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INDEPENDENT AUDITOR’S REPORT

Honorable Chairman and Members

of the Board of Commissioners
Two Rivers Water Reclamation Authority
Monmouth Beach, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statements and the related notes to financial
statements of the Two Rivers Water Reclamation Authority (“Authority”) as of and for the fiscal
years ended October 31, 2013 and 2012, as listed in the accompanying 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 generally accepted accounting principles 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 an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in 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 of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’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 that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Authority as of October 31, 2013 and 2012 and the respective
changes in financial position and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

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 on pages 4
through 10 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 limited procedures, which consisted principally of inquiries of management regarding
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 assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Authority’s basic financial statements. The information contained in
the supplementary information is presented for the purposes of additional analysis and is not a
required part of the basic financial statements.

The supplementary information is the responsibility of management and was derived from and
relate directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected 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 supplementary information is fairly stated in all material
respects in relation to the basic financial statements as a whole.



INDEPENDENT AUDITOR’S REPORT (CONTINUED)

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 10, 2014, on our consideration of the 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 the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

David A. Kaplan, CPA
Registered Municipal Accountant #433

DK CPO
DAK CPA
Certified Public Accountants

Long Branch, New Jersey
January 10, 2014
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MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

This section presents management’s analysis of the Authority’s financial condition and activities
of the Authority for the year.

This information should be read in conjunction with the financial statements and notes, which
immediately follow this section.

Management’s Discussion and Analysis (MD&A) is Required Supplementary Information
specified in the Governmental Accounting Standards Board’s (GASB) Statement No. 34, Basic

Financial Statements-Management’s Discussion and Analysis for Local Governments.

Discussion of Financial Statements Included in Annual Audit

The Authority prepares and presents its financial statements on several different bases, because of
accounting requirements and for internal use purposes.

The first set of statements which consist of the Comparative Statement of Net Position, the
Comparative Statement of Revenues, Expenses and Changes in Net Position, and the Comparative
Statement of Cash Flows is prepared on an accrual basis and is in accordance with accounting
principles generally accepted in the United States of America (GAAP). These statements are the
official financial statements of the Two Rivers Water Reclamation Authority.

After the first set of statements and the “Notes to the Financial Statements” that follow is the
second set of statements. These statements are considered “Supplementary Information”.

The Authority has historically presented its financial statements on a “GAAP Basis”, and
continues to do so because it relates more fairly to the annual budget for the same period.

Contained in the supplementary information are statements that report the Comparative Schedule
of Operating Revenues and Expenditures Compared to Budget. This statement compares the
“Budget” revenues and expenses to “Actual” revenues and expenses. Principal and interest are
reported in this statement as Debt Service expense, and depreciation is not reported as an expense.
On the “GAAP” based statements, Depreciation Expense is included, and only the Interest
Expense component of the Debt Service expense is reported.

The Budget to Actual statement is a very important statement to the Authority management staff,
because it is how we measure our financial performance, particularly as it compares to the
approved and adopted annual budget and how it relates to the operational performance.

Other information or statements incorporated within the annual audit report are the Schedules of
Cash Receipts, Cash Disbursements and Changes in Cash, Cash Equivalents and Investments —
Restricted and Unrestricted and the Schedule of Long-Term Revenue Bonds Payable.



For the purpose of the Management Discussion and Analysis, the ensuing discussion will review
the financial statements of the Two Rivers Water Reclamation Authority, those prepared on an
accrual basis and in accordance with accounting principles generally accepted in the United States
of America (GAAP) applicable to enterprise funds of state and local governments. This is the first
set of statements included in the annual audit report.

Financial Condition

The Authority’s financial condition remained strong at year end, as depicted by the financial data
which follows.

Comparative Statement of Net Position

The Authority’s total assets decreased by $4,976,622 due mainly to the depreciation of capital
assets as well as a decrease in investments. Total liabilities decreased by $7,408,269 due mainly to
the payment and redemption of bond principal. Assets exceeded liabilities by $74,741,714. This
compares to 2012 where assets exceeded liabilities by $72,310,068

The Authority’s Net Position of $74,741,714 is comprised of the following;:

1. Net investment in capital assets of $52,759,599, as depicted below, includes property plant
and equipment, net of accumulated depreciation, and net of long-term debt related to the
purchase or construction of capital assets. Net investment in capital assets increased by
$6,241,564 from the prior year.

Capital Assets - Net $ 74,620,435
Less:
Bonds Payable - Current 2,857,101
Bonds Payable - L ong Term 19,003,735
Net Investment in Capital Assets $ 5275959

2. Net Position of $750,000 restricted for the purpose of Renewal and Replacement of “the
System”, which is determined each year by an independent consulting engineer.

3. Net Position of $2,613,010 restricted for the purpose of Renewal and Replacement of “the
System” which has accumulated from previous charges.

4. Net Position of $400,000 restricted for future collection system improvements.
5. Net Position of $190,000 restricted for a Shrewsbury River Dredging Project.

6. Net Position of $11,241,844 has been restricted for future capital improvements.
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7. Net Position of $ 200,000 restricted for Rate Stabilization.

8. Unrestricted Net Position of $6,230,061 represent the portion available to maintain the
Authority’s continuing obligations to the contractual customers of its service area, its
creditors and for its current liabilities.

Unrestricted Net Position decreased by $4,109,919 mainly due to the early redemption of Series

2003 bonds and the impact of damage caused by Hurricane Sandy.

Comparative Condensed Statements of Net Position

As of October 31,
201 2012 2011
Total Current Assets $ 6,099,132 $ 4,891,521 $ 5,050,001
Total Restricted Assets 18,206,580 23,180,665 22,099,189
Capital Assets, Net 74,620,435 75,827,178 78,204,520
Deferred Costs/Outflows 6,810 10,215 388,575
Total Assets $ 98,932,957 $ 103,909,579 $ 105,742,286
Total Current Liabilities Payable
from Current Assets $ 1,544,232 $ 1,447,451 $ 1,538,002
Total Current Liabilities Payable
from Restricted Assets 3,199,788 4,040,868 3,934,545
Unemployment Claims Reserve 98,531 98,531 95,099
Compensated Absences Payable 336,917 338,035 357,886
Long-Term Obligations - Net 19,011,775 25,674,627 29,297,850
Total Liabilities $ 24,191,243 $ 31,599,513 $ 35,223,384
Net Position $ 74,741,714 $ 72,310,068 $ 70,518,901

Total Current Assets increased because of the increases in customer charges receivable and

investments.

Total Restricted Assets have decreased because investments decreased.

Capital Assets, Net decreased because depreciation charged exceeded net asset acquisitions.

Total Current Liabilities Payable from Unrestricted Assets have increased, mainly due to an

increase in accounts payable.



Total Current Liabilities Payable from Restricted Assets have decreased because the current
portion of Revenue Bonds Payable has decreased.

Long Term Obligations have decreased due to the repayment and redemption of revenue bond
principal.

Total Net Position has increased as a result of the reported positive change in net position for the
2013 fiscal year.

Comparative Condensed Statement of Revenues, Expenses and Changes in Fund Net Position

2013 Operating Revenues increased slightly from 2012 levels, mainly due to an increase in
connection fee revenues. Total Operating Expenses increased significantly from the prior year,
mainly due to the cost of recovery from hurricane Sandy.

Total Operating Revenues less total Operating Expenses produced Operating Income of
$1,913,546 which is less than 2012°s Operating Income of $3,062,993.

Total Net Position as of October 31, 2013 increased by $2,431,646 as is depicted below.

Fiscal Years Ended

2013 2012 2011
Total Operating Revenues $ 14,105,723 $ 13,919,514 $ 14,197,949
Operating Expenses 9,215,232 7,898,632 7,782,305
Depreciation 2,976,946 2,957,887 3,031,516
Total Operating Expenses 12,192,178 10,856,519 10,813,821
Operating Income 1,913,546 3,062,993 3,384,128
Non-Operating Revenues/

(Expenses) - Net 518,100 (1,271,827) (987,048)
Change in Net Position 2,431,646 1,791,167 2,397,080
Net Position Beginning 72,310,068 70,518,901 68,121,821
Net Position Ending $ 74,741,714 $ 72,310,068 $ 70,518,901




Statement of Cash Flows

The net decrease in Cash and Cash Equivalents was $298,121. This compares to a net increase in
Cash and Cash Equivalents in 2012 of $356,449.

Core Competencies

The Authority provides wastewater conveyance and treatment services under contracts with
participant municipalities and six customer municipalities and the Fort Monmouth Area.

The System consists of a wastewater treatment plant, a wastewater collection system of
approximately 230 miles of gravity interceptor and force mains, 19 pumping stations and an ocean
outfall line discharging into the Atlantic Ocean through a diffuser system.

The wastewater treatment plant provides primary and secondary wastewater treatment and is
situated on about 25 acres located on Raccoon Island in Monmouth Beach, NJ.

The treatment plant has a designed capacity of 13.83 million gallons per day. The plant is
designed to serve the projected treatment needs of the service area based on current zoning

ordinances.

The Two Rivers Water Reclamation Authority owns and operates the regional piping and pumping
systems that receive, meter, and transport the municipal wastewater to the Authority’s Regional
Plant on Raccoon Island for treatment and discharge. It also owns and operates the collection
system in the six participant communities.

The User Fee charged to the six municipalities is the source of revenue for the Authority in
addition to the customer town charge paid by the six customer communities, Monmouth Park and
the Fort Monmouth area. This is shown on the Comparative Statement of Revenues, Expenses and
Changes in Net Position as “Customer Municipalities — Annual Charges and Participating
Municipalities — Service Charges” and reported as Operating Revenues.

Budget Variations

There was one amendment made to the adopted 2013 budget, which adjusted interest on bonds.

The Chairman’s Statement

“Our mission for the Two Rivers Water Reclamation Authority is to provide the ultimate
wastewater collection and water reclamation system. Always responsive to the customers’ needs
and the growing community, in compliance with the applicable laws, rules and regulations, Two
Rivers Water Reclamation Authority will continue to set and exceed the standards for the
protection of the environment, while operating the most efficient system and maintaining a cost
effective budget.”



As the mission reads, this is who and what the Authority is accountable to. The Authority’s
accountability, first and foremost, is to protect the environment. The goal is to provide a cost
effective and reliable service, and at the same time to protect the environment. This means the
Authority is accountable to its customers, the agencies and people served using the same
principals: cost effective, efficient, reliable and protective. This is what the employees of the
Authority strive for each and every day. And each and every day, the Authority is accountable to
its employees.

As an environmental utility, the Authority is also guided by or accountable to state government
and the applicable rules and regulations that govern the Two Rivers Water Reclamation Authority.
More specifically, the Authority is accountable to the Department of Community Affairs, Division
of Local Government Services and the Department of Environmental Protection.

As an environmental utility, the Authority is accountable to the U.S Environmental Protection
Agency.

The Authority is also accountable to the governing body of the Authority, the Two Rivers Water
Reclamation Authority Board of Directors, and as such, accountable to certain government

officials.
Governing Body

The governing body of the Authority consists of a 12 member board that is appointed for five-year
terms by the participant communities they represent. Currently, they are:

William E. Leonard, Chairman
Thomas Barham, Vice Chairman
Barry J. Berdahl, Ph. D., Treasurer
William R. Baarck, P.E., Secretary
Richard N. Tocci, Assistant Treasurer
Arno H. Weber, Assistant Secretary
John Bonforte, Member
Gregory J. Christopher, Member
Catherine D. LaPorta., Member
Brian McPeak, Member
Scott Hartman, Member
William Nolze, Member



Manasement of the Authority

The Executive Director of the Two Rivers Water Reclamation Authority, Michael A. Gianforte,
manages the daily operations of the Authority. He oversees a staff of 36 and a 2013 budget of
$13.8 million. Senior staff is charged with the management of the operations and financial affairs
of the Authority. The Executive Director and senior staff are as follows:

Michael A. Gianforte, Executive Director

Kevin Kinneally, Financial Manager, Effective January 1, 2013
Gregory Seaman, Operations Manager

Dennis J. Galvin, Engineering Manager

Funding of Infrastructure and Debt Management

It is the current policy of the Two Rivers Water Reclamation Authority Board Members, Executive
Director, and senior staff, that funding for capital improvements, additions or replacements, is to
be accomplished using one or more of the following methods:

Borrowings from the New Jersey Environmental Infrastructure Trust
Funding Incrementally or Annually from Annual Operating Budget

Refunding of existing public debt is routinely reviewed, analyzed and recommended when
appropriate. The Authority has defeased various Bond issues and achieved significant debt service
savings. Early redemptions of Bonds outstanding have occurred. In 2013, $3,810,000 of Revenue
Bonds, Series 2003 were redeemed.

Independent Auditors

The Authority Auditor is David A. Kaplan, CPA of DAK CPA, Certified Public Accountants.

Financial Information

Prior audits and budgets can be obtained by contacting the Two Rivers Water Reclamation
Authority or by visiting the Authority’s website at www.trwra.org.
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Exhibit A

Sheet 10f 2
TWO RIVERS WATER RECLAMATION AUTHORITY
COUNTY OF MONMOUTH, NEW JERSEY
COMPARATIVE STATEMENT OF NET POSITION
OCTOBER 31, 2013 AND 2012
QOctober 31,
2013 2012
ASSETS (As Restated)
Current Assets:
Cash and Cash Equivalents $ 369,030 % 718,099
Investments 4,700,591 3,493,047
5,069,620 4,211,146
Inventory 27,501 31,200
Customer Charges Receivable 151,921 40,931
Sewer Billings Receivable 845,487 608,245
Miscellaneous Accounts Receivable 4,624
Total Current Assets 6,099,132 4,891,521
Restricted Assets:
Revenue Fund - Unemployment Cash and Cash
Equivalents 98,418 98,418
Developer Deposits:
Cash and Cash Equivalents - Escrow 182,533 131,584
Bond Service Account:
Investments 1,150,349 947,462
Bond Reserve Account:
Investments 362,408 363,822
General Account:
Cash and Cash Equivalents 367,808 367,808
Investments 14,793,251 20,200,795
Accrued Interest Receivable 5,815
Construction Account:
Investments 183,567 174,448
Intergovernmental Accounts Receivable 312,038 434,096
Renewal and Replacement Account:
Investments 750,393 462,232
Total Restricted Assets 18,206,580 23,180,665
Deferred QOutflows of Resources:
Deferred Charge on Refunding 6,810 10,215
Total Deferred Outflows of Resources 6,810 10,215
Noncurrent Assets:
Capital Assets - Non-Depreciable 1,750,773 1,470,400
Capital Assets - Net of Depreciation 72,869,662 74,356,778
Total Noncurrent Assets 74,620,435 75,827,178
Total Assets $ 98,932,957 §$ 103,909,579

The Notes to Financial Statements are an integral part of this statement.
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Exhibit A

Sheet 2 of 2
TWO RIVERS WATER RECLAMATION AUTHORITY
COUNTY OF MONMOUTH, NEW JERSEY
COMPARATIVE STATEMENT OF NET POSITION
OCTOBER 31, 2013 AND 2012
October 31,
2013 2012
LIABILITIES (As Restated)
Current Liabilities Payable from Unrestricted Assets:
Accounts Payable $ 390,050 § 286,029
Accrued Expenses 152,033 162,871
Payroll Taxes Payable 21,290 21,597
Customer Overpayments 27,673 29,481
Unearned Revenue 953,186 947 473
Total Current Liabilities Payable from Unrestricted
Assets 1,544,232 1,447 451
Current Liabilities Payable from Restricted Assets:
Reserve for Developers' Deposits 182,061 131,227
Accrued Interest on Revenue Bonds Payable 160,627 271,334
Revenue Bonds Payable - Current Portion 2,857,101 3,638,307
Total Current Liabilities Payable from Restricted Assets 3,199,788 4,040,868
Long-Term Revenue Bonds Payable 19,003,735 25,670,836
Add:
Unamortized Bond Premium 8,040 3,791
19,011,775 25,674,627
Unemployment Claims 98,531 98,531
Compensated Absences Payable 336,917 338,035
Total Noncurrent Liabilities 19,447,223 26,111,193
Total Liabilities $ 24191243 § 31,599,512
NET POSITION
Net investment in capital assets $ 52,759,599 $ 46,518,035
Restricted for:
Collection System Improvements 400,000 400,000
Rate Stabilization 200,000 200,000
Debt Service 357,199 357,199
Renewal and Replacement 3,363,010 3,083,010
Dredging Project - Shrewsbury River 190,000 190,000
Future Capital Improvements 11,241,844 11,241,844
Unrestricted 6,230,061 10,339,980
Total Net Position $ 74,741,714 $ 72,310,068

The Notes to Financial Statements are an integral part of this statement.
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Exhibit B

TWO RIVERS WATER RECLAMATION AUTHORITY
COUNTY OF MONMOUTH, NEW JERSEY
COMPARATIVE STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET POSITION
FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

October 31,
2013 2012
(As Restated)
Operating Revenues:
Customer Municipalities:
Annual Charges 7,493,430 $ 7,561,319
Participating Municipalities:
Service Charges 5,758,129 5,690,609
Connection Charges 854,164 667,586
Total Operating Revenues 14,105,723 13,919,513
Operating Expenses:
Administration and General 2,008,391 1,683,019
Treatment Plant and Main Pumping Station 6,205,287 4,998,025
Lines and System Pumping Stations 970,531 1,141,718
Depreciation 2,976,946 2,957,887
Renewal and Replacement 31,022 75,873
Total Operating Expenses 12,192,178 10,856,520
Operating Income 1,913,546 3,062,993
Non-Operating Revenues/(Expenses):
Interest on Bonds (770,304) (887,542)
Interest Income 11,841 18,231
Write off of Debt Issue Costs (388,575)
Amortization of Bond (Discount)/Premium - Net (4,249) (1,464)
Insurance Recovery Related to Hurricane Sandy 822,070
Loss on Disposition of Assets (133,661)
Federal Emergency Management Agency - Hurricane Sandy 275,381
Miscellaneous Income/(Expense) 317,021 (12,477)
Total Non-Operating Revenues/(Expenses) 518,100 (1,271,827)
Change in Net Position 2,431,646 1,791,167
Net Position, Beginning 72,310,068 70,518,901
Net Position, Ending 74,741,714 $ 72,310,068

The Notes to Financial Statements are an integral part of this statement.
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Exhibit C

TWO RIVERS WATER RECLAMATION AUTHORITY
COUNTY OF MONMOUTH, NEW JERSEY
COMPARATIVE STATEMENT OF CASH FLOWS
FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

October 31,
2013 012
Cash Flows from Operating Activities:
Receipts from Members and Customers $ 13,757,512 $ 15,195,836
Payments to Employees and Suppliers (8,822,506) (7,978,697)
Net Cash Provided by Operating Activities 4,935,006 7,217,139
Cash Flows from Capital and Related Financing Activities:
Purchase of Capital Assets (1,903,864) (1,044,287)
Repayment of Revenue Bonds Payable (7,448,307) (3,522,503)
Net Cash (Used) by Capital and Related
Financing Activities (9,352,171) (4,566,790)
Cash Flows from Investing Activities:
Interest Received 11,841 18,231
Interest Paid on Revenue Bonds (801,589) (917,293)
Redemption/(Purchase) of Investment Securities 4,908,791 (1,394,838)
Net Cash Provided/(Used) in investing Activities 4,119,044 (2,293,899)
Net Increase/(Decrease) in Cash Equivalents (298,121) 356,449
Cash and Cash Equivalents at Beginning of Year 1,315,909 959,460
Cash and Cash Equivalents at End of Year $ 1,017,788 $ 1,315,909
Reconciliation of Net Income to Net
Cash Provided by Operating Activities:
Operating Income $ 1,913,546 $ 3,062,993
Depreciation 2,976,946 2,957,887
Changes in Assets and Liabilities:
(Increase)/Decrease in Receivables:
Unrestricted Accounts (349,136) 1,262,389
Restricted Accounts (5,815)
Increase/(Decrease) in Current Liabilities:
Payable from Unrestricted Assets 96,781 (90,551)
Payable from Restricted Assets (841,080) 106,323
Other Income/(Expense) 1,144 883 (65,483)
Increase/(Decrease) in Other Liabilities (1,119) (16,419)
Net Cash Provided by Operating Activities $ 4,935,006 $ 7,217,139
Reconciliation to Statement of Net Position:
Unrestricted Cash and Cash Equivalents $ 369,030 $ 718,099
Restricted Cash and Cash Equivalents 648,758 597,810
$ 1,017,788 $ 1,315,909

The Notes to Financial Statements fae an integral part of this statement.



NOTES TO FINANCIAL STATEMENTS




TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

Note 1.  ORGANIZATION

The Two Rivers Water Reclamation Authority, Monmouth County, New Jersey,
(the “Authority”) is a public body politic and corporate of the State of New
Jersey, created by virtue of ordinances of the Boroughs of Fair Haven, Little
Silver, Monmouth Beach, Oceanport, Shrewsbury and West Long Branch on
October 1, 1965, pursuant to the Sewerage Authorities Law of the State of New
Jersey (P.L. 1946, Chapter 138 as amended and supplemented).

As a public body, under existing statutes, the Authority is exempt from both
federal and state taxes.

Note2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Authority’s utilizes the accrual basis of accounting and in accordance with
accounting principles generally accepted in the United States of America (GAAP)
revenue is recorded as earned and expenses are reflected as the liability is
incurred.

The Authority applies all Governmental Accounting Standards Board
pronouncements as well as Financial Accounting Standards Board statements and

pronouncements.

The Authority has no component units as defined under Section 2100 of the
GASB Codification.

Cash and Cash Equivalents

Amounts include petty cash and change funds, interest-bearing accounts and
short-term investments with an original maturity date of three months or less from
the date of purchase, carried at cost, which equals fair market value.

Investments

Investments include United States Treasury Notes, Governmental Money Market
Funds, a Certificate of Deposit and municipally issued Bond Anticipation Notes.
Investments are carried at market value. Investments have a maturity date of three
months or more.

Inventory

Minimal inventories of parts, chemicals and supplies are maintained by the
Authority and are expensed when purchased. Diesel fuel, valued at cost, at
October 31, 2013 and 2012 was $27,501 and $31,200, respectively.
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Note 2.

TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Accounts Receivable

The Authority bills its sewer charges to customers in participating municipalities
quarterly and these quarterly bills are due on the 1* day of February, May, August
and November.

Customer municipalities are billed in bulk, annually, and these customer charges
are due on the 15th day of January, April, July and October.

Bonds and Notes - Discounts and Premiums

Bonds and notes - discounts and premiums are amortized using the interest
method over the term of the bonds. Net bond and note discounts and premiums
are presented as a reduction of the face amount of the bonds and notes payable.

Gains or Losses on Debt Refundings

In accordance with GASB Statement 65, “Items previously reported as assets and
liabilities”, gains or losses arising from debt or the life of the new debt are to be
reflected as Deferred Outflows of Resources.

Restricted Funds

In accordance with the 1978 Bond Resolution and the 1991, 1993, 1993B, 1996A,
2000 and 2003 Supplemental Bond Resolutions, the Authority has established the
following funds:

Fund Amount Use for Which Restricted
Revenue All revenue received by the Authorized operating expenses and
Authority. periodic transfers to other funds in

accordance with Section 506.

Construction Proceeds of debt issued and The cost of acquisition or
construction grants-in-aid. construction of all or any part of
the sewerage system.
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TWO RIVERS WATER RECLAMATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEARS ENDED OCTOBER 31,2013 AND 2012

Note 2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Restricted Funds (Continued)

Fund

Bond Service

Sinking

Bond Reserve

Renewal and
Replacement

General

Amount

Amount needed to pay matured
principal and interest plus principal
and interest due on or before the
first day of May or November next
ensuing.

Amount of required installments
according to Bond Resolution.

Amount of interest payable one
year after authentication of the
bonds.

Amount needed to meet the system
reserve requirement as certified by
the consulting engineer.

No minimum requirements.

Use for Which Restricted

Principal and interest on Bonds.

Retirement of the term bonds.

Transfers to meet minimum levels
required in the bond service and
sinking funds. Any excess may be
transferred into the general fund.

The cost of major repairs, renewals
and replacements. Any excess may
be transferred into the general
fund.

Transfers to meet minimum levels
required in all other funds. Any
excess may be used by the
Authority for any lawful purpose.

In addition to the restricted funds required by the Indenture of Trust and the
Supplemental Indentures, the Authority has established additional restricted use

funds as follows:

(1) Escrow Fund - Advance payments and deposits required as a condition for the
Authority to commence engineering reviews and inspections on new
development, and cash in lieu of bonds required by the Authority. Monies
held for reviews and inspections become earned revenues of the Authority as
the services are performed, and amounts remaining at project completion,
including a portion of interest earnings, are returned to the developer. Cash
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Note 2.

TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Restricted Funds (Continued)

(1) Escrow Fund (Continued)

held in lieu of bonds is refunded in the same manner, and following the same
procedures, as those for the release of bonds required by the Authority.

(2) Reserve for Rate Stabilization Fund - Available to offset the impact on rates
of future plant expansion.

Grants

Grants externally restricted for non-operating purposes are recorded as
contributed capital and identified as grants-in-aid in the Authority’s records.

Unamortized Bond Issue Costs

The unamortized deferred bond issuance costs incurred with the 2000 and 2003
bond issues were written off as of October 31, 2012.

Management's Estimates

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 reported amounts of revenues and
expenditures/expenses during the reporting period. Actual results could differ
from those estimates.

Operating versus Non-Operating Revenues

It is the Authorities position to treat Annual Charges received from Customer
Municipalities, Service Charges received from Participating Municipalities and
Connection Fees as Operating Revenues. All other revenues are considered Non-
Operating.

Deferred Outflows/Inflows of Resources

In addition to assets, the Statement of Financial Position will sometimes report a
separate section for deferred outflows of resources, which represents a
consumption of net resources that applies to future periods.
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TWO RIVERS WATER RECLAMATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEARS ENDED OCTOBER 31,2013 AND 2012

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Capital Assets

Capital Assets are stated at cost which includes direct construction costs and other
expenditures related to construction.

System construction costs are charged to construction-in-progress until such time
as given segments of the system are completed and put into operation.

It is the Authorities policy to record capital assets when their cost exceeds $2,000.

All reported capital assets except for land and construction in progress are
depreciated. Changes in capital assets and the useful lives used for determination
of annual depreciation are as follows:

Non-Depreciable Assets:

Constr. in Progress 3

Land and Easements
Depreciable Assets:

Buildings and Additions

Other Improvements

Sewer Mains and

Interceptors

Pump Stations

Other Equipment

Vehicles

Less: Accumulated
Depreciation

Estimated
Useful Lives

Balance Current Year's Activity Balance
October 31,2012 Increase Decrease October 31,2013
$ 280,373 § $ 280,373
1,470,400 1,470,400
13,640,965 1,017,687 14,658,652
68,523,592 248,025 (260,254) 68,511,363
32,530,497 32,530,497
6,821,191 148,887 6,970,078
2,349,485 170,492 2,519,977
1,056,123 38,400 (16,961) 1,077,562
126,392,253 § 1,903,864 $ (277,215) $ 128,018,902
(50,565,074) (2,976,946) 143,554 (53,398,466)
75,827,178 $ (1,073,082) $ (133,661) $ 74,620,435

40 - 75 Years
7 - 20 Years

75 Years
40 Years
5-75 Years
5-10 Years

Accumulated depreciation at October 31, 2013 and 2012 was $53,398,466 and
$50,565,074, respectively.

Depreciation expense for the years ended October 31, 2013 and 2012 was
$2,976,946 and $2,957,887, respectively.

Depreciation on assets acquired with grants-in-aid and contributed capital assets
are recorded as a reduction of contributed capital.
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Note 2.

Note 3.

TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Net Position

Net position represents the difference between assets and liabilities. Net
investment in capital assets consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balances of any borrowings used for the
acquisition, construction or improvement of those assets. Net position is reported
as restricted when there are limitations imposed on their use either through the
enabling legislation adopted by the Authority or through external restrictions
imposed by creditors, grantors or laws or regulations of other governments.

CASH, CASH EQUIVALENTS AND INVESTMENTS

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

Investments are stated at cost, which approximates market. The Authority classifies
certificates of deposit that have original maturity dates of more than three months but
less than twelve months from the date of purchase, as investments. The Authority is
in compliance with GASB Statement No. 3 as amended by GASB Statement No. 40.

A. Deposits

New Jersey statutes require that authorities deposit public funds in public depositories
located in New Jersey that are insured by the Federal Deposit Insurance Corporation,
or by any other agency of the United States that insures deposits made in public
depositories.

New Jersey statutes require public depositories to maintain collateral for deposits of
public funds that exceed depository insurance limits as follows:

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

In addition to the above collateral requirement, if the public funds deposited exceed

75% of the capital funds of the depository, the depository must provide collateral
having a market value at least equal to 100% of the amount exceeding 75%.
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Note 3.

TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

CASH, CASH EQUIVALENTS AND INVESTMENTS (CONTINUED)

A. Deposits - Continued

All collateral must be deposited with the Federal Reserve Bank of New York, the
Federal Reserve Bank of Philadelphia, the Federal Home Loan Bank of New York or
a banking institution that is a member of the Federal Reserve System and has capital

funds of not less then $25,000,000.

As of October 31, 2013, the book balances of cash equivalents (Deposits) of the
Authority, consisting of interest bearing Checking and Money Market Checking
accounts totaled $ 1,017,788. The bank balances for these accounts totaled $992,795.

Of' this, $ 875,987 was covered by FDIC insurance.

B. Investments

New

Jersey statutes permit the Authority to purchase the following types of

securities:

Bonds or other obligations of the United States of America or obligations
guaranteed by the United States of America. This includes instruments
such as Treasury bills, notes and bonds.

Government money market mutual funds.

Any federal agency or instrumentality obligation authorized by Congress
that matures within 397 days from the date of purchase, and has a fixed

rate of interest not dependent on any index or external factors.

Bonds or other obligations of the school district or local unit of which the
school district is a part.

Any other obligations with maturities not exceeding 397 days, as
permitted by the Division of Investments, New Jersey State Department of
Treasury, including investments in municipal bond anticipation notes.
Local government investment pools.

New Jersey State Cash Management Fund.

Repurchase agreements of fully collateralized securities, subject to special
conditions.
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TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED OCTOBER 31,2013 AND 2012

Note 3.  CASH, CASH EQUIVALENTS AND INVESTMENTS (CONTINUED)

B. Investments (Continued)

Generally accepted accounting principles (“GAAP”) establish a framework for measuring
fair value. That framework provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority
to unadjusted quoted prices in active markets for identical assets or liabilities (level 1
measurements) and the lowest priority to unobservable inputs (level 3 measurements).
All investments are considered Level 1 investments. The Authority believes its valuation
methods are appropriate and consistent with other market participants.

Level 1 — Inputs to the valuation methodology are unadjusted quoted prices for identical
assets or liabilities in active markets that the Authority has the ability to access.

As of October 31, 2013, investments were:

Maturities
Interest Market Less than
Description Rate Value 1 year 1-5 yrs.
REVENUE FUND:
WELLS FARGO ADVANTAGE $ 4,700,591 $ 4,700,591 §$
GOV. MONEY MARKET FUND Var. 4,700,591 4,700,591
BOND SERVICE FUND:
WELLS FARGO ADVANTAGE
GOV. MONEY MARKET FUND Var. 1,150,349 1,150,349
1,150,349 1,150,349
BOND RESERVE FUND:
WELLS FARGO ADVANTAGE
GOV. MONEY MARKET FUND Var, 362,408 362,408
362,408 362,408
CONSTRUCTION FUND:
WELLS FARGO ADVANTAGE
GOV. MONEY MARKET FUND Var. 183,567 183,567
183,567 183,567
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Note 3.

TWO RIVERS WATER RECLAMATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

CASH, CASH EQUIVALENTS AND INVESTMENTS (CONTINUED)

B. Investments (Continued)

Maturities
Interest Market Less than
Description Rate Value 1 year [-5 yrs.
RENEWAL AND REPLACEMENT FUND:
WELLS FARGO ADVANTAGE
GOVMMFD Var. $ $750,393 $ $750,393 $
750,393 750,393
GENERAL FUND:
WELLS FARGO ADVANTAGE
GOV MM FD Var. 12,965,981 12,965,981
CERTIFICATE OF DEPOSIT Var. 221,785 221,785
MUNICIPAL NOTES (BANS) 1.375% 1,000,000 1,000,000
U.S. TREASURY NOTES .50% to 1.250% 605,485 305,449 300,036
14,793,251 14,493,215 300,036
GRAND TOTAL $21,940,559 $21,640,523 $300,036
Credit Risk:

Obligations of the U.S. Government or obligations explicitly guaranteed by the

U.S. Government are not considered to have concentration of credit risk.

Interest Rate Risk:

New Jersey Statutes and the Authority’s Cash Management Plan limit investment

maturities as a means of managing interest rate risk exposure.

Custodial Credit Risk - Deposits:

Custodial Credit Risk is the risk that in an event of a bank failure, the Authority’s
deposits may not be returned to it. The Authority has mitigated this risk by
limiting deposits only with banks participating in both the FDIC and NJ GUDPA

programs.
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Note 4.

Note 5.

TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

DEFERRED COMPENSATION PLAN

The Authority has established a Deferred Compensation Plan pursuant to Section 457
of the Internal Revenue Code and under the provisions of N.J.S.A. 43:15-1. The Plan
is an arrangement whereby a public employer may establish a plan and permit its
employees to voluntarily authorize a portion of their current salary to be withheld and
invested in one or more of the types of investments permitted under the goveming
regulations.  Contributions are recognized when received by the Administrator,
withdrawals and administrative fees when paid by the Administrator and earnings
when the Administrator is notified by the company with which the funds are invested.
Investments are managed by the Plan trustees under various investment options
offered by the Equitable.

Amounts deferred under the plans are not available to employees until termination,
retirement, death or unforeseen emergency.

PENSION PLLAN

Plan Description

The Authority’s employees participate in the Public Employees' Retirement System
(PERS), a cost-sharing multiple-employer defined benefit pension plan administered
by the Division of Pensions in the Department of the Treasury, State of New Jersey.
The plan provides retirement, death, disability benefits and medical benefits to certain
qualifying plan members and beneficiaries. The Public Employees' Retirement
System was established in January, 1955 under the provisions of N.J.S.A. 43:15A.
The Public Employees' Retirement System issues a publicly available financial report
that include financial statements and required supplementary information. This report
may be obtained by writing to the State of New Jersey, Division of Pensions, 50 West
State Street, Trenton, NJ 08025 or on the State of New Jersey website.

Funding Policy and Contributions

Employee contributions were 6.64% of pensionable wages through June 30, 2013 and
6.78% of pensionable wages thereafter. Employer's contributions are actuarially
determined annually by the Division of Pensions.  All contributions were equal to
the required contributions for each of the three years, respectively.
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Note 5.

Note 6.

TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

PENSION PLAN — (CONTINUED)

Funding Policy and Contributions — (Continued)

Employer and employee contributions for PERS for the last three years ended
October 31 were as follows:

Year Employer Emplovee
2013 $ 279,877 $ 179,608
2012 275,282 170,969
2011 273,136 138,748

AMOUNTS REQUIRED BY BOND RESOLUTION

Under the Bond Resolution of 1978, as supplemented, certain requirements are
stipulated as follows:

Bond Service Requirements

The Bond Service Fund must equal the amount of any unpaid interest plus any
interest to become due on or before the first day of May or November next ensuing,
plus any unpaid principal then due, plus any principal maturing on or before the first
day of May or November next ensuing,

In connection with these requirements at October 31, 2013, the following information
was applied:

Bond Service Fund - Investments at October 31, 2013 $ 1,150,349
Less: Interest Required 160,627
Excess $ 989,722
Interfunds Payable 989,722
Excess $  None

- 25 .



Note 6.

Note 7.

TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED OCTOBER 31,2013 AND 2012

AMOUNTS REQUIRED BY BOND RESOLUTION (CONTINUED)

Bond Reserve Requirements

The Bond Reserve Fund must equal the aggregate of the amounts of interest with
respect to every bond then outstanding which accrue during the period of one year
after authentication and delivery of such Bond upon original issuance. Bonds issued
through the NJEIT have a bond reserve requirement, held by the NJEIT.

In connection with these requirements at October 31, 2013, the following information
applied:

Bond Reserve Fund - Investments at October 31, 2013 $ 362,408
Reserve Requirement, interest which accrues

during the period of one year after the authentication
and delivery of the Revenue Bonds:

Series 2003 357,199
Excess $ 5,209
Interfunds Payable 5,209
Excess $ None

RATES, BILLINGS AND UNEARNED REVENUE

Effective January 1, 2002, the residential unit service fee was revised to $360 per
year, payable at a rate of $90 per quarter. That rate remained in effect throughout the
fiscal year ended October 31, 2013.

Unearned Revenue of $953,186 represents the portion of the participant’s calendar

year billings for November and December 2013, which are billed but unearned at
October 31, 2013. Unearned Revenue at October 31, 2012 was $947,473.
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TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

Note 7. RATES, BILLINGS AND UNEARNED REVENUE (CONTINUED)

The number of billing units within the participating municipalities as of October 31,
2013 and 2012 were as follows:

Billing Units as of October 31,

Participating Municipality 2013 2012
Fair Haven 2,287.96 2,284.88
Little Silver 2,791.75 2,813.08
Monmouth Beach 2,080.81 2,090.17
Oceanport 2,551.12 2,540.35
Shrewsbury Borough 2,704.61 2,682.62
West Long Branch 3,445.92 3,453.29
15,862.17 15,864.39

The Authority makes annual charges to the customer municipalities and government
facilities as set forth in the customer agreements. Participating Municipalities may be
assessed for deficiency charges pursuant to the Bond Resolution.

Annual charges are computed on a “per million gallons per year of sewage flow”
basis. The annual charge will be a proportionate share of the trunk sewer capacity,
the treatment capacity and a share of the administration, operation and maintenance
COsts.
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Note 8.

TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

LONG-TERM DEBT

2000A Series Bonds - New Jersey Environmental Infrastructure Trust

On November 9, 2000, the Authority issued $49,357,977 in Revenue Bonds through
the New Jersey Environmental Infrastructure Trust (“NJEIT”). The “Fund” portion
of the Bond Issue, $22,642,977, was issued on an interest free basis. The remaining
Bonds mature semi-annually from February 1, 2013 through August 1, 2020 at
maturities ranging from $30,895 to $1,178,194. The Bonds were issued with an
original issue premium of $20,100.

On September 27, 2006, the Authority received notice from the NJDEP that $53,137
was deobligated. A reduction of the final principal repayment due on August 1, 2020
was made.

The “Trust” portion of the Bond Issue, $26,715,000, has remaining annual maturities
due from August 1, 2014 through 2020 at amounts ranging from $1,620,000 to
$2,195,000 and bear interest at rates ranging from 5.00% to 5.25%.

The “Trust” portion of the Bond Issue was refunded by the NJEIT during the fiscal
years ending October 31, 2006 and 2010. The Authority realized present value
savings of $1,034,704.60 and $139,070, respectively.

The “Fund” portion of the Bond Issue, $22,642,977 has remaining semi-annual
maturities due from February 1, 2014 through August 1, 2020 at amounts ranging
from $184,238 to $1,154,691 and were issued at a 0% interest rate.

2003 Series Revenue Refunding Bonds

On March 15, 2013, the Authority executed an early redemption of all of the
remaining 2003 Series Revenue Refunding Bonds. Sufficient funds were transferred
to the Trustee, which are being held in an irrevocable escrow account to be utilized
for redemption of the 2003 Series Bonds on November 1, 2013. Accordingly, the
bonds have been defeased in full.
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TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

Note 8.  LONG-TERM DEBT (CONTINUED)

Changes in long-term debt are as follows:

Balance Balance Due Within Long Term
October 31, 2012 Decreased  October 31, 2013 One Year Portion
Revenue Bonds § 29,309,143 $ 7,448,307 $ 21,860,836 $ 2,857,101 $19,003,735
Total $ 29,309,143 $ 7,448,307 $ 21,860,836 $ 2,857,101 $19,003,735
Principal and interest due on revenue bonds outstanding is as follows:
Fiscal
Year Ended
October 31 Principal Interest Total
2014 $ 2,857,101 § 556,041 $ 3,413,142
2015 2,936,564 474,846 3,411,410
2016 3,028,106 387,433 3,415,539
2017 3,117,174 295,645 3,412,819
2018 3,217,871 196,826 3,414,697
2019 3,323,434 75,405 3,398,839
2020 3,380,585 3,380,585
$ 21,860,836 $ 1,986,196 $ 23,847,031
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Note 9.

Note 10.

TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

COMPENSATED ABSENCES PAYABLE

At October 31, 2013, the Authority allows employees to accumulate unused benefits
as follows:

Sick Leave - Employees are granted eleven (11) days of sick leave per contract
year. Unused sick days can be accumulated from year to year with no limit. For
Local 1075 members with six years of service, upon death or retirement, an
employee or their beneficiary will be paid for one-half of accumulated sick time
up to 160 days. For Local 32 members and non-union employees with five years
of service, upon separation or death, an employee or their beneficiary will be paid
for one-half of accumulated sick time up to 150 days.

Vacation - Vacation time may be carried from year to year, up to five days per
year, non-cumulatively.

At October 31, 2013 and 2012, $336,917 and $338,035, respectively, of compensated
absence liability is recognized as a liability. For the purpose of establishing the
liability, the Authority recognizes the value of current accumulations calculated in
accordance with the policies enumerated above. This liability is fully funded.

CONTINGENT LIABILITIES

In the normal course of business, the Authority may periodically be named as a
defendant in litigation. The Authority’s attorney has indicated the Authority does
have litigation in progress with its Customer Municipalities. The attorney was
unable to form an opinion as to the ultimate outcome of the claim. The claim
filed by the Customer Municipalities seeks some $19.2 million dollars from the
Authority.
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Note 11.

TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

RISK MANAGEMENT

The Authority is exposed to various risks of loss related to torts; theft of, damage to,
and destruction of assets; errors and omissions; injuries to employees; and natural
disasters. Health benefits are provided to employees through the State of New Jersey
health benefits plan. The Authority retains the services of a risk manager to consult
with the Authority to mitigate losses. The Authority is a member of the New Jersey
Utilities Authority Joint Insurance Fund.

Property and Liability Insurance: The Authority maintains commercial insurance
coverage for property, liability and surety bonds. A complete schedule of
insurance coverage can be found in the Schedule of Insurance.

New Jersey Unemployment Compensation Insurance: The Authority has elected
to fund its New Jersey Unemployment Compensation Insurance under the
“Benefit Reimbursement Method”. Under this plan, the Authority is required to
reimburse the New Jersey Unemployment Trust Fund for benefits paid to its
former employees and charged to its account with the State. The Authority is
billed quarterly for amounts due to the State. The following is a summary of
Authority contributions, employee contributions, reimbursements to the State for
benefits paid and the ending balance of the Authority's expendable trust fund for
the current and prior two years:

Ended Employee Amount Ending
October, 31 Interest Contributions Reimbursed Balance
2013 $ 3 $ $ 98,531
2012 3,432 98,531
2011 6,778 95,099
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Note 12.

TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED OCTOBER 31,2013 AND 2012

RECONCILIATION OF EXPENDITURES —
BUDGETARY BASIS TO GAAP BASIS

The following represents a reconciliation of expenditures from the Schedule of
Operating Revenues and Expenditures Compared to Budget (Schedule 3) to the
Comparative Statement of Revenues, Expenses and Changes in Fund Net Position
(Exhibit B).

2012

Less Asset
Per Schedule 3 Acquisitions Per Exhibit B

Administration and General $ 1,687,409 $ (4,390) $ 1,683,019

Treatment Plant 5,104,567 (106,542) 4,998,025
Lines and Pump Stations 1,167,088 (25,372) 1,141,716
Renewal & Replacement 974,905 (899,032) 75,873

$ 8,933,969 $ (1,035,336) $ 7,898,633

2013
Less Asset
Per Schedule 3 Acquisitions Per Exhibit B
Administration and General $ 2,008,391 $ - $ 2,008,391
Treatment Plant 7,993,465 (1,788,178) 6,205,287
Lines and Pump Stations 970,531 - 970,531
Renewal & Replacement 116,872 (85,850) 31,022

$ 11,089,259 $ (1,874,028) $ 9215231
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TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED OCTOBER 31,2013 AND 2012

Note 13.  POST-RETIREMENT BENEFITS

The Authority participates in the New Jersey State Health Benefits Program (“SHBP”),
which qualifies as a cost-sharing, multiple-employer plan in accordance with GASB
Statement 45, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions. The SHBP is administered by the State of New Jersey,
Department of Treasury, Division of Pensions and Benefits.

Under the SHBP, retirees may continue the health benefits programs in which they were
enrolled at the time of retirement, provided the retiree pays the costs of the benefits (at
group rates) for themselves and their eligible dependents.

A retiree may also receive Authority paid health benefits in accordance with labor
agreements if they have twenty-five (25) or more years enrolled in the pension system.

Funding Policy — The contribution requirements of plan members are established and
may be amended by the state legislature. Participating local government units are
contractually required to contribute at a rate assessed each year by the SHBP. The SHBP
Commission sets the employer contribution rate based on that annual required
contribution of the employers (ARC) as established in an annual rate recommendation
report.

The Authority funds retiree health benefits on a pay as you go basis. For 2013 and 2012,
the Authority‘s contributions to the SHBP for retiree’s health benefits $131,871 and
$97.,650.

The State of New Jersey, Department of the Treasury, Division of Pensions and Benefits
issues publicly available financial reports that include financial statements and required
supplementary information of the SHBP. The financial reports may be obtained by
writing to the State of New Jersey, Department of the Treasury, Division of Pensions and
Benefits, P.O. Box 295, Trenton, New Jersey 08625-0295.
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Note 14.

Note 15.

Note 16.

Note 17.

TWO RIVERS WATER RECLAMATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED OCTOBER 31, 2013 AND 2012

SUBSEQUENT EVENTS

The Authority has evaluated subsequent activity through the date of the auditors’
report, January 10, 2014, which is the date the financial statements were available to
be issued. No such disclosures are warranted.

RECENT PRONOUNCEMENTS

During fiscal year 2013, the Authority adopted the following GASB Statements:

GASB Statement 63, Financial Reporting of Deferred Outflows of Resources,
Deferred Inflows of Resources, and Net Position

GASB Statement 65, ltems Previously Reported as Assets and Liabilities

PRIOR PERIOD RESTATEMENTS

As required by GASB Statement 65, ltems Previously Reported as Assets and
Liabilities, the Authority’s Comparative Statement of Net Position and Comparative
Statement of Revenues, Expenses and Changes in Fund Net Position are reflected as
restated as of and for the fiscal year ended October 31, 2012.

As discussed above in Note 15, the Authority implemented the provisions of GASB
Statement No. 65 this year. Bond issues costs previously recorded as deferred
charges were eliminated. This restatement resulted in a reduction of unrestricted net
position of $337,631.

GASB Statement 45, Accounting and Financial Reporting by Employers for
Postemployment Benefits Other Than Pensions prescribes accounting policy for
participants in cost-sharing multiple-employer plans for post-retirement benefits.
Accruals for other post-employment benefits have been eliminated. This restatement
resulted in an increase in unrestricted net position of $2,247.411.

RESTRICTED NET POSITION

Enabling regulations including the bond resolution and Authority Commissioner’s
resolutions have placed restrictions on the following elements of Net Position:

Collection System Improvements, Rate Stabilization, Debt Service, Renewal and
Replacement, Dredging Project and Future Capital Improvements.
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SUPPLEMENTARY INFORMATION




TWO RIVERS WATER RECLAMATION AUTHORITY
COUNTY OF MONMOUTH, NEW JERSEY
SCHEDULE OF CASH RECEIPTS, CASH DISBURSEMENTS AND CHANGES IN
CASH AND CASH EQUIVALENTS AND INVESTMENTS - UNRESTRICTED ACCOUNTS

FISCAL YEAR ENDED OCTOBER 31, 2013

Cash and Cash Equivalents and Investments,

Schedule 1

November 1, 2012 $ 4,211,145
Cash Receipts:
Customer Municipalities Annual Charges 7,305,511
Monmouth Park 277,159
Participating Municipalities Service Charges 7,105,281
Other Income 317,022
interest income 6,026
Connection Fees 854,164
Transfers from Restricted Accounts 2,514,987
Federal Emergency Management Agency 275,381
Insurance Recovery Related to Hurricane Sandy 822,070
Total Cash and Investments Available 23,688,747
Cash Disbursements:
Vendors and Payroll 12,542,023
Transfers to Restricted Accounts 6,077,104
Total Cash Disbursements 18,619,127
Cash and Cash Equivalents and Investments,
October 31, 2013 $ 5,069,620
Balance Comprised of:
Cash and Cash Equivalents $ 369,030
Investments 4,700,591
$ 5,069,620

-36 -



12.'888°LL $ €££6'Z81 $ 8ip'86 $ Lo6'¢gl $ B90°LOL'SL  $ €6£°0GL $  8ov'zoe $ BPEOSLL $
996'6£Z'L1 £95°¢81 LGZ'eBL YL £6€°06L 80¥'Z9¢E 6YE0GL L SjUBLSBAUY
85.L'8¥9 $ g£es'egl $ 8iv'es $ $ 8089t $ $ $ 3 sjusjeanba ysen pue ysen
J0 pasudwo) soueeg
1Z1'e88'LL ¢ €£6°281 $ 8iv'es $ /9G'e8l $ 6G0°19L°GL % €£BE0GL $ 80¥'Zoc $ BPEOSL $ €102 'L€ J8qOI0Q0 'sjusISaAUy
pue sjuseaINb3 ysey pue uysen
Z0L'6SS Pl 296'ES 265'7.6'6 geg'g z.0T Lr0'0ZS'Y Sjustiesingsi Yseg (1o}
296'eS 296°¢G syswAed moiosy sladojaasg
Sv1'08 S¥108 834 SABASIIWDY - LITMN
Zil'asp'e 622'98Y' [AZL R4 Spun paIoIsay O] sisjsuel ]
L86'PLGT ZZ0'605°2 £68'¢ 20T Spun4 peoLsaiuUn o} sigysuely
90v'z96'c 90P'298'e Jusby Mmouos 0] JajsuBl)
Ge6'y GEB'Y SBION uonedidguY puog Uo Wniald
£0£'8¢9'e 10€'889'c jedoully puog jo juswiied
685°108 695108 1$8.B)U} puog JO Juswhed
‘SjustuasINgsi(] Usen
6Z8'EYy'ZS §60'9¢Z 81v'86 £95'€81 1G9'eeL 6T 92T’ LS. 08y 9L 06£'049°S siqelieny
SIUSWISBAU] pUB USED) [BI0 L
1160} LLS%0L sysode siadoeasqg
[AANCI A Zv8'e 622'961'¢ SPUN-{ PajoiIsSay Wy sisjsuel ]
0L 1109 B80€'955 Y £81L'v8Z z19'92z') SpUn - PajoLISalUf WOy sisysuel |
00L'6 ooL's SUOHOBUUOY) JOMag
Gie'L [:3% 86.°G gLe 869 .8 SILBLIISBAU| UO 1S8Ia)
s1disoay yses
89S°9¥L'ZZ $ v8S'IEL $ 8l¥'es $ 8br'yiL $ zZ09'895'0Z ¢ zeT'zov $ zZzg'eoe $ 2or'ive ¢ ZL0Z ‘| 19qUISAON ‘SjUBUNSOAUY
pue sjus(eAainbl yseo pue ysen
oL SSenETe] EINEREDY UOIORISUoS [BERED) JUBUIEse|day EINEREN NS
MCI0ST JuswiAojdwiaun pue [emausy puog puog
SIUNODOY JaI0 JuBLsLIbY puog onusAsy Ag peiinbey SjUNoody

¢ 3NpsYog

€102 1€ ¥350150 Q3ANI UV3A 1voSId

SINNOJ2V A3LON1SIY - SINSWISIANI ANV SINTIVAINDSI HoVD ONV HevD

Ni SSONVHO ONY SININISUNGSIA HSVI S1diE0ad HevD 40 I 1NaIHOS

AJSHIr MIN HINOWNOW 40 AINNOD

ALIFOHLOVY NOLLYWVIS3Y ¥I1VM SHIATY OMI

-37 -



sanusney Buneredo g10..

BLUODU| SNOBUBYBOSIA
sebiey uoRdsuLeD
18894 IBYIO

SJUBLISBAU] UO 183u8U|

SUMO | Jaquuspy sBulllg [enpiaipu;
:sebieyy aonies

MiBd YINOWUON
UINOWILOW Lo
Angsmaiyg jo diysumo
wbug esg
LOSWINY
yueg pey
siled uciutL
umojLiolesy
SBNIIOR L JUSLWILISALD)
pue sefijedioiunyy JBWoISny Wol anusAey

SERUBATY

6E0"PYS ¢ Spi/es'el $  90/'¢B0'tl $  109'6/8 $  98G'¥EFYL §  GeEPSS Tl $ GBEPSGEL
985'8¥1 9857799 000615 98266/ 981 L1 0081/ 008°L/8
299°851 299'8/1 00002 220162 220°21€ 000°0Z 00002
{920°01) ¥26'sey 000'66% $9€'208 79158 008°15¢ 008°LSe
(69279) 1e2'8l 000'62 (6si'cl) 1p8'LL 00062 000'52
609'8¢ 609°069'S 000°259'S 60016 621'85/°S 021'299°S 021°299°S
£19°c09 61£7196°/ 90/'/68°9 GOET ocy'eey'L Go0'Leb'Z 590°L6Y L
608552 608'552 S50°€4Z

£g1'gel £81'86/ 050'€0.

L26'971 L16'OvL rrL'9EL

orl'Leg obL 16g 9EY vre

z€9'099'tL z£9'099'L 129'668"L

L' LELLELY 6L1°0V8'1

S92'c/6 §9Z'S16 0801241

z0Z'p89'L Z0Z'789'L 608'5/6't

$ $  90/'/68'9 $ $ $  690'16Y'L $  GO0'LeYZ
[enoy o) feurd pszesy eBpng BNy o1 [eurd paziesy ebpng 1|6pRg
SOUBLBA 1eud SOUBLIBA leuy paidopy
Z10Z ‘L€ jagoRg £10Z L€ 18010
Z10Z GNV €102 1€ 9380100 G30NT SUVIA 1v55id
135dN8 01 0IUVJNOD STUNLIONTIdXS GNV S3NINAATH DNILVEIH0 40 SIN03H08 SALLVSVINOD
ASSHIT M3N HINOWNONW 40 ALNNOD
ALTHOHINVY NOILVAV 1039 S31VA SSIAIY OML
$10 [ 9aUs

€ SINpaycs

-38 -



00¢ 005'L€ 00028 (gzi'y) TANE 000'ce ooo‘ee $9394 SloNpny
{000°¢) 008'9 008'c 00¥ 00¥'e 008'e 008's $994 88isni,
(285'vy) 256'501 000°'L9 766°L 90088 000'06 000°06 ss94 BuLiesuibug
{os0°¢c€) 05028 000'6Y (evL'ziL) Zri'zel 000'0L 000'0L $894 jefe
sasuadxd |BUOISSSI0Id
(c60'}) £60'9 000G 000's 000's 000G AousBupuogd
89 Zev'e 00s'e 89 zev's 00s'e 006'e Jemeg yourug Buon
L $01 501 ¢ 204 0Ll oLt Auadoid Yy Jo seses
(c9) £00'e 000’ (505'2) $0L's 00z’ 00z's sosuadx3y bupssy
159 548 00. 9/t ¥25 00/ 00/ sieyseq Yo
625 12T 008'L 88/ ZL0'L 008’1 008°L suonduosang
0067 00S'y 0o¥'L £85'2 Lo¥'L 00004 0000} diysiequisyy pue seng
558 a¥1'08 000°L8 658 g¥l 08 000’18 000°18 $984 Jusby g uolRASIILPY LIArN
69%'L 109 008'L (v09'01) yoL'8lL 0052 005, se8.4 Buisiuenpy
709'9 96¢'601 000'0L1L 856'Z1 Zye'voL 002 411 002’211 JouBINSU} LORBSUSAWIOD S 18I0
12Z¥'eL £26'091 000721 ¥29'L2 9/£'951 000081 000'081 aouRINSUY; ssausNg Aliger alid pue oy
(516 GL0'L 005 (L22'%) IWAN] 00¥ 00¥ sosuadxy [enelf
902 $6.7 000'e 6612 108 000 000°€ 20UBIBJUOD SISUOISILIOD
(L¥p'2) Ly9's ooz'e (811'2) 9199 008"y 00y Buies} pue seousIsjuod
s9suddx3 jelousn
119} £28'21 00071 (v80) ¥8L'yL 000'vL 000'pL suoydaja
122'¢ £22'81 00022 864'GL z05'02 00¢'08 00£'98 SpeLUOD BolvBS Juswdinb3
1y0's £66'2L 0008} $86'0L gLe's ooe'sl 00£'84 Bupuud
016'6 060'6 00061 (628'9) 8.0'8L 00§'L1 00S'41 ssjddng pue [gjusy ustudinby
186'9 ¥10'6 000'91L (2L19) z.9'12 006'9 00g'94 sayiddng pue Asuonels
(¥g6'1) y81's 002’ £ov'L L£0°€ 00§’y 005'¥ sbesod o0
'sssuadxg a0
L16'21 £80°LL 000'62 ¥2s's 9.%'02 000°0¢ 000°0€ aBejs04 Buing
{e91'st) [ AVA 0002 (862'01) 8621 0002 0002 8olnueg Jeinduio)
z82'512 282'6/2 285'52Z 190'082 £v9'50€ £¥9°'50¢ S¥3d uoisuad
SLL'L s8¢ 008t (566) S6Y'z 00s'L 006'L peleley |esipapy sahoiduig
(09g't) zel'le z.8'6¢e (e9) £96°'9¢ 00s'9¢ 00508 BJBOIPSIN PUB YOI
28.2 8.6'2¢1 09/'gel BLL'gL) 61.'982 000'842 000'842 siyaueg eakojduig
(ves'iy) ¥2o'vzs $  00LiLY ¢ (go6'es) $  G99'0eS $  ooL'oly $  o0l'ely $ sobep pue ssueiRg SARRASIUILPY
“mmwcmaxm {2iauasy pue sAjRgSILILpY
m@:ztcwmxm
[En5Y 0f [eur] PoBIEND jsbpng [BroY 03 TeUTd pSbIEls obpng 16PNy
douUBLIRA 40 pled eurd SVUBLBA 10 pled feuid UQQQB&
Z102 '1€ JBaopo £10Z 1€ 12q0100
2102 GNV £10Z 1€ ¥380100 QJUNS S4V3A 19I5
1390anN8 OL 0¥V JNOD STHNLIONIdXT ONY SINNSASY DNILVIId0 40 F1NA3H98 SAILVOVARGS
AZSY3r M3N HITOWNOW 40 AINNOD
ALTHOHINY NOILVINV 1034 U3 1vM SUIAY ORL
§102 18808

€ 8psudg

-39 -



{1z8's)

128's§

000°0%

(y8e'v9)

€ 8|npayog

sredey wawdinbg
SIOBAUCT 80IAES Jusiudinbg
saliddng soueusiLIR)
saiddng Alauoneis
Ja1ep
$OOIAISG UOHBIGIRD
Sliuled Yd3 pue 430
SOUBUSIUIBIN MOM |
papesiun - jpnd
SfediUsy Y YIng UON
BPIX0ISd UsBOIPAH
WA
S10IYo0dAH wnipog
S0 jeInjeN
18seiq - fend
Roiosiy
Buiures | pue seoUBIBILON
'sesusdxg ueld Juswieal] BUIo
SIBDIPSIN pUB YOI
s)yeueg aafoidwy
sabepn pue seueles ueld
'sasuadx3 Buidwng ule pue Jueid uaunesl)

sesuadxy [elouan) pue SAJRISIULIPY 8101

pun4y snusAsy sas4 Juey
$884 [201SAYd JusWAo|dwI-8id
SOIOIUSA JOIOW JO UOISIAIG
$834 Juswsbeuep SIcISBAL|
(panuiuo)) sesuadxy jeuoIsssiold
(penuyuoD) sesusdx eisuse) pue ANRASIUILDY

y8€'vLL 000°05 000°08
(1v8) Lre'sy 000'sY 955°01L Pyb'6e 000'0S 000°05
Sig G8Y'68 000°0% (98z'sh) 98z'68 000°'0% 000°0%
el pel
(620'2) 820'L5 000"y (506'1) $06°'09 000'py 000'p¥
€16 1807 000°'c 182's 19 0009 0009
208 £69'6Y 000's¥ (zse'2) 1582y 000'sE 000°6e
0S4 058'28 000'0% (€60'22) £60'2L 000°05 00008
(822'0%) 62209 000'0Z (e86'71) £86'v¢ 00002 00002
016 08 000°L 0002 0002 0002
201 'vy gegse 000°08 yov'Zy 96G'/€ 000'08 000'08
(009) 009001 000°00L 289'cl Zh1'98 000°001 000'001
g1z 188'8. 000°00L Ll1'ey £28'95 000'001 000°001
sgL'sy G518ty 000'06 18872 £9¥'G9 000'06 000'06
128'¢2 £LL'LG 000's2 (z99's6) z89'0¢L 000'62 0006/
66£'291 109212 000'6.8 004288 00£2vs 000°6/8 000'6/8
19 ££6'6 000'01 068y 0s1's 00001 00004
(800'6) 90.'cot 869'v61 (s¥z'c2) GYZ'eol 000'0vL 000'0¥1
82¥'001 25 'vBY 082'%65 yov'oe 968016 00€'L¥S 00£'L¥S
829'114) 8L¥'SYL'Z 000'7€0'Z (860°92Z1) 66L'L51Z 0016202 004'620'Z
(089'cY) 60¥'289'1 81299l (geo'v1L1) 16£'800°2 £5E'768 L £6C'p68'L
1E8%'vT £95°01 000°se 008’z 00261 000'6€ 000'6€
00/ 004 626 §lv oov'L 00%'L
069'2 06t 008'L 9ez', G95 008'L 0082
$  (000'v2) $  000YZ $
[EMoV o} 18Ul pebiers jobprg [BAoY of jBug [SEEIE) jeBpng ebpng
JoUBLBA 10 pred feul4 adueLRH 10 pied feuld Umﬁo_u<
Z10Z '1£ 19000 £102 'L£ 18q01R0
¢10¢ ONV €102 1€ ¥380150 Q30NT SHVAA 1vosid
1390N48 OL A3WVdNOD STHNLIGNTdXE ANV SANNIATY DNILVHIL0 40 JN0SH0S SAILVIVAR0D
ATSUET M3N HINCWNOW 40 ALNNOD
ALRIOHINY NOIIVINV D38 Ua1VM SSaAld OML
§I0gP8us

- 40 -



GLLL gze'L 009'c 8y z86'¢ 009'c 009'¢ SSAOID pue SWIoHUN

(0£2'2) 9LL'L 00061 100Z £66'LL 00002 000'0Z seiiddng pue soususiulBp
{ovize) ovL'iy 000'6 (869'2) 86928 00008 000°0¢ usbAXQ s1enIN
(688'521) 688°081 000'65 eiv'Ls 1852y 000'001 000'001 apixoiad usboipAn
8SP'vL Zys'0L 000'sZ 86911 £0£'gL 000°0¢ 00008 $e9 [RInieN
(v29'v) i 7A% A 00s'2 (ezs's) £25'81 0000} 000'01 SoUBUBUIBIN ¥ONI |
(985'L) 9809 00§'% (098) 09v's 00S'y 00§’y SPRHUOD SOIABS Juswidinby
000's1L 000'GL 08.'% 0z2'04 000'G1L 000'SL auloses) papesiun - fand
686y 190501 000041 ¥90's 9€6'901 000'0}1 000°041 Ayourosig
L0£'2 661 005'Z 615'L 126 0082 008'Z Buiurel | pug $80UBIRIUCD
:sosuadx3 saui JYI0
989y Zv6'sz 0eg'se 1E7'pL £95'0Z 000'se 000'68 2IBDIPSIN PUB VDI
1667 698'06 09F 1l £i8'21 189'06 00S'vLL 00S'viL sjeusg sahojdiug
8/8'08 FAANIS 000'9S¥ 9ze'061 v.5'v82 008'vLY 006'viv sabep pue seuefes sun
uonelg Buidwing WeisAg pue ssur
Li8'8ly 196701'S 8/¥'825S (Gov'ors'2) SOV'E66 L 000°¢5P'S 000°¢5%'S sesuadxgy
mEaEsn_ Ulejg] pue jue|d Juswieaiy 18101
(59608°2) G96'¥08'Z afeweq sueouInK
9v9'0l 7586 000'02 (zg1'1) z81'Le 00002 00002 jswidinbg meN
Sv.'6 $62 000°01 G88's oL’y 000°0L 00004 AousBuguod
(8/5) B8/% sasuadxy jarell
(g89'81) 981'9g 00§'.8 (188'92) £88'c9 00628 005'.8 souBUBUIRKY pUNCID pue Buipling
{Z61'1) 516 000'8 (6SL'Y) 651°21L 000'8 000°8 sa|iddng fepojiuer
{000'1) 000'08 000'62 00908 009°08 009'0¢ S80IAIBS fRdiounipg
168'¢ £01'94 000'02 (6z¢) gee'oz 000'02 000°02 $884 e 8pising
(92) 9/0'0¢ 000'0€ €62 L0L'82 00008 000'08 saddng Aiojesoqe
166 £00'0) 000'LZ 185'G 8L¥'S) 00012 000°12 sBulLsBIog pue o) ‘Ysy
62'861 162104 000°006 006'0/4 ool'ees 000'006 000'006 jeAoway 8bpnig
(zei'se) zzi'ss 00008 (80121} 801'2¥ 000'0¢ 000'0¢ uswsoeiday jusiudinbz
(ov8) $  ovo'cl $ 0052l $ (oD $  IpLoz $  o0s'ZL $ 00521 $ S2A0IH pue SULIoHUN

(panunuog) sasuadxy ueld Jusuness ] JBsu0
(penunuo)) sasusdxy Buidwnd utepy pue Jeld jusuiges: |

{enioy O] jeuid pebreys Bbpng 1enioy/ O} [euld pabieu) eopng 12Ephg
soueLBA 10 pled feul4 aoueLEA 10 pled = paidopy
ZL0Z ‘1€ 4800100 €102 "1 € 19qo10

CL02 ONV €102 "1 ¢ ¥480.100 G3ANT SHVIA 1voSid
1350N4d OL d3dVdNOD STINLIAGNIJYT ANV SINNIATY ONILVSH4O0 40 5 1N03058 SALYIYaNeS
AZSHIM MIN HINOWNOW 40 ALNNGD
ALMOHLNY NOILYIWVTIOSY ¥31VM SHIAR OML

G 10 ¥ i8eUg
€ 9INpayscs

-41 -



(£06'g8) $ 809'08ccl $  zol'LeTEl $  (sz076/9'1) $  /e8'wEs'Sl ¢ 85/'BSeEL $  G86'Y09TL $ S|ejo L puels
(0c.'20p) S¥S'LZY'S 518256y GGY'v6S 0S¥'298'y G06'951°G ZEL'Z06'Y senusAsy
BunesedQ Aq papund s1s07 JOU0 [BI0L
(s06'v6¢) S06'7/6 000085 8zl'cay zi8'0L1 000'085 000'08% juswsoe|dey pue jemausy
(szg'el) 181788 Z1e'018 128°1€L LL2'19L 865'868 GZB'CY9 spuog uo 18Il
£06'296'c £08'295'e £0£'8/9°¢ £0£'829'¢ 20£'848'c fediound puog
'senusaay Bugelsd Ag papund s1s09 18U
¥28'6.¢ £90'666'/L 188888’ (ve5'692'2) /BE'216'01 £68'20.'8 £58'20L'8 sasusdx3 BupesadQ elog
z09°c 880°/9} '} 0690411 696 ¥8E 1£6°026 005'65E"L 005'56¢€'L sasuadxy
uoyelg Buiduwing WeisAg pue saurt 810
186 €0} 0005 951 P8’y 000°'s 000°S wawdinby maN
000'0L 000°0L ov6's g 000'01 000°0L AousBupuog
ivL's £68'v2 000'0¢ 082'62 0.4 000'0¢ 000'0¢ juswaoeidey awdinby
yee'6l 9£9'0L 00008 (651's) 85168 000°08 000'0¢ Jreday juewidinbg
0%6°L 055 0052 718 9891 00$'Z 002 Wswdinb3 suogeounwWwe)
1g6'¢ £¥S'0L 008'%1 ¥ET's 992’6 005'vL 00871 uolielqlied Jalei
086'9 028 008'L iv'2) Piv'0L 0008 000'8 jen4 esaiq
[R:74 6122 008'Z 052 054'Z 000'e 000°¢ Jelepm
(o16°19) gle'eez 000's2L 99.'6 yeT'soL 000'6.L 000'G4L $8UI JO SoUBUBIUIRH
625'62 Liv'0L 000'001 000'00% L2 epixoig
16¥'S £00'T 008'L 008'L 008'Z 0062 sfediwaysy
0601 $  0iZ6 $ 00002 $  v6L'6 $ 9080l $ 00002 $ 00002 $ soueusIURI Spuncis pue sbuiping
((penuiuog) sasusdxs saury JBUulD
(penunuo)) uonels Buiduing wsisAg pue seur
[BnyoY of [euld pebreus sbpng [ENPY O] jeurd petIens oBpng Ebpng
avuBURN 10 pied {eul4 IVUBUEBA JO pled jeuid U&ﬁOU(
ZL0Z "L€ 120100 £10Z 1€ 18q0100
CL0Z ONV £102 1€ 380150 G30N3 SuVIA VoS
1390N4 OL GIYVJINOD SIUNLIGNTJXT ANV SINNIATY DNILYHIHO0 40 FINAIHD8 SALLYEVANGS
AZSHIr MIN HLAOWNOW 40 AINROD
ALRIOHINVY NOILVIAV 1534 H3LVAA SHIAIY OML
§10% 98us

€ s|npayog

-42 -



9£8'008'L2 $

Ge.'€00'61 Auigert wis L -buoy
LoL'ig8'e $ UOILIC WUBLND
‘Hewg
9£8'098'LZ $ 000'018'c $ 108'889'¢ $ £91'60£'62 $ el puels
000'018'e 000'658 000599y {EJOIgNS
000018’ 000°658 000°698'Y
8102-¥002
Bunnmew spuoq ge661 S8ueg 8
wsepsl o} - spuog Buipunjey
£00Z/61/8 anuaaRy (£00Z S8U8S) 000'025'0LS
9e8'019'8 10e'882'L 71’6786 {eoang
9£8'019'8 L02'882"L £YL'678'6
%0 LBY'YSL'L 0z0Z/1/8
%0 66808 020Z/L/1C
%0 618241 610Z/1/8
%0 LpZ'09 610Z/L/C
%0 29.L'671'L 8log/Lie
%0 601'88 8102Z/L/2
%0 092214 L102/1/8
%0 0L8°%1LL 21021112
%0 Z¥6'860°L 910Z/1/8
%0 yoL'6elL 9LozIViT ‘BOUBNSS! O §1S00
%0 ZP0'vL0'L SLozZ/L8 pue 8fold apesbdn pue
%0 zz6'zal §102/L/2 uoisuedx3 jueld Juswiess] sy} Joj
%0 £98'250°L yL0Z/L8 spuny spiaoid o - LeoT pung
%0 8ET'¥81 yL02/L2 000¢/8/L L (LIFrN Y0002 souss) £/6'219'228
000'062°¢L 000'6HS L 0006841 Bong
000°06Z'¢ $ $ 000'6¥S'L $ 000'68.'vL $
%8C'G 000'661'2 0c0Z/L/8
%SZ'S 000°680'2 6102/L/8
%SZ'G 000°088°L 8L02/1/8 "B0UENSS! O S1S00
%ST'G 000°088'L LL0Z/LI8 pue joefo1g speibdn pue
%EL'G 000'064') 9loZ/L/8 uoisuedx3 jue|d Juswieal ] ay; o}
%EL'G 0000024 SL0c/L/8 spunj epiacid 0 - uecTisnig
%00°G 000'029'L $ ?102/1/8 000Z/6/1 1 (LI3rN 0002 $euaS) 000'512'9Z%
€107 1€ 8a0R0 palisapay p8mnpsuydg ¢l0Z L€ 1BAoO a1y junousy B EIAES Y 850dind
souejeg pied aouejeg JEETOTH SSnLIMEN sieQ

€102 1€ ¥=90100 Q=aNT ¥VIA VoS4
F1gVAVd SANOE INNIAITE WHIL-ONCT 40 3TNA3H0S

ASSHIAC MIN HINOWNOW 30 AINAGS
ALIHOHLNY NOLLYIWVYTOZY H31VM SHIAN OML

¥ 3npsyos

-43 .



DAK CPA

David A. Kaplan, CPA, RMA dakcparma.com dakeparma@gmait.com
512 Marvin Drive Phone (732) 241-1632
Long Branch, NJ 07740 Fax (732) 870-2797

INDEPENDENT AUDITOR’S 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

Honorable Chairman and Members

of the Board of Commissioners
Two Rivers Water Reclamation Authority
Monmouth Beach, New Jersey

We have audited the financial statements of the Two Rivers Water Reclamation Authority (" Authority"),
in the County of Monmouth, State of New Jersey, as of and for the fiscal year ended October 31, 2013,
which collectively comprise the Authority’s basic financial statements and related notes to the financial
statements and have issued our report thereon dated January 10, 2014. We conducted our audit 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.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity's financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, 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.

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 over financial reporting that
might be material 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.

A4 -
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INDEPENDENT AUDITOR’S 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-(CONTINUED)

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the 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 results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the Authority in a separate report entitled,
Auditor’s Management Report on Administrative Findings - Financial, Compliance and Performance
dated January 10, 2014.

Purpose of this Report

The purpose of this report is solely to 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 integral part 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.

David A. Kaplan, CPA
Registered Municipal Accountant #433

gﬁ“%’% i),«% s ? )
U O K C, Py
DAK CPA

Certified Public Accountants

Long Branch, New Jersey
January 10, 2014
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OFFICIALS IN OFFICE AND SURETY BOND/INSURANCE COVERAGE




TWO RIVERS WATER RECLAMATION AUTHORITY

ROSTER OF OFFICIALS

FISCAL YEAR ENDED OCTOBER 31, 2013

Name Title Surety Bond
William E. Leonard Chairman A, B
Thomas Barham Vice Chairman A, B
Barry J. Berdahl, Ph. D Treasurer A, B
William R. Baarck, P.E. Secretary A
Richard N. Tocci Assistant Treasurer A
Arno H. Weber Assistant Secretary A
John Bonforte Member A
Gregory J. Christopher Member A
Scott Hartman Member A
Catherine D. LaPorta Member A
Brian McPeak Member A
William Nolze Member A
Michael A. Gianforte, P.E. Executive Director AB,C
Birdsall and Laughlin, LLC Attorney
Paulus, Sokolowski & Sartor, LLC Engineer

Surety Coverages:

A. Municipal Excess Liability Joint Insurance Fund: Public Officials Liability/Employment
Practices. $5,000,000 in the aggregate on claims made basis per member local unit for each
fund year subject to a deductible and coinsurance. There is a combined POL/EPL
$5,000,000 per member annual aggregate.

B. Municipal Excess Liability Joint Insurance Fund: Excess Public Officials Bond. $950,000
in the aggregate.

C. Municipal Excess Liability Joint Insurance Fund: Public Official Bond.
Blanket Bond All Employees $50,000.
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TWO RIVERS WATER RECLAMATION AUTHORITY

INSURANCE COVERAGE

FISCAL YEAR ENDED OCTOBER 31, 2013

A blanket policy issued by the New Jersey Utility Authorities Joint Insurance Fund for a one-
year period expiring on January 1, 2014, payable semi-annually was in force during the period
under audit. The following coverages were provided:

Commercial Property Package $ 150,000,000

Other Coverages in Effect:
Underground & Outfall Pipe 5,000,000
Mobile Equipment 5,000,000
Business Auto 10,000,000
Uninsured Motorists 15,000/ 30,000
Commercial General Liability 10,000,000
Public Official Liability 5,000,000
Boiler and Machinery 150,000,000
Crime Coverage 50,000
Worker's Compensation Statutory
Environmental Liability (Third Party Liability) 1,000,000
Travel Accident Insurance (Commissioners) 500,000
Flood / Building 500,000
Flood / Contents 500,000
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GENERAL COMMENTS AND RECOMMENDATIONS




GENERAL COMMENTS
OCTOBER 31, 2013

Cash Balances

The cash balances were verified with the statements rendered by the trustee and other
depositories and also confirmed by direct communication.

The cash on hand was verified by a physical cash count.

Contracts and Agreements Requiring Advertisement for Bids

The Commissioners and Executive Director of the Two Rivers Water Reclamation Authority
have the responsibility of determining whether any contract or agreement might result in
violation of the statute and, when necessary, the Authority's Counsel's opinion should be sought

before a commitment is made.

Under N.JL.S.A 40A:11-9(b) the Authority appointed the Executive Director as their Qualified
Purchasing Agent. Accordingly, the 2013 bid threshold was $36,000.

The minutes indicate that bids were requested by public advertising for the following items.

Biofilter Media Replacement Administration Building Phase I Repairs
Debris Removal Hydrogen Sulfide with Nitrate Oxygen
Emergency Outfall Cleaning Administration Building Phase 11 Rehab
Electrical Upgrades Emergency Repairs

Sodium Hypochlorite Hydrogen Sulfide with Bioxide
Hydrogen Peroxide Processing Liquid Polymer

Inasmuch as the system of records did not 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 result of such an accumulation could not reasonably be ascertained. Disbursements
were reviewed, however, to determine whether any clear cut violations existed.

Based on the results of our examination, we did not note any individual payments, contracts, or
agreements made for the performance of any work or the furnishing or hiring of any materials or
supplies, in excess of the statutory thresholds where there had been no advertising for bids in

accordance with the provision of N.J.S.A. 40A: 11-2.

In reaction to Super Storm Sandy the Authority approved awards of emergency contracts in
accordance with N.I.S.A 40A:11-6.
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GENERAL COMMENTS (CONTINUED)
OCTOBER 31,2013

Contracts and Agreements Requiring Advertisement for Bids - Continued

Resolutions were adopted authorizing the awarding of contracts or agreements for "Professional
Services" per N.J.S.A. 40A: 11-5.

Delinguent Sewer Charges

A detail of all unpaid sewer charges including customer municipality billings outstanding and
amounts due from the participant municipality users is in agreement with an abstract taken from
these records as at October 31, 2013 covering all unpaid charges on that date.

A test verification of delinquent charges outstanding at October 31, 2013 and accounts with no
balances was made and the results indicated that the accounts of the Authority were in order,

based on the replies returned on the verification notices mailed.

Collection of Interest on Delinquent Sewer Charges

The statutes provide the method for authorizing interest and maximum rates to be charged for
nonpayment of sewer charges on or before the date when they would become delinquent. The
Authority approved a resolution establishing an interest rate of 1%% per month for delinquent
members' charges. The resolution was complied with.

Interest Requirements

The Authority paid all required interest on its revenue bonds during the period under audit.

Revenues

The Authority's revenues from participant billings, customer billings, connection fees and other
authorized revenues were adequate in providing sufficient revenues to cover operating,
maintenance and debt service costs for the fiscal year, in accordance with the requirements of the

Bond Resolution.

Receipts from search fees and other charges were checked to the records maintained and verified
as proper in conjunction with the fees established by the Authority.

The Authority's rules and regulations established various fees for application filings, legal and
engineering inspections and performance bond requirements. The receipts for these fees were

checked to the records maintained.
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GENERAL COMMENTS (CONTINUED)
OCTOBER 31, 2013

Expenditures

In accordance with the Bond Resolution, Section 610, the Authority adopted annual operating
budgets for the fiscal years ending October 31, 2013 and 2012.

Finding:

Condition: The Authority added an appropriation to the adopted budget without a budget
amendment or an adopted resolution.

Criteria: N.J.A.C. 40A:5A-17
Cause: Hurricane Sandy.

Authority Response: The Authority did not realize that the Hurricane Sandy appropriation
needed to be done by budget amendment.

Recommendation: It is recommended that any changes made to the adopted budget be
completed by budget amendment in accordance with N.J.A.C. 40A:5A-17.

The vouchers were examined to the extent deemed necessary.

An examination was made of the employees' compensation and payroll deductions for the year
ended October 31, 2013 and for those employees examined, no exceptions were noted except as
follows.

Finding:

Condition: New hires were not enrolled timely in the Public Employees Retirement System
causing back pension along with their current pension obligations.

Criteria: All full-time employees are required to be enrolled in the Public Employees
Retirement System.

Cause: The Authority states that they tried to enroll the employees using a paper application
but that the pension system required them to be enrolled electronically and they were not
aware of this requirement, causing the delay.

Authority Response: The Authority is now clear on the required enrollment process and the
employees are enrolled.

Recommendation: It is recommended that all new hires be enrolled in the Public
Employees Retirement System timely.
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GENERAL COMMENTS (CONTINUED)
OCTOBER 31,2013

General Ledger

Finding:

Condition: Material adjusting journal entries were proposed, accepted and recorded to bring
unadjusted trial balance amounts into agreement with audited balances. The adopted budget

was not recorded in the general ledger.

Criteria: Sound internal controls require the Authority to maintain the general ledger
accurately.

Cause: There was no plausible explanation given for the condition of the general ledger.
Authority Response: The Authority has employed additional personnel in the finance
department which should allow more resources to be devoted to maintenance of the general

ledger. More frequent interim reviews will also be conducted.

Recommendation: It is recommended that the general ledger be maintained accurately.

Other Comments

Finding:

Condition: The payroll bank reconciliation contained voided and stale dated checks along
with payroll checks dated from the November 1, 2013 payroll listed as outstanding on the
October reconciliation. The amount per the payroll bank reconciliation was not in agreement

with the amount per the general ledger.

Criteria: Sound internal controls require the Authority to maintain all bank accounts
accurately.

Cause: There was no plausible explanation given for this condition.

Authority Response: The Authority will be more diligent in preparing the bank
reconciliations and will reconcile these amounts to the general ledger monthly.

Recommendation: It is recommended that all bank reconciliations be prepared accurately.
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GENERAL COMMENTS (CONTINUED)
OCTOBER 31,2013

Other Comments

Finding:

Condition: Numerous Developers’ Escrow cash accounts exist that have been dormant for
many years.

Criteria: Good business practice.
Cause: Retirement of prior financial manager.
Authority Response: The Authority will review the accounts for closure.

Recommendation: It is recommended that the dormant Developers’ Escrow cash accounts
be reviewed for closure.

Finding:
Condition: The sewer stubs were not available for audit.
Criteria: NJA.C. 14:3-7.8

Cause: The authority has been scanning the sewer stubs. The system crashed and all the
stubs could not be retrieved for the audit. Since the authority was scanning the sewer stubs
they thought this could take the place of keeping the actual stubs and the stubs were being

destroyed as scanned.

Recommendation: It is recommended that all records are retained in accordance with
N.JA.C. 14:3-7.8

Exit Conference

An exit audit conference with the Authority was held.

Acknowledement

We wish to express our appreciation for the cooperation received from the Authority officials
and employees and the courtesies extended during the course of the audit.
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Corrective Action Plan-Status of Prior Year Recommendations

A corrective action plan must be designed and implemented to insure that procedures are
corrected or implemented. A corrective action plan was adopted for 2012 audit
recommendations. 2013 recommendations reflected below that are repeated from the prior year

are marked with an asterisk.

Filing Audit Report, N.J.S. 40A:5A-15

A copy of this report has been filed with the Division of Local Government Services.

RECOMMENDATIONS

It is recommended:

2013-1 That any changes made to the adopted budget be done by budget amendment in
accordance with N.J.A.C. 40A:5A-17.

2013-2 That all new hires be enrolled in the Public Employees Retirement System
timely.

*2013-3 That the general ledger be maintained accurately.
2013-4 That all bank reconciliations be prepared accurately.
2013-5 That the dormant Developers’ Escrow cash accounts be reviewed for closure.
2013-6 That all records are retained in accordance with N.J.A.C. 14:3-7.8.

The problems and weaknesses noted in my audit were not of such magnitude that they would
affect my ability to express an opinion on the financial statements taken as a whole.

“Pavid [an

Certified Public Accountant

Registered Municipal Accountant #433
DAK CPA Certified Public Accountants

P At
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