fiscal Year dispose of property having
an aggregate fair market value not exceeding $100,000, and may dispose of other property if the
proceeds thereof (if not reinvested in the Sewer System) are deposited in the Bond Redemption
and Improvement Fund and the Authority files with the Trustee a Consuiting Engineer's
certificate with respect to such disposition stating that, in the opinion of the Consuliing Engineer,
such disposition will not adversely affect the security of the Bonds or is pursuant to a valid
govemmental order. The Authority is permitted to grant easements upon filing with the Trustee
a Consulting Engineer's certificate that such easement will not interfere with the operation of the
Sewer Sysient.

Investment of Funds

The Trustee shall, at the direciion of the Authority, invest monies held in any Fund in Investment
Securities. To the extent that, as a result of income received in respect of Investment Securities,
the amount in any Fund exceeds the required amount, the excess shall be deposited in the
Revenue Fund or the Construction Fund.

Redemption of Bonds

When required under the Trust Agreement or directed te do so by the Authority, the Trustee shail
cause notice of the redemption to be given not more than 40 days, and not less than 25 days prior
to the redemption date by mailing a copy of notices of redemption by postage prepaid, first class
mail to all registerad holders of Bonds to be redeemed, at their registered addresses and also to
each rating agency that has assigned 2 rating to the Bonds and to the Bond Buyer, but failure to
mail any such notice or a defect in the mailing of the mailed notice shall not affect the validity of
the redemption.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
{A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS {CONTINUED)
DECEMBER 31, 2011 AND 2010

8. Trust Agreement and Establishment of Funds {Continued):

Covenants of the Authority

The Authority also covenants to:

1.

Pay all taxes, assessments, or other municipal or governmental charges lawfully imposed
upon the Authority, Sewer System or the revenues from the Sewer System;

(2) Pay or discharge or make adequate provision to safisfy and discharge, within 60 days after

()
@

the same shall accrue, any lien or charge and all lawful claims and demands for labor,
materials, supplies or other objects which, if unpaid, might become a lien or charge against
projects financed under the Trust Agreement; provided, however, that the Authority is not
required to pay or discharge or make provisicn for any lien or charge so long as its validity
is being contested in good faith and by appropriate legal proceedings;

Employ a Consulting Engineer;

Employ an Independent Pubiic Accountant; and

(5) Enforce the Service Contract.

Events of Default and Remedies

Each of the following is an "Event of Defanit” under the Trust Agreement;

(a)

Default in the payment of interest on Bonds when due and payable and continuance of
such default for a period of 30 days; or

(b} default in the payment of the principal or redemptien price of any Bond when due and

payable at maturity or upon call for redemption; or

(¢} failure by the Authority to observe or perform any covenant in the Bonds or Trust

(d)

Agreement and confinuance of such failure for a period of 30 days after written notice
thereof, shail have been given to the Anthority by the Trustee, or to the Authority and the
Trustee by the helders of not less than 25% in aggregate principal amount of Bonds then
Qutstanding; or

an order shall have been entered with the acquiescence of the Authority appointing a
receiver of any part of the Sewer System or revenues thereof, or such an order, having
been entered without such acquiescence, shall not have been vacated, discharged or stayed
on appeal within a period of 60 days after entry.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2011 AND 2010

8. Trust Agreement and Establishment of Funds (Continued):
Events of Default and Remedies

If an Event of Default shall have occurred and not have been remedied, the Trustee may, and
upon the written request of the holders of 25% in principal amount of the OQutstanding Bonds,
shall take any of the following actions:

(1} By any action, writ, proceeding in lieu of abrogative writ, or other proceeding, enforce all
rights of the Bondholders, including the right to require the Authority to charge and
collect service charges adequate to catry out any contract as to, or pledge of, system
revenues, and to require the Auvthonity to carry out and perform the terms of any confract
with the holders of such Bongds or its duties under the Act;

{(2) Bring suit upon the Bonds;

(3) Require the Authority to account as if it were the trustee of an express trust for the holders
of such Bond; and

{4) Declare all such Bonds due and payable whether or not in advance of matunity, upon 30
days prior notice in writing to the Authority, except that if all defaults shall have been
cured, then with the consent of the holders of 25% of the principal amount of such Bonds
then outstanding, annul such declaration and its consequences.

The holders of a majority in principal amount of the Bonds outstanding under the Trust
Agreement shall have the right 1o direct the method and place of conducting all remedial
proceedings by the Trustee under the Trust Agreement. The Trustee has the right to decline to
follow any such direction which in the opinion of the Trustee would be unjusily prejudicial to
Bondholders not party to the action.

No Bondholder has the right to pursue any remedy under the Trust Agreement unless (1} the
Trustee shall have been given notice of an Event of Default, and (2) the holders of at leasi 25%
in principal amount of the Bonds then outstanding shall have requested the Trustee to exercise
the powers granted to pursue the remedy, and (3) the Trustee shall have been offered indemnity,
reasonably satisfactory to it against costs, expenses and liabilities, which shall mclude
reasonable fees of counsel to the Trustee and expenses of such counsel, and (4) the Trustee shall
have failed to comply with such request within 60 days.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
{A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS {CONTINUED)
DECEMBER 31, 2011 AND 2010

8. Trust Agreement and Establishment of Funds {Continued):
Events of Default and Remedies
In the Event of Default, monies received by the Trustee shall be applied:

First: To the payment of the costs of the Trustee, including reasonable counsel fees and
expenses of the Trustee, and its reasonable compensation;

Second: To the payment of principal or redemption price and interest then owing on the Bonds,
and in case such money shall be insufficient to pay the same in full, then to the payment of
principal or redemption price and interest ratably, without preference or priority of one over
another or of any installment of interest, except as otherwise provided in the case of interest
extended or transferred apart from the Bond after maturity; and

Third: To the Authority or person lawfully entitled thereto

Notwithstanding the foregoing, the Trustee may not disregard any limitation described herein
under "Security for the Bonds" concemning the availability of monies or securities held in the
Rebate Fund, or held in a Sinking Fund or Debt Service Reserve Fund established for the
benefit of the holders of less than all the Outstanding Bonds. The Trustee may not apply any
such monies or securities otherwise than for the benefit of the holders of the series of Bonds for
which such monies or securities are held by the Trustee.

Amendment of Trust Agreement

The Trust Agreement may be amended or supplemented by a Supplemental Agreement between
the Authority and the Trustee.

The Trust Agreement may be amended without the consent of the Bondhelders in connection
with the issuance of Additional Bonds, to add additional covenants of the Authority to the Trust
Agreement, or to cure any ambiguity or cornect or supplement any defective provision of the
Trust Agreement in such manner as shall not be inconsistent with the intent of the Trust
Agreement and shall not impair the security thereof or adversely affect the Bondholders.

The Trust Agreement may be amended with the consent of the holders of at least 66-2/3% in
aggregate principal amount of the Ouistanding Bonds of each series adversely affected thereby,
except with respect to (I) the interest payable upen any Bonds, (ii) the dates of maturity or
required redemption of any Bonds, or (1ii) the procedure for amending the Trust Agreement.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2011 AND 2610

9. State of New Jersey Grant, ARRA and NJEIT Loan

The Authority has received approval for $2,729,623 for projects in the ARRA/NJEIT loan
program . The Authority, under the American Recovery and Reinvestment Act ("ARRA”),
received a funding grant from the State of New Jersey in the amount of $1,373,082 and two (2}
loans in the amount of $1,356,541 from the New Jersey Environmental Infrastructure Trust in
2010. Foilowing is the corresponding principal, interest and fees schedule for each loan.

Loan pavable — (Principat Only}

Year Principal Interest Total

2012 34,909 - 34,909
2013 34,909 - 34,909
2014 34,909 - 34,909
2015 34,909 - 34,909
2016-2029  488.724 - 488,724
Total  $628,360 - § 628,360

Loan pavable — Trust {Principal and Interest

Year Principal Interest Fees Total

2012 25,000 27,525 8,876 61,401
2013 25,000 26,275 5,442 56,717
2014 25,000 25,025 4,437 54,462
2015 30,000 23,775 2.01¢ 55,785
2016-2029 540,000 174,375 28,140 742.515

Total 3 645,000 $2760975 §48505 3 970.880
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
{A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2011 AND 2010

10. Service Agreement with the Town of Secancus:
Defeasance

When principal or redemption price of, and interest on, all Bonds issued under the Trust
Agreement have been paid, or there shall be deposited with the Trustee an amount evidenced by
monies, Defeasance Quality Obligations and the principal of and interest on such securities,
when due, will provide sufficient momes to fully pay the Bonds, ali right, title and interest of the
Trustee shall thereupon cease and the Trustes, on demand of the Authority, shall release the
Authority from the obligations of the Trust Agreement, except for the Authority's duty to
indemnify the Trustee and to pay the Trustee reasonable compensation for its services under the
Trust Agreement.

The Town and the Authority entered into a Service Contract dated as of March 1, 1979, as
amended. The following summary is an outline of major provisions of the Service Contract and

is not to be considered a fizll statement of such contract:

Operation of Sewer Sysiem

The Authority has agreed to operate the Sewer System for the benefit of the residents of the
Town of Secaucus and to comply with ail orders of any govemmental bedy applicable to the
operation, maintenance and repair of the Sewer System.

Capiial Additions

The Authority may construct or acquire any Capital Addition to the Sewer System, but no
obligations equally and ratably secured with the 2010 Bonds may be issued to pay the costs of
such construction or acquisition without the Town’s consent, unless:
{1) The Consulting Engineer certifies that for the five years after completion, the Capitai
Addition will be self-supporting; or
{2) The Capital Addition is required by a govemmental body.

Annual Servige Charge

The Town agreed to pay an Annual Service Charge to the Authority in an amount at least
sufficient to provide:

{1} Operation, maintenance and administrative expenses of the Authority; and
(2) Debt service reguirements on the 2010 bonds.
(3) Other payments or amounts (including amounts necessary to meet the Authority's
rate covenant in the Trust Agreement) required by the terms of any trust agreement
or bond resolution adopted by the Authority.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
{A Component Unit of the Town of Secaucus)

NQTES TO FINANCIAL STATEMENTS (CONTINUED})
DECEMBER 31, 2011 AND 2010

10. Service Agreement with the Town of Secaucus (Continued):

11.

The Town will receive as credit against the Annual Service Charge:

{1} Thetotal amount of the Authority's net operating revenues from the Sewer Sysiem for
the Authority’s preceding Fiscal Year or the amount of such net operating revenues
anticipated in the Authority’s budget for the next succeeding Fiscal Year, whichever is
the lesser amount; and;

{2) The agreed amount of unrestricted net assets to be applied in the following year’s
Budget.

Authority's Rates and Charges

The Authority has adopted a schedule of charges for connections to the Sewer System and for
tax exempt users. No other schedule may be adopted by the Authority without written approval
by the Town, except as provided in the Service Contract.

Pension Plan:

All Authority employees participate in the Public Employees’ Refirement System (PERS) of
New Jersey a cost-sharing multi-employer pension system. The Division of Pensions within the
Treasury Department of the State of New Jersey is the administrator of the fund and can charge
the Authority annually for their respective contributicn. The plan does not maintain separate
records for each participant in the State and, therefore, the actuarial data for the Authority is not
available. The Division issues a publicly available financial report that includes the financial
statements and required supplementary information for the Public Employees Retirement
System. This report may be obtained by writing to the Division of Pensions and Benefits, PO
Box 295, Trenton, New Jersey 08625.

Public Employees' Retirement System

The Public Employees' Retirement System was established in January, 1955 under the
provisions of N.J.S.A.43:15A to provide retirement, death, disabihty and medical benefits to
qualified members. Membership is mandatory for substantially all full time employees of the
State of New Jersey or any county, municipalify, school district or public agency provided the
employee is not required to be a member of another State-administered retirement system.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2011 AND 2010

11. Pension Plan (Continued):

Vesting and Benefit Provision

Vesting occurs afier 8-10 years of service and 25 years for health care coverage. Members are
eligible for retirement at age 60 with an annual benefit generally determined to be 1/55th of the
average annual compensation for the highest three fiscal years' compensation for each year of
membership during years of creditable service. Early retirement is available to those underage
60 with 25 or more years of credited service. Anyone who refires early and is under age 55
receives retirement benefiis as calculated in the above mentioned formula but at a reduced rate
(one quarter of one percent for each month the member lacks of attaining age 55). Members are
ahways fully vested for their own contributions and, after three years of service credit, become
vested for 2% of related interest eamed on contributions. In case of death before retirement,
member’s beneficiaries are entitled to full interest credited to the member’s accounts. The PERS
provides for specified medical benefits for members who refire after achieving 25 years of
qualified service, as defined, or under the disability provisions of the System.

Funding policy

The contribution policy is set by the New Jersey State Statutes and contributions are required by
active members and contributing emplovers. Plan member and emplover contributions may be
amended by State of New Jersey legislation. PERS provides for employee contributions of
5.50%. Employers are required to contribui¢ at an actuarially determined rate to PERS. The
actuarially determined contribution includes funding for cost-of-living adjustments, non-
contributory death benefits, and post-retirement medical premiums. Employer contributions
were suspended in 1997 based on actuarial estimates that PERS was adequately funded and
reinstated beginning in 2005 on an incremental funding schedule. Employer contributions
assessed for the years ended December 31, 2011 and 2010 were $130,190 and $119,056
respectively.

Compensated absences:

Full-time, permanent employees are granfed vacation benefits in varying amounts to specified
maximums depending on tenure with the Authority. Sick leave accrues to full-time, permanent
empleyees to specified maximums. At retirement, employees are entitled to a percentage of
their sick leave balance and all accrued vacation leave upon termination. The accrued liability at
December 31, 2011 and December 31, 2010 was $101,843 and $106,215 respectively.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
{A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2011 AND 2010

Deferred Compensation Plan:

The Authority established a Deferred Compensation Plan in 1997. The Plan, covered under
Section 457 of the Internal Revenue Code provides for employee contributions only. The
Variable Annuity Life Insurance Company was selected as plan administrator.

Deferred Revenue:

The balance of $538,719 at December 31, 2611 and $307.996 at December 31, 2010,
respectively represents connection and user fee receipts (including accounts receivable) in the
current year to be treated as revenne in the subsequent year.

Joint Service Agreement:

The Authority entered into a Joint Service Agreement with the Town of Secaucus and other
Town agencies for the purpose of joinily sharing and utilizing the services of personnel for
services including, but not limited to, maintenance and improvements of facilities. The costs of
the services are to be allocated among the Town agencies with the Authority's share to be 15%.

Unrestriciad and Restricted Net Assets:

The Authority’s unrestricted and restricted net assets account balances at December 31,
2011 are as follows:

Unrestricted Resfricted

Net Assets Net Asseis
Balance, 1/1/2011 $ 348228 S 693,844
Year ended December 31, 2011:
Net income (Loss) (156,545) (212,957)
Capital assets purchased (122,634) (123,464)
Loan principal paid — NJEIT - (59,905)
Depreciaticn expense 72324 141,975

(207,2553 (254.354)
Balance, 12/31/2011 § 140973 § 739.4%0
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secaucus)

NOTES TO.FINANCIAL STATEMENTS (CONTINUED)
‘DECEMBER 31, 2011 AND 2010

16. Commiiments and Contingencies:

The Authority is a party to a Colleciive Bargaining Agreement with Local 11, International
Brotherhood of Teamsters. The term of the agreement is January 1, 2011 to December 31,
2015.

The Authority was a defendant in a lawsuit concerning a connection to the collection
system. This action has been resolved m its entirety and the Authority has been absolved
completely. The total cost to the Authority (excluding payment by the Authority insurance
fund) for defense of this action was $19,221, paid to the Authority’s insurance carrier.

17. Bonds payable - 2010 SERIES
Bonds pavable is comprised of the 2010 Series Bonds with the annual maturities of
principal, rate yield and price as follows:
Maturity Date Amount RatefYield Price
12/01/2012 $ 455,000 1.610% 100.000
12/01/2013 505,000 1.880% 100.000
12/01/2014 515,000 2.370% 100.000
- 12/01/2015 525,000 2.720% 100.000
12/01/2016 540,000 3.260% 100.000
12/01/2017 555,000 3.510% 100.000
Total $3,135,000
Principal and interest for the bonds is as follows:
Year Ending Principal Interest Total Debt Service
2012 $495,000 81,034 576,034
2013 505,000 73,064 578,064
2014 515,000 63,570 578,570
2015 525,000 51,365 576,365
2016 540,000 37,086 577,086
2017 555,000 19.480 574,480

Total $3,135,000 $325,599 $3.460,599
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
{A Component Unit of the Town of Secaucus}

NOTES TO FINANCIAL STATEMENTS (CONTINUED}
DECEMBER 31, 2011 AND 2010

Bonds and loans payable
The Authority’s outstanding bonds and loans are stated as follows:
NJEIT 2010
Loan payable — Loan payable — Trust Bonds
{Principal Only) {Principal and Interest)
Total
Year Principal Principal Interest Fees Principal Interest Debt

Service

2012 34,909 25,000 27,525 8,876  $495,000 R1,034 672,344
2013 34,9049 25,000 26,275 5,442 505,000 73,064 669,690
2014 34,909 25,000 25,025 4.437 515,000 63,570 667,941
2015 34,909 30,000 23,775 2,010 525,000 51,365 667,059
2016-29 $488.724 $540.000 $174,375 $28,140 1.095.000 56,566 2,382,805

Total 3628360 $645.000 $276975 $48.905 $3,135,000 $325,599 §5.050,839

Other Post Employment Benefits:

The Authority’s annual other postemployment benefit (“OPEB”} cost (expense) is calculated
based on the annual required contribution of employer (“ARC”}, an amouni actuarially
determined in accordance with parameters of GASB Statement No. 45. The ARC represents a
level of funding that, if paid on an ongoing basis, is projected to cover normal costs each year
and amortize any unfunded actuarial liabilities over a period not to exceed {30) years.

The following table shows the components of the Authority’s annual OPEB costs for the fiscal
year, the amount actually contributed to the plan and changes in the Authority’s net OPEB
obligation to the plan:

D er 201
Annuat normal cost 5 225,666
Amortization of unfunded accrued liability 120,465
Interest on net OPEB obligation 21,492
Adjustment on ARC 240,930
Total before contributions made 608,553
Contributions made, 12/31/2011 { 7.413}

Net OPEB Expense Cost. 12/31/2011 S 601,140
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SECAUCUS MUNICIPAL UTILITIES AUTHGRITY
(A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2011 AND 2010
20. Other Post Employment Benefits (Continued):

The Authority’s annual OPEB cost, the percentage of the annual OPEB cost contributed to the
plan, and the net OPEB obligation for the 2011 fiscal year is as follows:

Percentage of
Fiscal Year Net OPEB Annual OPEB Net OPEB
Ended Cost Cost — Contributed Obligation
December 2010 $ 214920 Nia % 429,840
December 2011 $ 601,140 Nfa £1,030,980

Funded Status and Funding Progress

As of January 1, 201 1, the most recent valuation date, the plan was 0.0% funded. The actuarial
liability for benefits was $3,826,889, and the actuanal value of assets was $-0-, resuliing in an
nnfunded actuarial accrued liability (UAAL) of $3,826,889.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts
and assumptions about the probability of occurrences of events far into the future. Examples
include assumptions about future employment, mortality, and the healthcare cost trend.
Amounts determined regarding the funded status of the plan and the annual required
contribution of the employer are subject to continual revision as actual results are compared
with past expectations and new estimates are made about the future. The schedule of funding
progress, presented in the required supplementary information following the financial
statements, presenis multiyear trend information about whether the actuarial value of the
plan assets i3 increasing or decreasing over time relative o the actnarial accrued habilities
for benefits.

Effect of a 1% Change in Healthcare Trend Rates

In the event that healthcare trend rates were 1% higher than forecast and employee
coniributions were to increase at the forecast rates, the Actuanal Accrued Liability would
increase to $4,837,188or by 26.4% and the corresponding Normal Cost would increase to
$279,826 by 30.2%.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secaucus)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2011 AND 2010

Other Post Employment Benefits {(continued):

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the
plan as understood by employer and plan members) and include the types of benefits
provided at the time each valuation and the historical pattern of sharing benefit costs
between employer and plan members io that point. The actuarial methods and assumptions
used include techniques that are designed to reduce the effects of short-term volatility n
actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term
perspective of the calculations.

+  Actuarial Cost Method Projected Unit Credit
- Investment Rate of Return: Nfa
. Healthcare Trend Rates:

Year Medical

December-11 10%
December-12 9%
December-13 3%
December-14 T
December-15 6%
December-16 5%

+  Discount rate: 5% per annum

+  Actuarial Value of Assets: Market Value

+  Amortization of UAAL: Amortized as level doliar amount over 30 years at

fransition
¢  Remaining Amortization Penod: 29 years at January 1, 2011

Reconciliation of Plan Participation (as of Janumary 1, 2011) Active Employees:

Average Years of Service: 1.3
Average Age: 47.2
Average Expected Future Working Lifetime in Years: 11.2
Subsequent Events:

The Authority has evaluated events through June 25, 2012, the date on which the financial
statements were available to be issued.
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Schedule 1
SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of The Town of Secaucus)

Schedule of Cash Receipts, Cash Disbursements
apd Changes in Cash and Cash Equivalents

Uaresiricted Accounts
Year Ended December 31, 2011
Unrestricted
Account

Cash and Investments - Jannary I, 2011 b3 1,514,999
Cash Receipts:

Revenue from Town-Operating 3,287,850

Interest received and other income 5,613

Transfer from restricted 7,748

Sewer connection and user fees 759,711
Total Cash and Investmenis Availablic 5,579,930
{Cash Dishursemenis:

Capital Improvements 122,634

Operating expenes 3,260,825

Escrow refunds 12,210

Increase in transfers to tesiricied 101,584
Total Cash Disbursements 3,497.953
Cash and Cash Equivalents - December 31, 2011 3 2081977

See anditor’s repont.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY

(A Compenent Unit of The Town of Secaucns)

Schedule of Cash Receipts, Cash Disbursements

and Changes in Cash and Cash Equivalents

Restricted Accounts
Year Ended December 31, 2011
Eestricted
Account

{ash and Investments - Tanuary 1, 201} 3 1,100.974
Cash Receipts:

Revenue - debt service 218,780

Funding from State of NJ - ARRA S07,782

Transfer from unrestricted 101,584

Repair and replacement conribution 13,750

Interest and other income received 423
Total Cash and Investments Available 1,943,293
Cash Disbursements:

Financing costs 1154

Transfer to unrestricted 7.748

Principal repayments - NJ Dep ioan 59,909

Interest expense and admin fees - NJ Dep loan 37,812

Interest expense - bonds 82,423

ARRA &xpenses 1,155,529
Total Cash Disbursements 1,350,575
Cash and Cash Equivalents - December 3, 2011 $ 502,718

See auditor's report.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY

{A Comaponent Unit of The Tawn of Setaucus)

Schedule OF Operating Expenses Compared To Budget

Year Ended December 31, 2011

2011 pAUHH Over 2010
Budget Actual {Under) Budect
Operating Appropriations:
Administration:
Salaries and wages % 245,090 168,185 79,905 337659
Fringe benefits B7.200 104111 {16.311) 135,703
Telephone 6,000 3255 2,735 32386
Trustee Fees / charges 365873 HLE4S 26,024 4329
Legal fees 100,000 66,9352 33048 54450
Accounting and auditing 42000 41,500 500 41,5080
Office, stalionary, postape and miscellaneous 48,000 40,119 T.881 28,559
Seminars, convenfions amd travel 25000 5228 19,772 $1,229
Cuiside services - 29,831
593,163 441,208 152,954 Gdb 495
Cost of Providing Services:
Salaries and wages 1,011,910 YRS 1 44,999 862,308
Fringe benefits 692800 584,964 102,834 535,212
Electricity and gas 325 000 184,028 40,972 336,901
Waler 12,000 {2 746 (T46} 1314
Chemicals G000 78,553 11,847 93,665
Maintenance supplies 75,000 G2 002 (17,002} 57,263
Enginsering £0.000 77,050 2,950 75,000
Repairs and maintenance 156,370 154,025 2,845 27581
Slodge disposat 245,000 308,862 {63,8562) 255,646
Testing fees $5.000 32,135 22,8635 27537
Insurance RO - 43,250 14,741 91,761
Laboratory expenses 16,000 13,588 2812 17042
Penmits 30,000 27488 2,512 26,674
Garbape disposal 3£.400 37500 200 34,378
W Foams 23,100 20,882 2218 20,518
Sanitary sewer repairs 63,000 5,527 110473 135419
Capitzl purchases 150,000 122,634 27.366 137,149
3,275,080 2.969,754 308,326 1,743,623
Total Operaling Appropriations 3871243 1410963 451,280 3,350,118
See auditor's report.
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Schedule 4
SECAUCUS MUNICIPAL UTILITIES AUTHORITY

(A Compenent Unit of The Town of Secancus)
Schedule of Revenue Compared to Budget

Year Eaded December AL 011

2011 2011 Ovwer
Budget Actual (Under)

Revenue:

Service Agreements $ 352389 3,520,380 % -

Interest on Investments and Misc. Income 15,040 10,036 {4.964)

Connection and User Fees 200,000 507,376 367,376
Total Revenuoes ¥ 3735389 & 4037801 § 302412

See anditor's report.



Sehedule 5
SECAVCUS MUNICIPAL UTILITIES AUTHORITY
{A Comsponent Unit of the Town of Secaucus)
Schedule of Bonds Payabie

Year Ended December 3, 111

101} SERIES

TYEAR PRINCIPAL  INTEREST TOTAL

Ml 495 00 81,034 376,034
20:3 505,000 T304 578,064
2014 515,400 63,570 378,570
2015 515,000 51,363 576,363
2016 340,000 KA 377086
27 555,000 19ARG 374 480

§ 3135000 3 325599 3 3460,599

$See auditor's repont
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Schedule 6
SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secawcos)
Schedule of Loans Payable

Year Ended December 31, 2011

NIJEIT
SERIES 2010A Fund Loan iPrincipal Only) SERIES 20104 Trust Loan
YEAR PRINCIPAL INTEREST TOTAL YEAR PRINCIPAL [NTEREST TOTAL

2012 34,909 - 34905 012 25,000 21,5158 52,525
2003 34,909 - 349 2013 25,000 26,275 5,275
2014 34,909 - 34,9019 2014 25,000 25,025 50,025
2015 34,905 - M08 2018 30,904 23,775 83,778
016 34909 - HIHS e 30,004 22,275 52238
2017 34,909 - 4,903 2047 39,000 775 30,773
2018 34,909 - 34,909 2018 30,0600 19,275 49,275
119 34,909 - 34,509 209 35000 15775 52,775
2020 34,909 - 34,509 100 35000 16,375 31,375
2021 3008 - 34,502 2021 35,000 14,625 49,525
222 34909 - 34,909 2022 40,001} 13,575 53,575
2023 34909 - 34509 2023 40,00 11,975 51,975
2024 34,9040 - 34,909 2024 CYRL L 10,373 50,375
2025 34,94 - 34,909 2025 400,000 8775 48,775
2026 34,909 - 34,509 2026 45, (D 7,175 32175
2027 34,909 - 34,909 027 45,000 3,600 50,600
2028 14,909 - 34,909 2028 45,0300 3,500 48,800
202% 34,907 - 34,907 2029 50,000 2,004 2,000

¥ 628360 % - § 628380 S 645000 3 276975 F 921073
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Schedule 7
SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of The Town of Secaucus)
Schedule of Fixed Assets

Year Ended December 31, 2011

Balance, January 1, 2011 § 57,005,382

Additions 246,098

Balance, December 31, 2011 $ 57,341,480
See auditor's report.

47



Schedule 8
SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(& Component Unit of The Town of Secancns)

Schedule of Interest Receivable - Restricted & Unrestricted Assets

Total Unrestricied Resiricted
Balance , January 1, 2011 £ - $ - 3 -
Add: Interest Eamed 2,006 1,673 423
2,096 1,673 423
Less: Interest Received - 2011 : 2,006 1.673 423
Balance, December 31, 2011 b - 3 - £ -
See auditor's report.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY

{A Component Unit of The Town of Secaucus)

Schedule of Accounts Receivable - Connection and User Fees

Year Ended December 31, 2011

Balance, January 1, 2011 b

Increased by:
Revenue - December 31, 2011
Deferred revenue - December 31, 2011

Less: Cash Received - 2011
Deferred revenue - January 1, 2011

Balance, December 31, 2011 5

See audilor's report.
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Totals

64,791

507,376
538,719

1,110,885

759,711
307,996

1,067,707

43,179

Schedule 9



SECAUCUS MUNICIPAL UTILITIES AUTHORITY
{A Component Unit of the Town of Secaucus)

FINDINGS AND RECOMMENDATIONS

DECEMBER 31, 2011 AND 2010

NONE
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Single Audit Section



WILLIAM KATCHEN

CERTIFIED FUBLIC ACCOUNTANT, iLC

596 ANDERSON AVE., SUITE 303
CLIFFSIDE PARK, NEW JERSEY 07010
{201) 5434449
FAX# (201) 943-5099

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 Board of Commissioners
Secaucus Municipal Utilities Authority

I have audited the financial statements of the Secaucus Municipal Utilities Authority; New Jersey (A
Component Unit of the Town of Secaucus) as of and for the year ended December 31, 2011, and
have issued my report thereon dated June 25, 2012. T conducted my audit in accordance with
auditing standards generally accepted in the Umted States of America and the standards applicable
to financial audits contained in Governmen! Auditing Standards, issued by the Comptroller General
of the United States.

Internal Control over Financial Reporting

In planning and performing my audit, 1 considered the Secaucus Municipal Utilities Authority’s
internal control over financial reporting as a basis for designing my auditing procedures for the
purpose of expressing my opimon on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of Secaucus Municipal Utilities Authority’s iniernal control over
financial reporting. Accordingly, I do not express an opinion on the effectiveness of the Secaucus
Municipal Utilities Authority’s internal control over financial reporfing.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and comrect noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
complianceis a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.

My consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses.

I did not identify any deficiencies in internal control over financial reporting that I consider to be
material weaknesses, as defined above.
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The Board of Commissioners

The Secaucus Municipal Utilities Authority
June 25, 2012

Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Secaucus Municipal Utilities Authority’s
financial statements are free of material misstatement, [ performed tests of its compliance with certain
provisions of laws, regulations, coniracts and grant agreements, noncompliance with which could have a
direct and maierial effect on the determination of financial siatement amounts. However, providing an
opinion on compliance with those provisions was not  an objective of my audit and, accordingly, I do not
express such an opinion. The results of my tests disclosed no instances of noncompliance or other maiters
that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the Secaucus Municipal Utifities Authority’s
management, Commissioners and bondholders and appropriate State awarding agencies and is not intended
be and spoujd not be used by anyone other than these specified parties.

Willf
Certified Yublic Accountant, LLC
June 25,2012
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WILLIAM KATCHEN

CERTIFIED PUBLIC ACCOUNTANT, LLC

596 ANDERSON AVE., SUITE 303
CUFFSIDE PARK, NEW JERSEY 07010
{201} 9434449
FAXH (201) 943-5099

INDEPENDENT AUDITORS REPORT ON COMPLIANCE WITH REQUIREMENTS THAT
COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND
INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133 AND N.J. OMB CIRCULAR 04-04

The Board of Commissioners

Secaucus Mumcipal Utilities Authornity
1100 Koelle Boulevard

Secancus, NI 07094

Compliance

We have audiied the compliance of the Secaucus Municipal Utilities Authonty with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement and the New Jersey State Office of Management and Budget's State Aid/Grant Compliance
Supplement that are applicable to each of its major federal and state programs for the fiscal year ended
December 31, 2011. The Secaucus Municipal Utilities Authority’s major state programs are identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major
federal and state programs is the responsibility of the Secaucus Municipal Utilities Authonty’s management.
Our responsibility is to express an opinion on the Secaucus Municipal Utilities Authority’s compliance
based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contamed m Government Auditing
Standards, issued by the Comptroller General of the United States; OMB Circular A-133, “Audits of States,
Local Governments, and Non-Profit Organizations™; and the provisions of the New Jersey State Treasury
Circular Letter 04-04 “Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid.”
Those standards and OMB Circular A-133 and N.J. OMB Circular 04-04 require that we plan and perform
the audit to obtain reasonable assurance about whether non-compliance with the types of compliance
requirements referred to above that could have a direct and matenat effect on a major federal and state
program occurred. An audit incluges examining, on a iest basis, evidence about the Secaucus Municipal
Utilities Authority’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opimon. Our audit does not provide a legal determination on the Secaucus Municipal Utilities Authenty’s
compliance with those requirements.



Honorable Chaipman and Members of the
Secaucus Municipal Utilities Authority
Page 2

In my opimion, the Secaucus Municipal Utilities Authority complied, in all material respects, with the
requirements referred to above that are applicable to each of its major state programs for the fiscal year
ended December 31, 2011.

Internal Control Over Compliance

The management of the Secaucus Municipal Utilities Authority is responsible for establishng and
maintaining effective internal contro] over compliance with requirements of laws, regulations, contracts and
granis applicable to state programs. In planning and performing our audit, we considered the Secaucus
Municipal Utilities Authority’s interna! control over compliance with requirements that could have adirect
and material effect on a major state program in order to determine our auditing procedures for the purpose of
expressing our opinion on comnpliance, but not for the purpose of expressing an cpinion on the effectiveness
of internal controls over compliance. Accordingly, we do not express an cpinicn on the effectiveness of the
Authority’s internal controls over compliance.

A deficiency in internal conirol over compliance exists when the design or operation of a control does not
aliow management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, non-compliance with a type of compliance requirement of a federal program on a timely
basis. A material weakness in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is reasonable possibility that material non-
compliance with a type of compliance requirement of a federal program will not be prevented, or detacted by
and corrected, on a timely basis.

My consideration of internal control over compliance was for the limited purpose descnbed in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control thai mightbe
significant deficiencies or material weaknesses. I did not identify any deficiencies in intemal control over
compliance that I consider to be material weaknesses, as defined above.

This report is intended sotely for the information of the management and the New Jersey State Department
of Community Affairs, other state awarding agencies and pass-through entities and is not infended to be, and
should not be, used by anyone other than these specified parties.

June 25, 2013
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U.8 Departement of Environmental
Protection:

American Recovery and Reinvestment Act
Total

Schedule A

SECAUCUS MUNICIPAL UTILITIES AUTHORITY
(A Component Unit of the Town of Secaucus)
Schedule of Expenditures of Federal Financial Assistance

Year Ended December 31, 2011

Cash Received Program Expenditures
Project Grant Petiod Current Prior Current Total
Number From To Year Year Year Years
534015401 01701711 12/31/11 - 1,373,082 - 1,373,082
0 1,373,082 0 1,373,082

See auditor's report.
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New Jersey Department of

Environmental Protection:

New Jersey Environmental
Infrastructure Fund
Total

Project
Number

5340154-01

Schedule B

SECAUCUS MUNICIPAL UTILITIES AUTHORITY

(A Component Unit of the Town of Secaucus)

Schedule of Expenditures of State Financial Assistance

Year Ended December 31, 2011

Cash Received Program Expenditures
Grant Period Current Prior Current Total
From To Year Year Year Years
01/01/11  12/31/11 507,782 522,900 507,782 1,030,682
507,782 522,900 507,782 1,030,682
See auditor's report.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY

NOTES TO THE SCHEDULES OF EXPENDITURES
OF FEDERAL AND STATE AWARDS
DECEMBER 31, 2011

NOTE 1. GENERAL

The accompanying Schedules of Expenditures of Federal and State Awards present the activity of all federal
and state award programs of the Secaucus Municipal Utilities Authority. The Authority is defined in Note 1
to the Authority’s basic financial statemenis. All state awards received directly from the state agencies, as
well as state financial assistance passed through other government agencies is included on the Schedules of
Expenditures of Federal and State Financial Assistance.

NOTE 2. BASIS OF ACCOUNTING

The accompanying Schedules of Expenditures of Awards and Financial Assistance are presented on the
accrual basis of accounting. These bases of accounting are described in Notes 2(A) to the Authority’s basic
financial statements. The information in this schedule is presented in accordance with the requirements of
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.

NOTE 3. RELATIONSHIP TO BASIC FINANCIAL STATEMENTS

Awards and financial assistance revenues are reported in the Authority’s basic financial statements on a
GAAP basis as follows:

Due from
Existing NIJEIT at
Loans Dec. 31,2011
State 1,273,360 $325,85¢9

NOTE 4. RELATIONSHIP TO STATE FINANCIAL REPORTS

Amounts reported in the accompanying schedules agree with the amounts reporied in the related state
financial reports.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2011

Section I — Summary of Auditor’s Results

Financial Statements
Type of auditor’s report issued:

Internal control over financial reporting:

Unguatified

1. Reportable condition(s) identified that are yes X nonereported
not considered to be material weaknesses?
2. Material weakness{es) identified: yes X no
Non-compliance material to basic financial yes X no
statements noted?
Federal Awards
Dollar threshold used to distinguish between type A and B pragrams $300.000
Auditee qualified as low-risk audites? YES X no
Type of auditor’s report issued on compliance for major programs: Ungualified
Internal Control over major programs:
1. Reportable condition(s) identified that are yes X none reported
not considered to be material weaknesses?
2. Material weakness(es) identified: yes X no
Any audit findings disclosed that are required to
be reported in accordance with .510(a) of
Circular Letter A-1337 yes X no
1dentification of major program:
CFDA Name of Federal Program
66.458 American Recovery and Reinvestinent Act
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State Awards

Dollar threshold used to distingnish between type A and B programs
Auditee qualified as low-risk anditee? _ vyes
Type of auditor’s report issued on compliance for major programs:

Internal Control over major programs:

300,000

X no

Unqualified

1. Reportable condition(s} identified that are yes X  none reported
not considered to be material weaknesses?
2. Material weakness{es) identified: yes X no
Any audii findings disclosed that are required to
be reported in accordance with NJ OMB
Circular Letter 04-047? yes X no
Identification of major programs:
GMIS Name of State Program
Nfa NJ Environmental Infrastructure Trust Fund
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY

GENERAL COMMENTS

NJ.S.A. 40A:11-2 confirms definitions for terms used throughout N.J.S.A. 40A:11-1 et seq. and was
amended under P.L. 1999, c¢.440. 1t includes as subsection (23) the term ‘competitive contracting”, which is
defined as “the method described in section 1 through 5 of P.L. 1999, ¢.440 (C.40:11-4.1 through C.40A:11-
4.5) of contracting for specialized goods and services in which formal proposals are solicited from vendors’
formal proposals are evaluated by the purchasing agent or counsel; and the governing body awards a contract
to a vendor or vendors from among the formal proposals received.”

N.J.S.A. 40A:11-3 was amended with P.L. 1999, ¢.440 to raise the bid threshold and require award by
governing body resolution. “When the cost or price of any contract awarded by the purchasing agent in the
aggregate does not exceed in a contract year the total sum of $36,00C (prior to July 1, 2010, the amount was
$29,000) if there is a certified purchasing agent, the contract may be awarded by 2 purchasing ageni 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 and bidding therefore, except that the governing body
may adopt an ordinance or resolution to set a lower threshold for the receipt of public bids or the solicitation
of competitive quotations.”

N.IS.A. 40A:11-15 was amended with P.L. 1999, ¢.440 to extend the base contract period. “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 paragraph (1) of subsection (2) of N.LS.A. 40A:11-5 may be awarded
for a period not exceeding 12 consecutive months.”

The governing body has the responsibility of determining whether the expendifures in any category will
exceed the statutory thresholds within the contract year. Where question arises as to whether any contract or
agreement might result in violation of the statute, the opinion of the Authority’s attorney should be sought
before a commitment is made.

Inasmuch as the system of records did nof 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.

Our examination of expenditures did not reveal any individual payments, contracts, or agreements “for the
performance of any work or the furnishing or hiring of any materials or supplies,” in excess of the statutory
thresholds other than those where bids had been previously sought by public advertisement or where a
resolution had previously been adopted under the provisions of N.J.S.A. 40A:11-6.

Our review of the Authority’s minutes indicated that resolutions were adopted authorizing the awarding of
contracts or agreements for “Professional Services” per N.J.S.A. 40A:11-5.
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SECAUCUS MUNICIPAL UTILITIES AUTHORITY
STATUS OF PRIOR YEAR AUDIT FINDINGS/RECOMMENDATIONS

FOR THE YEAR ENDED DECEMBER 31, 2011

FEDERAL AND STATE

NONE
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