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SuprLEE, CLooNEY & CoOMPANY

CERTIFIED PUBLIC ACCOUNTANTS
308 East Broad Street, Westfield, New Jersey 07090-2122

Telephone Y08-789-9300 Fax 908-789-8535

E-mail info@senco.com

INDEPENDENT AUDITOR'S REPORT

Honorable Chairman and
Members of the Board
The Linden Roselle Sewerage Authority
P.C. Box 4118
Linden, New Jersey 07036

Report on the Financial Statements

We have audited the accompanying financial statements of the Linden Roselle
Sewerage Authority, as of and for the year ended December 31, 2013 and the refated notes to
the financial statements, which collectively comprise the Authority’s basic financial statements
as listed in the table of contents.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error,

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.




SurLEE, CLOONEY & COMPANY

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditot's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.

Opinions

in our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the Linden Roselle Sewerage Authority, as of
December 31, 2013 and the changes in its financial position and cash flows for the year then
ended in accordance with accounting principles generally accepted in the United States of
America.

Prior Period Financial Statemenis

The financial statements of the Linden Roselle Sewerage Authority as of December 31,
2012 were audited by other auditors whose report dated April 24, 2013, expressed an
unmodified opinion on those financial statements.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis and budgetary comparison information identified in the
table of contents be presented to supplement the basic financial statements. Such information,
although not a part of the basic 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. We 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 our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.




SUPLEE, CLoONEY & CoMPANY

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Linden Roselle Sewerage Authority's basic financial statements.
The supplemental data schedules and schedule of expenditures of federal awards, as required
by OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, are
presented for purposes of additional analysis and are not a required part of the basic financial

statements.

The supplemental data schedules and schedule of expenditures of federal awards are
the responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information
has been subjecled to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, Including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the supplemental data schedules and schedule of expenditures of
federal awards are faitly stated, in all material respects, in relation to the basic financial

statements as a whole,
Other Reporting Required by Government Auditing Standard's

In accordance with Government Auditing Standards, we have also issued our report
dated May 9, 2014 on our consideration of the Linden Roselle Sewerage Authority's internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on internal control over financia!
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Linden Roselle Sewerage Authorily’s
internat controf over financial reporting and compliance.

May 9, 2014 //«f&, 6/2-7 « G
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MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2013 UNAUDITED

Management’s Discussion and Analysis (MD&A) serves as an introduction to, and should be
read in conjunction with, the basic audited financial statements and supplementary information.

OVERVIEW OF ANNUAL FINANCIAL REPORT

The MD&A represents management’s examination and analysis of the Authority’s financial
condition and performance. Summary financial statement data, key financial and operational
indicators used in the Authority’s budget, bond resolutions and other management tcols were
used for this analysis.

The Authority’s audited financial statements are presented in conformity with generally accepted
accounting principles. The financial statements include: Statements of Net Position; Statements
of Revenues, Expenses and Changes in Net Position; Statements of Cash Flows; and Notes (o
Financial Statements.

The Statements of Net Position present the financial position of the Authority on a historical cost
basis. These statements present information on the Authority’s assets and liabilities, with the
difference reported as net position. Over time, increases and decreases in net position is one
indicator of whether the financial position of the Authority is improving or deteriorating.

While the Statements of Net Position provide information about the nature and amount of
resources and obligations at year-end, the Statements of Revenues, Expenses and Changes in Net
Position present the results of the business activities over the course of the fiscal year and
information as to how the net position changed during the year.

The Statements of Cash Flows present changes in cash and cash equivalents, resulting from
operational, financing, and investing activities. These statements present cash receipts and cash
disbursement information, without consideration of the earnings event, when an obligation
arises, or depreciation of capital assets.

The Notes to Financial Statements provide required disclosures and other information that are
essential to an understanding of material data provided in the basic financial statements. The
notes present information that include accounting policies, significant account balances and
activities, material risks, obligations, commitments, contingencies and subsequent events, if any.




AUTHORITY'S FINANCIAL REPORT

Condensed Statements of Net Position

December 31

2013 2012 2011

Current Assets $10,732,271 $13,599,493  § §,927.602
Non Current Assets -0- -0- 215,355
Capital Assets, Net of

Accumulated Depreciation 31,772,158 28,496,014 25,181,144
Total assets $42,504,429 $42.095,507  $34,324,101
Accounts Payable and Accrued

Expenses $ 1,414,737 $ 1,405,009 $ 746,523
Bonds Payable 15,922,131 17,125,864 10,205,641
Total Liabilities 17,336,868 18,530,873 10,952,164
Net Position 25,167,561 23,564,634 23,371,937

Total Liabilities and Net Position $42,504,429 $42,095.507 §$ 34,324,101

Current assets is comprised largely of cash and cash equivalents and accounts receivable. Cash
and cash equivalents totals $8.9 million and $9.1 million at December 31, 2013 and 2012,
respectively, which decreased $0.2 million or 2.2%. Accounts Receivable totals $760 thousand
and $1.6 million at December 31, 2013 and 2012, respectively; a decrease of $840 thousand or
52.5%.

Capital assets, net of accumulated depreciation, amounted to $31.8 million and $28.5 nillion at
December 31, 2013 and 2012, respectively; an increase of $3.3 million. This increase is the
result of capital asset purchases of $4.8 million and depreciation expense of $1.5 million. The
Authority’s capital assets consist of land, buildings and improvements, machinery and
equipment, furniture and fixtures, and construction in progress which aggregate $73.9 million
and $69.1 million at December 31, 2013 and 2012, respectively. Accumulated depreciation
amounts 10 $42.1 million and $40.6 million at December 31, 2013 and 2012, respectively.

Proceeds from the New Jersey Environmental Infrastructure Trust (NJEIT) of $4.4 million and
$4.5 million were received in 2013 and 2012, respectively. The Authority received $1,740,729
from the Trust in 2013 as loan forgiveness which is shown as grant income on the financial
statements.

Bonds payable of $15.9 million and $17.1 million at December 31, 2013 and 2012 decreased
$1.2 million or 7.0%.

Net position totals $25.2 million and $23.6 million at December 31, 2013 and 2012, respectively,
an increase of $1.6 million in 2013, Net position includes: (i) Investments in capital assets, net
of related liabilities, totaling $16.5 million and $14.8 million at December 31, 2013 and 2012,
respectively; (ii) Restricted net position totaling $3.9 million and $3.6 million at December 31,
2013 and 2012, respectively; and (iii) Unrestricted net position of $4.8 million and $5.2 million
al December 31, 2013 and 2012, respectively. An appropriation of $400 thousand and $1,500
thousand, respectively, of unrestricted net position at December 31, 2013 and 2012 has been
made to fund a portion of the Year 2014 and 2013 Operating Budgets, respectively.




Condensed Statemenis of Revenues, Expenses and Changes in Net Position

Years Ended December 31

2013 2012 2011

Operating Revenues $ 9,248,022 $10,215.083 $10,339.817
Operating Expenses 7.827.405 7,996,534 8,404,393
Depreciation 1,469.474 1,469,474 1,472,364
Total Operating Expenses $ 9,296,879 3 9.466,008 $ 9,876,757
Operating Income $ (48,857) $ 749,075 $ 463,060
Nonoperating Revenues, Net:

Interest Expense, Net (325,699) (344,423) (288,224)

Other, Net 1,977,483 (29,300) (33.,795)
Net Income (Loss) $ 1,602,927 $ 375352 $ 141,041
Net Position:
Beginning of Year

(Previously Reported) 23,564,634 23,371,937 23,230,896
Prior Period Adjustment -0- (182,655} -0-
Beginning of Year (Restated) 23,564,634 23,189,282 23,230,896
End of Year $25167,501  $23,504,634 $23,371,937

Operating revenues are comprised largely of Service Charges from the City of Linden (City), the
Borough of Roselle (Borough) and certain industrial and commercial customers (Major Users)
for the recovery of the Authority’s operating and maintenance costs, debt service costs, and
required reserves appropriated in the annual budget. Operating revenues of $9.2 million in 2013
compare to $10.2 million in 2012, a decrease of $967 thousand or 9.5%.

Operating expenses total $9.3 million in 2013 compare to $9.4 million in 2012, a decrease of

$169 thousand or 1.8%.

Interest expense amounted to $326 thousand in 2013 compared to $344 thousand in 2012, a
decrease of $18.7 thousand or 5.4%. Interest costs are decreasing as the Authority’s debt is
being repaid.




The service charges to the City, the Borough and Major Users for the last five years are as

follows:
Year

2013
2012
2011
2010
2009

City

$ 4,467,023
4,969,223
4,839,696
4,740,354
4,786,180

Condensed Statements of Cash Flows

Borough Major Users Total

$ 2,703,510 £ 1,588,326 $ 8,758,859
2,641,364 1,596,750 9,207,337
2,630,926 2,364,155 9,834,777
2,639,987 2,764,344 10,144,685
2,686,517 2,658,227 10,130,924

Years Ended December 31

2013 2012 2011

Net Cash Provided by Operating Activities $1,880,499 $3,303,629 $1,456,319

Net Cash Used in Capital and Financing

Activities

Net Cash Provided by Investing Activitics

Net Increase (Decrease) in Cash and Cash

Equivalents

Cash and Cash Equivalents:

Beginning of Year

End of Year

(2,051,221)  (1,545,326) (2,475.775)
4,071 3.400 2,565

$ (166,651) §1,761,703 $(1,016,891)

9,008,458 7,306,755 8,323,646
$ 8,901,807 39,068,458 $7.306,755

Net cash provided by operating activities amounied to $1.9 million and $3.3 million in the years
ended December 31, 2013 and 2012, respectively. The $1.4 million net decrease in the year
2013 was principally due to a decrease in receipts from service charges in the year 2013.

Net cash used in capital and financing activities largely relate to principal and interest payments
on the Authority’s long term debt ($1.5 million and $1.3 million in 2013 and 2012, respectively)
along with additions to capital assets ($4.8 million and $4.7 million in 2013 and 2012,
respectively). These were partially offset with the receipt of proceeds from the New Jersey
Environmental Infrastructure Trust (NJEIT) of $4.4 million and $4.5 million in 2013 and 2012,

respectively.




AUTHORITY OVERVIEW

(General

The Linden Roselle Sewerage Authority (the “Authority”) is a public body politic and corporate,
organized and existing under the Sewerage Authorities Law, constituting Chapter 138 of the P.L.
of 1946 of the State of New lersey and by parallel ordinances adopted in December 1947 by the
City of Linden (the “City™) and the Borough of Roselle (the “Borough™).

The Authority owns and operates a sanitary sewer system providing treatment and disposal of
sewerage from the City and the Borough.

Revenue is provided primarily from annual service charges collected from the City, the Borough
and customers classified as major industrial users (Major Users). The service charges are based
generally on the Authority’s operation and maintenance costs, debt service costs and required
reserves appropriated in the annual budget.

The service charges of the City and the Borough are calculated in accordance with provisions of
the Municipal Contract, as amended and supplemented, entered into by and among the Authority,
the City and the Borough. The service charges to the Major Users are calculated taking into
account the volume (flow in million gallons) and strength of their wastewater discharges
{(biological oxygen demand and suspended solids in tons).

Wastewater beneficial reuse fees are amounts collected from certain power utility companies for
reservation of capacity to draw treated effluent from the Authority to be used for cooling water.
These revenues are utilized by the Authority to offset the service charges.

The Authority operates in a fully developed service area. The industrial user base has changed
substantially with companies relocating, reducing or ceasing manufacturing. This has resulted in
a loss of revenue which has been a challenge for the Authority in avoiding large sewer rate
mcreases.  With the future reductions in revenue and the increasing costs of operations,
maintenance, regulatory compliance and plant upgrades, the Authority maintains strict budgetary
controls on expenditures and explores alternative sources of revenues to support its service
charge rates. The Authority’s future capital projects will downsize the facility organic capacity
and implement energy efficient equipment which will result in reduced operating costs for the
foreseeable future,

Contacting the Authority’s Management

Questions concerning the Authority’s annual financial report should be addressed to the
Authority’s Executive Director at The Linden Roselle Sewerage Authority, 5005 South Wood
Avenue, Linden, New Jersey 07036.
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

STATEMENTS OF NET POSITION
RECEMBER 31, 2013 AND 2012

ASSETS

Unrestricted Assets:

Cash and Cash Equivalents
Insurance Claims Receivable
Accounts Receivable

Total Unrestricted Assels

EXHIBIT A

Restricted Assets:
Cash and Cash Equivalents
Funds held by the NJEIT

Tolal Restricted Assels

Property, Plant and Equipment, at Cost
Less: Accumulated Depreciation

Net Property, Plant and Equipment

TOTAL ASSETS

SHEET #1
Restated

2013 2012
4,958,406 8,727,770
1,630 450,000
758,611 1,106,593
5,718,647 7,284,363
3,943,401 3,340,688
1,070,223 2,974,442
5,013,624 6,315,130
73,862,474 69,116,856
42,090,316 40,620,642
31,772,158 28,496,014
42,604,429 42,095,507

See accompanying notes to financial statements.




THE L INDEN ROSELLE SEWERAGE AUTHORITY

STATEMENTS OF NET POSITION
DECEMBER 31, 2013 AND 2612

LIABHITIES AND NET POSITION

Current Liabilities Payable From Unrestricted Assets:
Accounis Payable

Accrued Liabilities

Accounis Payable-Construction

Deferred Income

Total Current Liabilities Payable From Unrestricled Assets

Current Liabilities Payable From Restricted Assets:
Accrued Interest Payable
Current Portion of Long-term Debt

Total Current Liabilities Payable From Restricted Assets

Total Long-Term Debt, Net of Current Maturities

Total Liabilities

Net Position:
invested in Capital Assets, net of Related Liabilittes
Restricted:
Operations
Debt Service Reserve
Renewal and Replacement
Unrestricted:
Insurance
General

Total Net Position

TOTAL LIABILITIES AND NET POSITION

Lo

EXHIBIT A

SHEET #2
Restated
2013 2012
505,667 722,089
396,166 495,655
382,061
20,559
1,283,894 1,238,303
130,843 166,706
1,261,432 1,224,742
1,382,275 1,391,448
14,670,699 16,901,122
17,336,868 18,530,873
16,538,189 14,820,059
2,757,268 2,777,500
140,039 140,051
1,046,094 700,869
250,000
4,435,971 5,126,155
25,167 561 23,564,634
42,504,429 42 095,507

See accompanying notes to financial statements.
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

STATEMENTS OF REVENUES, EXPENSES

AND CHANGES IN NET POSITION

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

Operating Revenues:

Service Charges

Wastewater Beneficial Reuse Fees
Interest on Delinquent Accounts
L.ease Income

Insurance Income

Roughing Filter Fee

Miscellaneous Income

Tolal Operating Revenues

Operating Expenses:
Total Operating Costs
Depreciation

Total Operating Expenses

Operating Income (Loss)

Nenoperating Revenues (Expenses):
Interest Income

Interest £Expense, Net

Grant Income/Loan Forgiveness
Other Expenses

Miscellaneous

Net Income

Net Position, Beginning of Year, as Previously Reported

Prior Period Adjustment
Net Position, Beginning of Year, as Restated

Net Position, End of Year

©~

$

EXHIBITB

Restated
2013 2012
8,758,869 § 0,207,337
232,865 318,794
79,663 109,652
41,965 40,876
42,795 450,000
40,000 80,000
51,875 8,424
0,248,022 § 10,215,083
7,827.406 $ 7,996,534
1,469,474 1,469,474
8,296,879 $ 9,466,008
(48,857) $ 749,075
4,071 $ 3,400
(325,699} {344,423}
1,740,729
(34,405) {32,700)
267,088
1,602,927 $ 375,352
23,564,634 §$ 23,371,937
(182,655)
23,564,634 23,189,282
25,167,561 $ 23,564,634

See accompanying notes to financial statements.
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

Cash Flows from Operating Activilies.
Receipts from Service Charges
Receipts from Wastewater Beneficial Reuse Fees
Receipts from Leases
Interest Received on Delinquent Accounts
Miscellaneous Receipts
Payments {o Employees
Payments for Employee Benefils and Payioll Taxes
Paymenlts for Operalions and Maintenance

Net Cash Provided by Operating Aclivities

Cash Flows from Capital and Related Financing Activities:
Principal Payments on Bonds and Loans
Acquisition of Property, Plant and Equipment
Funds Received from the NJEIT
Interest Paid on Bonds

Net Cash Used in Capital and Financing Aclivities

Cash Flows from Investing Activities:
Interest Received

Net Cash Provided by Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

Recongiliation of Operaling Incoms to Net Cash Providad by Operating Aclivities:

Operating Income

Depreciation

Changes in Operating Assets and Liabilities:
Accounts Recelvable
Insurance Claims Receivable
Accounts Payable and Accrued Liabilities
Deferred Income

Net Cash Provided by Operating Activities

R

See accompanying noles to financial statements.
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EXHIBIT C

Restated
201 2012
9,083,006 9,721,592
232,865 398,794
41,965 41,117
79,663 109,652
606,875 458,424
(2,843,481} {2,484,399)
(1,589,690) (1,498,345)
{3,730,804) {3,443,206)
1,860,499 3,303,629
(1,219,742) (1,009,618)
(4.870,644) (4,716,720)
4,400,727 4,525,435
{361,662) (344,423)
{2,061,221) (1,545,326)
4,071 3,400
4,071 3,400
{166,651) 1,761,703
9,068,458 7,306,755
8,901,807 9,068,458
(48,857) 749,075
1,469,474 1,469,474
347,982 514,255
448,370
(315,911) 570,585
(20,559) 240
1,880,499 3,303,629




THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES

(1)

(2)

GENERAL

The Linden Roselie Sewerage Authority (the “Authority”) is a public body politic and
corperate, organized and existing under the Sewerage Authorities Law, constituting
Chapter 138 of the P.L. of 1946 of the State of New Jersey and by paraliel ordinances
adopted in December 1947 by the City of Linden (the “City") and the Borough of Roselle
(the “Borough”).

The Authority owns and operates a sanitary sewer system providing treatment and
disposatl of sewerage from the City and the Borough.

Revenue is provided primarily from annual service charges collected from the City, the
Borough and customers classified as major industrial users. The service charges are
based generally on the Authority’s operation and maintenance costs, debt service costs
and required reserves appropriated in the annual budget.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Authority have been prepared in conformity with U.S.
generally accepted accounting principles (GAAP) as applied to governmentat units. The
Governmental Accounting Standards Board (GASB) is the accepied standard-setting
body for establishing governmental accounting and financial reporting principles. The
most significant of the accounting policies are described below.

Basis of Financial Statement Presentation

The financial statements of the Authority have been prepared on the accrual basis and in
accordance with generally accepted accounting principles applicable to enterprise funds
of state and local governments. An Enterprise Fund is used to account for operations:
(i} that are financed primarily through user charges, or (ii) where the governing body has
decided that determination of net income is appropriate.

The accounting and financial reporting applied by the Authority is determined by its
measurement focus. The financial statements are reported using the economic
measurement focus and the accrual basis of accounting. The transactions of the
Authority are accounted for on a flow of economic resources measurement focus. With
this measurement focus, all assets and all liabilities associated with the operations are
included in the Statements of Net Position. Net Position (totals assets and deferred
outflows net of total liabilities and deferred inflows) are segregated into invested in
capital assets, restricted and unrestricted components.

13




THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Authority’s financial statements include the operations of the wastewater treatment
plant for which the Board of Commissioners of the Authority exercises financial
accountability. The Authority is considered a joint venture of the participating
governments. Board members are appointed to five-year terms by their respective
municipalities. There are no additional entities required to be included in the reporting
entity and the Authority is not included in any other reporting entity.

Net Position
Equity is classified as net position and displayed in three components:
1) invested in Capital Assels - consists of capital assets, net of accumulated

depreciation and reduced by the outstanding balances of any debt that are
attributable to the acquisition, construction, or improvement of those assets.

2) Restricted - when constraints placed on net position are either a) externally
imposed by credifors (such as the bond resolution), grantors, or laws or
regulations of other governments or b) imposed by law.

3) Unrestricted - any other net position that does not meet the definition of
“restricted” or “invested in capital assets.”

14




THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Funds and Accounts Established by Bond Resolutions and Trust Agreement

In accordance with Bond Resolutions and Trust Agreement securing the 1992 Revenue
Bonds and the 1996 Revenue Bonds, the Authority has established various cash and
investment accounts with a trustee with restrictions on the use of funds, as follows:

Construction_Fund — The construction fund has been established for the
payment of the cost of each project for which bonds have been issued under the
Trust Agreement. Upon completion of the construction project, any funds
remaining and not reserved for unpaid costs shall be transferred to the renewal
and replacement fund.

Revenue Fund - All pledged revenues as defined in the Trust Agreement are
required to be paid over to the trustee upon receipt and deposited in the revenue
fund. Transfers from the revenue fund shall be made on the first day of each
month in amounts needed to establish the respective fund balances as follows:

Operating Fund — to the greater of the amount of (i) the Authority’s net
operating expenses for the current month and the next succeeding three
months or ii) $1,600,000.

Debit Service Fund — to equal the interest and principal falling due on the
Bonds during the fiscal year.

Sinking Fund — to equal the aggregate amount of all sinking fund
installments, if any, required to be paid during the fiscal year.

Debt Service Reserve Fund — to maintain or provide an amount equal to
the maximum annual net debt service requirement as defined in the Trust
Agreement on the bonds for any succeeding fiscal year.

Renewal and Replacement Fund — to equal the reasonably required
reserve called for by the Trust Agreement.

General Fund — to deposit therein the balance of the pledged revenues to
the extent any monies are available.

Operating Fund - The operating fund is used to pay all reasonable and
necessary costs of operating, maintaining and repairing the sewer system {(other
than the types of repairs budgeted or authorized for payment from the renewal
and replacement fund).
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Funds and Accounts Established by Bond Resolutions and Trust Agreement (Continued)

Debt Service Fund — The debt service fund shall be used to pay principal and
interest on the bonds. When bonds are purchased or redeemed, the amount, if
any, in the debit service fund representing interest thereon shall be applied to the
payment of accrued interest in connection with any such redemption or purchase
and any excess thereof together with any amount representing principal shall be
transferred to the renewal and replacement fund.

Sinking Fund — The Trustee shall establish and maintain a separate account for
each series of outstanding bonds that mature on a single date and for which
sinking fund installments are established. Monies paid into the sinking fund shall
be segregated and set aside in said accounts in proportion to the respective
amounts of sinking fund instaliments payable during the next fiscal year with
respect to the particular bonds for which such amount is maintained.

The Authority by resolution shall determine whether a sinking fund account
established for any series of bonds shall operate as a redemption sinking fund
account or as an invested sinking fund account. In addition to transfers from the
revenue fund, moneys from the debt service fund may be transferred into this
fund as described below.

Debt Service Reserve Fund — The debt service reserve fund is used to make up
any deficiencies in the debt service fund or any other sinking fund account. In
addition to transfers from the revenue fund, monays from the renewal and
replacement and the general funds may be firansferred into this fund as
described below.

Renewal and Replacement Fund — If the amount in the debt service reserve
fund shall be less than the maximum annual net debt service requirement, the
Trustee shall withdraw from the renewal and replacement fund and pay into the
debt service reserve fund the amount needed to increase the amount in the debt
service reserve fund so that it equals such maximum annual net debt service
requirement. Monies in the fund may be applied to the reasonable and
necessary expenses of the Authority with respect to the sewer system for
extraordinary  improvements, constructions, major repairs, renewals,
replacements or maintenance items of a type not recurring annuaily or at shorter
intervals and for costs or equipment.
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

{2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Funds and Accounts Established by Bond Resolutions and Trust Agreement (Continued)

General Fund - If the amount in the debt service reserve fund shall be less than
the maximum annual net debt service requirement, the Trustee shall withdraw
from the general fund and pay into the debt service reserve fund the amount
needed to increase the amount in the debt service reserve fund the amount
needed to increase the amount in the debt service reserve fund so that it equals
the maximum annual net debt service requirement. Under the conditions set
forth in the Trust Agreement, the Trustee may transfer monies from the general
fund to the revenue fund of the Authority to be spent for any lawful purpose.

Annual Net Debt Service Reserve Requirement - Under the Trust Agreement,
this represents debt service requirements for any fiscal year, including principal
and interest due on all outstanding bonds and any sinking fund installments, less
determinable investment income projected to be received on investment
securities and other investment obligations purchased from time to time from
pledged revenues and held by the trustee in the invested sinking fund.

The Authority has determined that, for purposes of funding the debt service
reserve funds as required under the Trust Agreement, the maximum annual net
debt service requirement amounts to $140,039, and does not include the debt
service on the loans payable to the New Jersey Environmental infrastructure
Trust and the New Jersey Economic Development Authority.

Revenue and Expense Classification

The Authority distinguishes operating revenues and expenses from non-operating items
in the preparation of its financial statements. Operating revenues consists of service
charges and wastewater beneficial reuse fees derived from the operation of the
Authority’s sanitary sewer system and the providing of treatment and disposal of
sewerage from the City, the Borough and other customers. Operating expenses
consists primarily of personnei costs, administrative expenses, power, sludge removal
and other plant expenses related to the operation of the sanitary sewer system and the
delivery of treatment and disposal services. All revenues and expenses not meeting
these definitions are reported as non-operating revenues and expenses.

Cash Equivalents

The Authority considers investments with original maturities of three months or less
when acquired to be cash equivalents.
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Capital Assets

Capital assets are stated at cost which includes direct construction costs and capitalized
interest (net of retated interest income and other expenses related to construction). The
capitalization threshald for the particular classification of capital assets is as follows:

Asset Threshold
Land All
Buildings and Improvements All
Machinery and Equipment $2,500
Furniture and Fixtures $1.000
Computer Equipment $1,000

Depreciation is determined on a straight-line basis for all capital assets, except land and
construction in progress. Depreciation is provided over the estimated useful lives of the

assets ranging from 3 to 48 years.

Details of property, plant and equipment as of December 31, 2013 and 2012 are as

follows:
2013 2012

Land $ 236512 $ 238512
Buildings and Improvements 58,036,573 58,036,573
Machinery and Equipment 5,568,490 5,668,490
Furniture and Fixtures 53,878 53,878
Construction in Progress 9,967,021 5,221,403

$73,862,474 $69,116,856
Less: Accumulated Depreciation 42,090,316 40,620,842
Net Property, Plant and Equipment 1,772,158 $28,496,014

Interest Expense — Capital Appreciation Bonds

The original issue discount on the Capital Appreciation Bonds is being amortized over
the life of the bonds by the effective-interest method.

Accounts Receivable

The Authority has no allowance for doubtful accounts for receivables that may be
uncollectible. The Authority considers all accounts receivable to be fully collectible. If
amounts become uncoliectible, they will be charged to operations when that
determination is made
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

inventory

inventory of spare parts and supplies Is recorded as an expense when purchased and
accordingly, is not included in the statements of net position.

Income Taxes

No provision for income taxes has been made as the Authority is exempt from Federal
and State income taxes.

Net Position

When both restricted and unrestricted resources are available for use, it is the
Authority’s policy to use restricted resources first and unrestricted resources as needed.

Compensated Absences

The Authority permits employees to accrue unused sick pay, which may be taken at a
later date as sick time off or paid at a later date at current rates of pay. Payments for
accumulated sick time are limited to a maximum dollar amount at retirement.

Use of Estimates

The process of preparing financial statements in conformity with generally accepted
accounting principles requires the use of estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those
astimates.
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

BUDGETARY PROCEDURES

The Authority follows these procedures in establishing the Operating Fund budget:

The annual budget for each fiscal year of the Authority is introduced by resolution
passed by not less than a majority of the governing body. Copies are submitted to the
Director of the Division of Local Government Services Director (Director) for approval
prior to its adoption.

The budget must comply with the terms and provisions of loan agreements, and is 1o be
in such form and detail as to items of revenue, expenses and other contents as required
by taw 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 {o obtain citizen comments on the proposed budget.

Operating expense appropriations {apse 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 been made
available after the adoption date.
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

DEPOSITS AND INVESTMENTS

Cash and cash equivalents consist primarily of cash deposits and treasury money
market funds. Cash on deposit (unrestricted and restricted), which totaled $8,901,807
and $9,068,458 in 2013 and 2012, respectively, is partially insured by federal deposit
insurance in the amount of $250,000 in each depository. Balances above the federal
deposit insurance amount are insured by a collateral pool maintained by the bank as
required by New Jersey statutes under the New Jersey Governmental Unit Deposit
Protection Act ("GUDPA"),

GASB Statement No. 40 requires that the Authority disclose whether its deposits are
exposed to custodial credit risk (risk that in the event of failure of the counterparty, the
Authority wouid not be able to recover the value of its deposit or investment). Deposits
are considered to be exposed to custodial credit risk if they are: uninsured and
uncollateralized (securities are not pledged to the depositor), collateralized with the
securities held by the pledging financial institution, or collateralized with securities held
by the pledging financial institution’s trust department or agent but not in the name of the
Authority.

The Authority does not have a policy for the management of custodial credit risk, other
than depositing all of its funds in banks covered by GUDPA. At December 31, 2013, the
Authority was not exposead to custodial credi risk.

FUNDS HELD BY NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST
("NJEIT")

The Authority has borrowed funds from the State of New Jersey Environmental
Infrastructure Trust. The aforementioned bond proceeds have not been received by the
Authority in full. As of December 31, 2013 and 2012, the balance due the Authority was
$1,070,223 and $2,974,442, respectively.

As part of this financing the Authority was granted $2,000,000 of loan forgiveness
which is being treated as grant income on the financial statements. [n 2013, the
Authority recorded $1,740,729 of this loan forgiveness as grant income.
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

CAPITAL ASSETS

Capital Assets are summarized as follows:

Balance
Dec 31, 2012

increase

Land $ 236,512
Buildings and

improvements 58,036,573
Machinery and Equipment 5,568,490
Furniture and Fixtures 53,878
Construction in Progress 5,221,403 $4.745.618

$69,116,856 $4,745,618

Less: Accumulated

Depreciation 40,620,842 1,469,474
Net Property, Plant and

Equipment 28.496,01 $3,276,144
COMPENSATED ABSENCES

Decrease

Balance
Dec 31, 2013

$ 236,512

658,036,573
5,568,490
53,878
9,967,021

$73,862,474

42,090,316

$31,772,158

Certain employees are allowed to accumulate (with restrictions) unused vacation
benefits and sick leave. Accrued expenses related to these costs included in current
liabilities at December 31, 2013 amounted to $108,836.
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

LONG TERM DEBT

Long-term debt activity for the years ended December 31, 2013 and 2012 was as
follows:

2013 2012
1292 Capital Appreciation Bonds:
Principal $ 415,000 $ 550,000
Unamortized Original Issue Discount (39.811) (69,090)
Accreted Value 375,189 480,910
New Jersey Environmental infrastructure Trust
2003 Loans 7,963,655 8,656,646
Unamortized Premium 64.556 77 825
Loan Carrying Value 8,028,211 8,734,471
New Jersey Environmental Infrastructure Trust
2012 Loans 7,421,509 7,764,648
New Jersey Economic Development Loan, Non-
Interest Bearing — 97,222 —145.835
Total Debt $15,922,131 $17,125,864
Less Current Maturities 1,251,432 1,224,742
Total Long-Term Debt $14,670,699 $15.901,122

Detail information regarding Long Term Debt at December 31, 2013 and 2012 is as
follows:

1992 Revenue Refunding Bonds (the “1992 Bonds”)

The 1992 capital appreciation bonds mature in annual installments through 2016 at
varying accreted values ranging from $135,000 to $140,000 per year. The yield on
these bonds is 6.90%. The 1992 bonds are not subject to redemption prior to maturity.

Pledged revenues include all revenues derived from the ownership of the Sewer 5
System. The bonds are payable with pledged revenue though 2016. Total principal and
interest remaining on the debt totals $415,000 and $550,000 at December 31, 2013 and
2012, respectively.
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

LONG TERM DEBT (CONTINUED)

2003 NJEIT Loans

New Jersey Environmental Infrastructure Trust (“NJEIT") financing consists of an
interesi-bearing loan in the amount of $7,090,000 (the “Trust Loan”) and a non-interest-
bearing loan in the amount of $6,807,579 (the “Fund Loan’). This financing completed
the Authority’s funding requirements of the Sludge Handling Facilities Project in 2003.

The Trust Loan consists of bonds maturing in annual instaliments ranging from $316,000
to $540,000 to 2023. The yield on these bonds ranges from 4.00% to 5.00%.

The Fund Loan consists of bonds maturing in semiannual instaliments through 2023.

2012 NJEIT | ocans

The Authority completed financing of the Liquid End Project in 2012 with NJEIT. The
financing consisted of an interest-bearing loan in the amount of $3,715,000 (the “Trust
Loan" and a non-interest-bearing loan in the amount of $4,049,648 (the “Fund Loan”).

The Trust Loan consists of bonds maturing in annual installments ranging from $130,000
to $275,000 from 2013 through 2031. The yields on these bonds range from 2.00% to
5.00%.

The Fund Loan consists of bonds maturing in semi-annual installments on March 1 and
September 1 of each year through 2031.

New Jersey Economic Development Loan

The Port Authority of New York and New Jersey (the “PANYNJ") provided the Authorily
with a non interest-bearing credit facility of up to $875,000 to finance the costs of certain
improvements to the sewer system. The funds were released to the Authorily on a
monthly basis based upon actual costs incurred on the project from August 8, 1991 to
April 30, 1996. On November 1, 1996, PANYNJ assigned its rights, title and interest to
receive the loan payments, loan amount and the original loan agreement to the New
Jersey Economic Development Authority. The loan is payable with equal annual
installments of $48,611 through 2015. The amount ocutstanding at December 31, 2013 is
$97,222. ‘

24




(9)

(10)

THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

LONG TERM DEBT (CONTINUED)

Annual Debt Service on Qutstanding Bonds and Loans

Aggregate long-term pringcipal debt payment requirements during the next five years are

as follows:
2014 $1,251,432
2015 1,267,508
2016 1,248,651
2017 1,128,036
2018 1,146,543
NET POSITION

The components of net position are as follows:

Net Position:

Invested in Capital Assets, Net of Related
zZliabilities
Restricted:

Operations

Debt Service Reserve

Renewal and Replacement

Total Restricted

Unrestricted - Insurance
Unrestricted - General

December 31,

2013 2012
$16,538,189 $14,820,059
2,757,268 2,777,500
140,039 140,051
1,046,094 700,869

$ 3.943,401 $ 3,618,420
250,000 -0-
4,435,971 5,126,155
$26,167,561 $23,564,634

The Authority appropriated $400,000 and $1,500,000 of Unrestricted Net Position to
fund a portion of its Operating Budgets for the years 2014 and 2013, respectively.

PENSION PLAN

Authority employees participate in the Public Employees’ Retirement System (PERS) of
New Jersey, a muiti-employer cost sharing plan. The Division of Pensions within the
Treasury Department of the State of New Jersey is the administrator of the plan. The
plan does not maintain separate records for each member in the state and, therefore,

the actuarial data for the Authority is not available.
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

PENSION PLAN (CONTINUED}

The plans provide retirement and disability benefits and death benefits to plan members
and beneficiaries. The plans are cost sharing muitiple-employer defined benefit plans
and as such do not maintain separate records for each Authority in the state and,
therefore, the actual data for the Authority is not available, The division of pensions
issues publicly available financial reports for each of the plans that include financial
statements and required supplementary information. The reports may be obtained by
writing the State of New Jersey, Division of Pensions.

Covered employees are required by State Statute to contribute a certain percentage of
their salary to the plan. In addition, the PERS may bill the Authority annually at an
actuarially determinable rate for its required contribution. The current employee rate is
6.78% of base salary.

The contribution requirements of plan members and the Authority are established and
may be amended by the PERS Board of Trustees. The Authority was required to
contribute $295,101 to the plan for the year ended December 31,, 2013 and $290,833
for the year ended December 31, 2012.

OTHER POST-EMPLOYMENT BENEFITS

The Authority provides post-retirement health benefits to employees who retire with 25
years or more of service within the system. Employees with ten (10} or more years of
service may also qualify for benefits under the Disability Retirement Provisions of the
Plan. There are currently twelve (12) retirees who meet this requirement and are
receiving benefits.

Plan Description. The Authority contributes to the State Health Benefits Program (SHBP)
a cost-sharing, multiple-employer defined benefit post-employment healthcare plan
administered by the State of New Jersey Division of Pensions and Benefits. SHBP was
established in 1961 under N.J.8.A. 52:14-17.25 et seq. to provide health benefits to
State employees, retirees, and their dependents. The SHBP was extended to
employees, retirees, and dependents of participating local public employers in 1964,
Local employers must adopt a resolution to participate in the SHBP. Rulas governing
the operation and administration of the program are found in Title 17, Chapter 9 of the
New Jersey Administrative Code. SHBP provides medical, prescription drugs, mentai
health/substance abuse, and Medicare Part B reimbursement to retirees and their
covered dependents. The State Health Benefits Commission is the executive body
established by statute to be responsible for the operation of the SHBP. The State of
New Jersey Division of Pensions and Benefits issues a publicly available financial report
that includes financial statements and required supplementary information for the SHBP.
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

OTHER POST-EMPLOYMENT BENEFITS

That report may be obtained by writing to: State of New Jersey Division of Pensions and
Benefits, P.O. Box 295, Trenton, NJ 08625-0295 or by visiting their website at

http:/iwww. state.nf.us/treasury/pensions.

Funding Policy. Contributions to pay for the health premiums of participating employees
in the SHBP are billed to the Authority on a monthly basis. Participating employers are
contractually required to contribute based on the amount of premiums attributable to
their retirees. In accordance with Chapter 62, P.L. 1994, post-retirement medical
benefits have been funded on a pay-as-you-go basis since 1994, Prior to 1994, medical
benefits were funded on an actuarial basis. The Authority’s contributions to SHBP for
the years ended December 31, 2013 and 2012 were $912,564 and $792,055,
respectively, which equaled the required contributions for each year.

RISK MANAGEMENT

The Authority is exposed to various risks of loss related to torts, theft of, damage to, and
destructions of assets; error and omission; injuries to employees; and natural disaster.
The Authority contracts for commercial liability insurance for property, general liability,
auto liability, public official Lability, law enforcement liability, workers’ compensation,
emptloyee health and life insurance. There were no significant reductions in insurance
coverage for each of the past three years.

PRIOR PERIOD ADJUSTMENT/RESTATEMENT

During the current year, the Authority implemented GASB Statement No. 65, items
previously reported as assets and liabilities. The accounting changes required to
conform to GASB No. 65 are to be retroactively applied by restating prior periods
presented. The result of this retroactive application was an adjustment of $182,655 to
the January 1, 2012 opening balance of net position, which was the amount of
unamortized debt issue costs as of that date.

As a result of an accounting error, the Authority restated its 2012 financial statements to
reflect $627,235 of operating expenses that were not accrued in 2012. The effect of this
correction results in a decrease in unrestricted net position of $627,235,

SUBSEQUENT EVENTS

The Authority has evaluated subsequent events occurring after the financial statement
date through May 9, 2014, which is the date the financial statements were available to
be issued. Based on this evaluation, the Authority has determined that no subsequent
evenis have occurred which require disclosure in the financial statements.
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

COMMITMENTS AND CONTINGENCIES

The Authority engaged the services of a private contractor for sludge removal and
disposal under various contracts extending up to June 2012. Subsequent contracts are
on a month to month basis. The contractor is compensated on a per {on basis at annual
rates specified in the contracts which are based on estimated annual tonnages. Siudge
removal and disposal costs based on the currently effective agreement amounted to
$887,433 and $627,268 in the years 2013 and 2012, respectively.

The Authority has been named in an ongoing lawsuit regarding liability for the
remediation of Passalc River pollution. As a result of the litigation, the Authority has
approved a settlement and has deposited funds with the court and is awaiting disposition
of an appeat.

The Authority is subject to extensive federal and state environmental regulations. The
Authority’s management is not aware of any violations that may have a material effect on
the financial statements.

In the ordinary conduct of its business, the Authority may be a party to litigation. At
December 31, 2013, in the opinion of management based upon consultation with legal
counsel, there were no matters pending or threatened which would have a material
adverse effect on the financial position of the Authority.
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SCHEDULE 2

SHEET #1
THE LINDEN ROSELLE SEWERAGE AUTHORITY
SCHEDULE OF OPERATING REVENUES
AND COSTS FUNDED BY OPERATING
REVENUES COMPARED TO BUDGET
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012
2013 2013 2012
BUDGET ACTUAL ACTUAL
Revenues:
Service Charges:

Major Users $ 1,406,255 § 1,393,884 § 1,360,975
Other Users 4,676,355 4,467,023 4,969,223
Borough of Roselle 2,701,159 2,703,510 2,641,364

Industry Assessment:
Service Charges 194,442 235,775
Wastewater Beneficial Reuse Fees 230,000 232,865 318,794
Lease Income 41,200 41,965 40,876
interest on Delinquent Accounts 80,000 79,663 109,652
Insurance income 42,795 450,000
Roughing Filter Fee 80,000 40,000 80,000
Miscellaneous 16,000 51,875 8,424
Interest income 5,000 4,071 3,400
TOTAL REVENUES $ 9,234,969 $ 9,252,003 § 10,218,483
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

SCHEDULE OF OPERATING REVENUES
AND COSTS FUNDED BY OPERATING
REVENUES COMPARED TO BUDGET

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

Operating Expenses:
Salaries and Wages
Employee Benefits
Office Expense
Trustee and Paying Agent Fee
Professional, Consulting and Training
Insurance
Power
Gas, Fuel, Ot and Water
Chemicals
Piant Maintenance, Supplies and Equipment
Coniract Services
Lab Supplies and Equipment
Oulside Labs and Permits
Sludge Removal
User Charge Expense
Other Environmental Enforcement Requirements
Contingency and Miscellaneous

Total Operaling Expenses

Other Costs Funded by Revenues:
Interest Expense
Principal Maturity on Notes and Bonds
Renewal and Replacement Reserve
Insurance Reserve

Total Cther Costs

TOTAL COSTS

Unrestricted Net Position Utilized

Net Total Appropriations

EXCESS OF REVENUES QVER COSTS
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SCHEDULE 2

SHEET #2

2013 2013 2012

BUDGET ACTUAL ACTUAL
2,884,350 $ 2,799.474 $ 2,854,464
1,622,200 1,591,991 1,498,345
69,500 87,190 53,765
3,000 3,767 3,017
487,200 169,683 232,315
147,200 189,656 119,653
1,301,800 1,127,814 1,296,953
164,000 108,864 96,350
178,400 126,061 135,018
151,000 413,063 163,531
69,000 41,373 36,473
56,236 16,950 15,351
53,815 68,109 20,548
850,800 892,929 627,268
52,000 43,761 45,084
182,000 124,395 126,174
60,000 23,325 45,972
8,332,500 $ 7,827,405 $ 7,369,301
432,727 § 325699 $ 344,423
1,219,742 1,219,742 1,009,618
500,000 500,000 100,000

260,000 250,000
2,402,469 $ 2,295,441 $ 1,454,041
10,734,969 § 10,122,846 § 8,823,342
(1,500,000) (1,500,000)

9,234,969 8,622,846 8,823,342
- % 629,247 $ 1,305,141




YEAR OF

MATURITY

2014
2015
2016

THE LINDEN ROSELLE SEWERAGE AUTHORITY

BONDS PAYABLE

1892 REFUNDING REVENUE BONDS

CAPITAL APPRECIATION BONDS

DECEMBER 31, 2013

SCHEDULE 3

PRINCIPAL
INTEREST ISSUED DUE ACCRETED
RATE VALUE JUNE 1 VALUE
6.900% $ 30.709 140,000 135,297
6.900% 27,656 135,000 121,850
6.900% 26,786 140,000 118,042
$ 85,151 415,000 375,189

The bonds pay interest annually.
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SCHEDULE 4

THE LINDEN ROSELLE SEWERAGE AUTHORITY

BONDS PAYABLE
2003 NJEIT LOANS PAYABLE

DECEMBER 31, 2013

TRUST LOAN
YEAR OF [INTEREST FUND LLOAN
MATURITY RATE PRINCIPAL INTEREST PRINCIPAL TOTAL

2014 5000% % 365,000 $ 203,980 $ 349,682 § 918,662
2015 4.000% 386,000 185,730 350,758 921,488
2016 4.000% 400,000 170,330 350,512 920,842
2017 4.200% 415,000 154,330 349,897 919,227
2018 4.250% 430,000 136,900 348,404 915,304
2019 5.000% 450,000 118,625 349,464 918,089
2020 5.000% 470,000 96,125 347,928 914,063
2021 4.500% 485,000 72,625 349,849 917,474
2022 4.750% 520,000 50,350 350,524 920,874
2023 4.750% 540,000 25,650 346,636 912,286

$ 4,470,000 % 1,214,645 § 3,493,654 § 9,178,200

The bonds pay interest semi-annually.
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SCHEDULE 5

THE LINDEN ROSELLE SEWERAGE AUTHORITY

BONDS PAYABLE
2012 NJEIT LOANS PAYABLE

DECEMBER 31, 2013

TRUST LOAN
YEAR OF INTEREST FUND LOAN
MATURITY RATE PRINCIPAL INTEREST PRINCIPAL TOTAL

2014 3.000% § 135,000 $ 150,843 & 213,139 §% 448,982
2015 4.000% 135,000 146,793 213,139 494,932
2016 5.000% 145,000 141,393 213,139 499,532
2017 5.000% 150,000 134,143 213,139 497,282
2018 5.000% 155,000 126,643 213,139 494,782
2019 5.000% 165,060 118,893 213,139 497,032
2020 5.000% 175,000 110,643 213,139 498,782
2021 5.000% 180,000 101,893 213,139 495,032
2022 5.000% 190,000 92,893 213,139 496,032
2023 5.000% 200,000 83,303 213,139 496,532
2024 5.000% 210,000 73,303 213,139 496,532
2025 5.000% 220,000 62,803 213,139 496,032
2026 5.000% 230,000 51,883 213,139 405,032
2027 3.000% 245,000 40,393 213,139 498,532
2028 3.000% 250,000 33,043 213,139 496,182
2029 3.125% 260,000 25,543 213,139 498,682
2030 3.200% 265,000 17,418 213,139 495,657
2031 3.250% 275,000 8,938 213,140 497,078

$ 3,685,000 $ 1,621,044 § 3,836,503 % 8,942,647

The bonds pay interest semi-annually.

34




THIS PAGE INTENTIONALLY LEFT BLANK




SINGLE AUDIT




SuprPLEE, CLOONEY & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
308 East Broad Street, Westlield, New Jersey 07090-2122

Telephone 968-789-9300 Fax 908-789-8535%

E-mail info@scnco.com

INDEPENDENT AUDITOR’S REPORT ON
INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF BASIC FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorable Chairman and
Members of the Board
The Linden Roselle Sewerage Authority
P.O. Box 4118
Linden, New Jersey 07036

We have audited, in accordance with the auditing standards generally accepted in the
United States of America, and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the Unifed States, the
financial statements of the Linden Roselle Sewerage Authority as of and for the year ended
December 31, 2013, and the related notes to the financial statements, which collectively
comprise the Linden Roselle Sewerage Authority’s financial statements, and have issued our
report thereon dated May 9, 2014,

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the
Linden Roselle Sewerage Authority's internal control over financial reporting (internai control) to
determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinions on the financial statements but not for the purpose of expressing an
opinion on the effectiveness of the Linden Roselle Sewerage Authority's internal control.
Accordingly, we do not express an opinion on the effectiveness of the Linden Roselle Sewerage
Authority's internal control.

A deficiency in internaf control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functions,
to prevent, or detect and correct, misstatements on a timely basis. A malerial weakness is a
deficiency, or a combination of deficiencies, In internat control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements wili not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficlency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
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SurLEE, CLOONEY & COMPANY

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control that
might be malerial weaknesses or significant deficiencies. Given these limitations, during our
audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and QOther Matters

As part of obtaining reasonable assurance about whether the Linden Roselle Sewerage
Authority’s financial statements are free from material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The resulls of our tests disclosed no instances of noncompliance or other mafters that
are required to be reported under Government Auditing Standards,

Purpose of This Report

The purpose of this report is solely 1o describe the scope of our testing of internal control
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the entity’s internal control or on compliance. This report is an integrai part of an
audit performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

vayo, 2014 %&, @7 ‘ G

36




SurLEE, CLooNEY & COMPANY

CERTIFIED PuBLic ACCOUNTANTS
308 East Broad Street, Westfield, New Jersey 07090-2122

Telephene 908-789-9300 Fax 908-789-8535

E-mail info@scnco.com

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR FEDERAL PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB GIRCULAR A-133

Honorable Chairman and
Members of the Board
The Linden Roselle Sewerage Authority
P.O.Box 4118
Linden, New Jersey 07036

Report on Compliance for Each Major Federal Program

We have audited the Linden Roselle Sewerage Authority's compliance with the types of
compliance reguirements described in the OMB Circular A-133 Compliance Supplement that
could have a direct and material effect on each of the Linden Roselle Sewerage Authority’s
major federal programs for the year ended December 31, 2013. The Linden Roselie Sewerage
Authority's major federal programs are identified in the summary of auditor's results section of
the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of ltaws, regulations,
contracts, and grants applicable to its federal programs.

Auditor’'s Responsibility

Our responsibility is to express an opinion on compliance for each of the Linden Roselle
Sewerage Authority's major federal programs based on our audit of the types of compliance
requirements referred to above., 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 contained in Government Auditing Standards, issued by the Comptroller
General of the United States; and OMB Circular A-133, Audils of States, Local Governments,
and Non-Frofit Organizations. Those standards require that we plan and perform the audit to
obtain reascnable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the Linden
Roselle Sewerage 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 opinion on compiiance for
each major federal program. However, our audit does not provide a legal determination of the
Linden Roselle Sewerage Authority’s compliance.
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Opinion on Each Major Federal Program

in our opinion, the Linden Roselle Sewerage Authority complied, in all material respects,
with the types of compliance requirements referred to above that could have a direct and
material effect on each of its major federal programs for the year ended December 31, 2013,

Report on Internal Control Over Compliance

Management of the Linden Roselle Sewerage Authority is responsible for establishing
and maintaining effective internal control over compliance with the types of compliance
requirements referred fo above. In planning and performing our audit of compliance, we
considered the Linden Roselle Sewerage Authority's internal control over compliance with the
types of requirements that could have a direct and material effect on each major federal
program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and
report on internal control over compliance in accordance with OMB Circular A-133, but not for
the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the Linden Roselle Sewerage

Authority’s internal control over compliance.

A deficiency in internaf controf over compliance exisis 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 correct, noncompliance with a
type of compliance requirement of a federal or on a timely basis. A material weakness in
infernal control over compliance Is 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. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal controf over compliance with a type of
compliance requirement of a federal or that s less severe than a material weakness in internal
control over compliance, yet important enough to merit attention by those charged with

governance,

Qur consideration of internal control over compliance was for the limited purpose
described In the first paragraph of this section and was not designed to identify all deficiencies
in internal control over compliance that might be material weaknesses or significant deficiencies.
We did not identify any deficiencies in internal controt over compliance that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the

scope of our testing of internal control over compliance and the results of that testing based on
the requirements of OMB Circuiar A-133. Accordingly, this report is not suitable for any other

purpose.
May 9, 2014 %704-7 d7 < /7 7
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NOTE 1:

NOTE 2:

NOTE 3:

NOTE 4:

LINDEN ROSELLE SEWEFRAGE AUTHORITY

NOTES TO THE SCHEDULE OF EXPENDITURES OF
FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2013

GENERAL

The accompanying Schedule of Expenditures of Federat Awards presents the
activity of all federal awards programs of Linden Roselle Sewerage Authority.
The Authority is defined in the Notes to the Authority's basic financial statements.
All federal awards passed through other government agencies are included on
the schedule of expenditures of federal awards.

BASIS OF ACCOUNTING

The accompanying schedule of expenditures of federal awards is presented
using the accrual basis of accounting.

RELATIONSHIP TO BASIC FINANCIAL STATEMENTS

Amounts reported in the accompanying schedule agree with amounts reported in
the Authority's basic financial statements.

RELATIONSHIP TO FEDERAL FINANCIAL REPORTS

Amounts reported in the accompanying schedule agree with the amounts
reported in the related federat financial reports.
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LINDEN ROSELLE SEWERAGE AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED DECEMBER 31, 2013

Section | - Summary of Auditor’s Results

Financial Statements

(1) Type of Auditor's Report Issued:
(2) Internal Control Over Financial Reporting:
(a) Material weaknesses identified?

(b) Significant deficiencies identified that are not considered
to be material weaknesses?

(3} Noncompliance material to the basic financial statements
noted?

Federal Program(s)

(1) Internal Control Over Major Federal Programs:
(a) Material weaknesses identified?

(b) Significant deficiencies identified that are not considered
to be material weaknesses?

(2) Type of Auditor's Report issued on compliance for major
federal program(s)?

{3) Any audit findings disclosed that are required to be reported
in accordance with OMB Circular A-1337

{(4) ldentification of Major Federal Program(s):

Grant
Program Number
Department of Environmental Protection
New Jersey Environmental Infrastructure Trust 66.458

{5} Program Threshold Determination:

Type A Federal Program Threshold > $300,000.00
Type B Federal Program Threshold <= $300,000.00

(6) Auditee qualified as a low-risk auditee under OMB Circuiar A-1337
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Unmodified

None Reported

N/A

None Reported

None Reported

N/A

Unmodified

None Reporied

Yes




LINDEN ROSELLE SEWERAGE AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2013

Section | - Summary of Auditor’s Results {Continued)

State Program(s)

Not Applicable

Section Il - Financial Statement Audit - Reported Findings Under Government
Auditing Standards

Internal Control Findings

None Reported

Compliance Findings

None Reported

Section lll - Findings and Questioned Costs Relative to Major Federal Programs

Federal Program(s)

None Reported

State Program(s)

None Reported
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LINDEN ROSELLE SEWERAGE AUTHORITY

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2013

Status of Prior Audit Findings

Federal Program(s)

None Reported

State Program(s)
None Reporied
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THE LINDEN ROSELLE SEWERAGE AUTHORITY

ROSTER OF OFFICIALS

Name

John A. Ziemian
Frank P. Kaczur
John Hreha

John D. Sheehy
Yves F. Aubourg
Edward Mikolajczyk

Gary G. Fare

Karen Musialowicz
Weiner Lesniak LLP

DECEMBER 31, 2013
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Title

Chairman

Vice Chairman
Treasurer
Secretary
Alternate Member
Alternate Member

Executive Director

Finance Manager
Legal Advisor




THE LINDEN ROSELLE SEWERAGE AUTHORITY

DECEMBER 31, 2013

GENERAL COMMENTS AND RECOMMENDATIONS

None

45




