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INDEPENDENT AUDITORS’ REPORT

Board of Cominissioners of
Berkeley Township Municipal Utilities Authority

Report on the Financial Statements

We have audited the accompanying financial statements of business-type activities of the Berkeley
Township Municipal Utilities Authority, a component unit of the Township of Berkeley, County of Ocean,
State of New Jersey, as of and for the years ended December 31, 2013 and 2012, and the related notes to
the financial staternents, which collectively comprise the Authority’s basic financial statements.

Management’s Responsibility for the & inancial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Govermment Auditing Standards, issued by the
Comptroller General of the United States; and in compliance with audit standards prescribed by the Local
Finance Board and by the Division of Local Goverhment Services, Department of Community Affairs,
State of New Jersey. Those standards require that we plan and perform the audit to obfain reasonable
assurance about whether the financial statements are fiee from 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 tisks 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 prepatation
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
approptiateness 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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respeets, the
respective financial position of the business-type activities of the Berkeley Township Municipal Utilities
Authority, a component unit of the Township of Berkeley, County of Ocean, State of New Jersey as of
December 31, 2013 and 2012, and the respective changes in financial position and cash flows thereof for
the years then ended in accordance with accounting principles generally accepted in the United States of
America,

Other Matters
Requirved 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 6-9 and 27-28 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the informaiion
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

The Schedule of Revenue, Expenses and Changes in Net Position - Unrestricted and Restricted for the year
ended December 31, 2013 and the Schedules of Cash Receipts, Cash Disbursements and Changes in Cash
and Investments — Unrestricted and Restricted Accounts for the year ended December 31, 2013 are the
responsibility of management and were derived from and relates directly to the underlying accounting and
other records used fo 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 schedules stated above are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Audifing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 15, 2014
on our consideration of the Berkeley Township Municipal Utilities Authority's internal control over
financial reporting and on our tests of iis 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 aund the results of that testing, and




not fo provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the
Berkeley Township Municipal Utilities Authority’s infernal control over financial reporting and
compliance,

Yottt Ghemp oA

HOLMAN FRENIA ALLISON, P.C.
Certified Public Accourtants

April 15,2014
Toms River, New Jersey
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[INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Commissioners of the
Berkeley Township Municipal Utilities Authority

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Goverviment Auditing Standards
issued by the Comptroller General of the Unifed States and audit requirements as prescribed by the Local
Finance Board and by the Division of Local Government Services, Depariment of Community Affairs,
State of New Jersey, the financial statements of the business-type activities of the Berkeley Township
Municipal Utilities Authority as of and for the year ended December 31, 2013, and the related notes to the
financial statements, which collectively comprise the Berkeley Township Municipal Utilities Authority’s
basic financial statements and have issued our report thereon dated Aptil 15, 2014.

Internal Control Over Financial Reporting

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

A deficiency in infernal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatenent
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 fo identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses ot significant deficiencies may
exist that were not identified. Given these limitaiions, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.




Compliance and Other Matters

As part of obtaining reasonable assurance about whether Berkeley Township Municipal Utilities
Authority’s financial statements arc fice of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, confracts, 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 owr 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 Governinent Auditing Standards ox
audit requirements as prescribed by the Local Finance Board and by the Division of Local Government
Services, Depariment of Community Affairs, State of New Jersey.

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 opinfon on the effectiveness of the Authority’s
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Audit Standards in considering the entity’s internal conirol and compliance. Accordingly,
this communication is not suitable for any other purpose.

Yothind GLemp putisnl
HOLMAN FRENIA ALLISON, P.C.
Certified Public Accountants

April 15,2014
Toms River, New Jersey
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MANAGEMENT DISCUSSION AND ANALYSIS

The Berkeley Township Municipal Utilities Authority (“Authority”) is a self~supporting water
treatment plant and distribution entity proudly serving over 3,200 residents and businesses of a
bayside cominunity within Berkeley Township, NJ since 1988. The treatment plant consists of six
rapid sand pressure filters with an automatic flow paced disinfection system. The treated water
from three on-site wells is stored in two water storage tanks with a total capacity of 1.4MG. The
Authority Board consists of six residents chosen from (or six members appointed by) the
Township who provide management oversight and direction. Each Board Member is appointed
to a five year term at staggered intervals. Eight employees service a distribution system of
approximately 308,000 linear feet of 6* to 16” diameter mains,

The Authority is proud to submit the attached financial statement which reflects the results of
management’s contined commitment of conservative fiscal planning and performance. We
further encourage you to visit our website at www.Berkeleymua.org to review the most recent
Consumer Confidence Report of Water Quality issued during 2013. We believe the results of
these documents honor our mission statement to provide safe, dependable and affordable water to
our customers in a manner that protects the public health and environment of our community.

This section of Berkeley Township experienced optimistic real estate and construction activity
during 2013. This activity illusirates the growth forecasts from The Berkeley Township Master
Plan that encouraged the Authortity to progress the 2013 planning of the Well #4 and Phase V
ihfrastructure expansion plans. The installation of a fourth groundwater well, on property
conveyed from Betkeley Township, will add another refiable water source to ensure compliance
to the needs of future development. The instaltation of 10,000 linear fect of water main planned
in the Phase V project will allow the Authority to service an additional 100 families. Both
projects are scheduled to begin construction in 2014 and will be financed with low interest loans
from the New Jersey Environmental Infrastructure Trust (NJEIT).

Comparative to other entities of the New Jersey shore, the Authority experienced no significant
effects from the 2012 Super Storm Sandy. With the support of a committed staff, the well
maintained treatment plant and distribution system continued to provide its customary 24/7 water
service without interruption during and after the storm. However, after more than a full year since
the storm, there are still over 115 homes within the franchise area that continue to be not
habitable. In 2013, the Authority approved several billing and fee relief programs to offer support
to those affected. These programs have been well received by the affected individuals but the
revenue lost from those homes has had little to no impact on the budgets or operations of the
Authority. The Authotity did receive some financial suppoit from the TFederal Emergency
Management Agency (“FEMA”) for reimbursement of hurricane related expenses.

The website referenced above also includes the 2014 Budget which continues to reflect the
Board’s emphasis to control costs, secure conservative investment income and to designate funds
toward water tower painting and asset preservation.



The Management’s Discussion and Analysis (MD&A) provides an overview and analysis of the
Authority’s financial activities for the fiscal year ended December 31, 2013 as compared to the
prior year. It should be read in conjunction with the accompanying financial statements.

Financial Statements

The financial statements included in this report are the Statements of Net Position, Statements of
Revenues, Expenses and Changes in Net Position, and Statements of Cash Flows as of and for the
years ended December 31, 2013 and 2012.

The Statements of Net position shows the financial position of the Authority at December 31 of
each year. Assets and deferred ouifiow of resources are compared with liabilities and net position
is the result.

The Statements of Revenues, Expenses and Changes in Net Position measure performance for
each year and how this performance impacts the net position of the Authority.

Finally, the Statements of Cash Flows demonsirates why cash balances increased or decreased
during the two years.

Financial Analysis

At December 31, 2013, the Authority had total assets of $22,851,225 compared to $23,731,498 at
December 31, 2012. The decrease can be primarily attributed to the depreciation of assets, At
December 31, 2011, the Authority had total assets of $24,375,207. The decrease between 2012
and 2011 again can be primarily attributed to the depreciation of assets.

At December 31, 2013, the Authority had total liabilities of $10,551,829 compared to
$11,229,258 at December 31, 2012. This decrease is primarily atiributable to the repayment of
long-term debt. At December 31, 2011, the Authority had total liabilities of $11,644,386. The
decrease between 2012 and 2011 again can be primarily attributed to the repayment of long-term
debt.

At December 31, 2013, the Authority had total net position of $12,158,572 compared to
$12,354,987 at December 31, 2012. The decrease is accounted for primarily from a decrease in
long-term debt and expenses in excess of revenues for the year. At December 31, 2011, the
Authority had total net position of $12,702,204. The decrease between 2012 and 2011 again can
be primatily from a decrease in fong-term debt and expenses in excess of revenues for the year.

The Authority had a change in net position of ($196,415) for the year ended December 31, 2013,
This decrease resulted primarily from the increase in engineering fees in 2013 when compared to
2012. The Authority had a change in net position of ($347,217) for the year ended December 31,
2012. This decrease resulted primarily from the decrease in connection fees and hydrant fees in
2012 when compared to 2011. Also, the Authority refunded bonds in 2012, resulting in debt
issuance expense that the Authority did not have in 2011.

Prior to implementation of GASB Statement No, 65 in these financial statements, the Authority
capitalized debt issuance costs in accordance with generally accepted accounting principles.
GASB Statement No. 65 changed the way entities report issuance costs and loss on refunding,
This caused a decrease in the Authority’s net position for the year ended December 31, 2011 of



($126,822) and caused the Authority to expense bond issuance costs of $141,880 in the year
ended December 31, 2012, which would have been capitalized prior to implementation of this |
Statement. |

Condensed Financial Information |

Key Authority financial information for the years ended December 31, 2013, 2012 and 2011 1
includes the following balances: |

Financial Position: |
2013 2012 2011 |
ASSETS |
Current unrestricted assets § 2909556 $ 3,032,714 5 30443876 ‘
Current restricted assets 1,421,079 1,619414 1,590,161 |
Property, plant and equiptnent, net 18,520,590 19,079,370 19,740,170 |
|
Total assets 22,851,225 23,731,498 24,375,207
|
DEFERRED OUTFLOW OF RESOURCES |
Unamortized ssuance costs, net ofaccumulated ‘
amortization 65,229 67,093 -
Loss on bond refinding, net of accumulated amortization 872 897 -
Total deferred outflow ofresources 66,101 67,998 897
Total assets and deferred out@ow of resources $ 229017326 5  23,799488 0§ 24,376,104 i
2013 2012 2011 ‘
LIABILITIES
Current unrestricted liabilities 3 154855 & 126,446 3 122,254
Current restricted liabilities 751,064 1,079,127 875,750
Long-ferm abilities 9,645,910 10,023,685 10,646,382
Total liabilitics 10,551,826 11,229,258 11,644,386
DEFERRED INFLOW OF RESOURCES
Bond premium, net of accunmlated amortization 183,664 188,912 -
Loan premium, et of accumulated amortization 23,261 26,331 29,514
Total deferred inflow of resources 206,925 215,243 20,514
NET POSITION !
|
Net investment in capital assets 8,356,085 8,114,684 8,534,257 |
Restricted net position 923,448 993,443 1,174,744 }
Unrestricted net position 2,879,039 3,246,855 2,996,203 ‘
Total restricted and unresteicted net position 3,802,487 4240303 4,167,947
Totat net position 12,158,572 12,354,987 12,702,204 ‘
Total liabilities, deferred inflow of resowrces and net position $ 22917326 $ 23,799,488 $ 24,376,104 |




QOther Financial Information

2013 2012 2011
Total revenes $ 2,041,745 % 1,587,972 $ 2,325,463
Total expenses 2,238,160 2,335,189 2,215,657
Change in net position $ (196,415) § 347,217y § 109,806
User charges 3 1,640,130  § 1,698,213 $ 1,682,119
Bond & loan principal paid $ 793,752 % 6,379,863 3 547,245
Bond & loan payable $ 10,023,681 3 10,817,433 $ 11,177,296

Authority operating revenues had a favorable variance of $17,088 when compared fo the budget
for 2013 due primarily to higher than anticipated connection fees received in current year. In
2012, the Authority’s operating revenues had an unfavorable variance of ($185,173) when
compared to the budget for 2012 due primarily to no hydrant fees received in current year.

Authority operating expenses had a favorable variance of $92,234 when compared to the budget
for 2013 primarily due to management’s continuing efforts to contain costs whenever possible
resulting in vatious expenses being under budget. In 2012, the Authority’s operating expenses
had a favorable variance of $232,445 when compared to the budget for 2012 again primarily due
to management’s efforts to contain costs whenever possible resulting in various expenses being
under budget.

The Authority’s financial report is designed to provide users of the financial statements with a
general overview of the Authority’s finances and to show the Authority’s accountability for the
money it receives. The financial statements of the Authority are a matter of public record and
may be examined at 42 Station Road, Bayville, New Jersey during business hours or can be
viewed at the Authority’s website www.Berkeleymua.org.

Respectfully submitted,

Michele Nugent
Executive Director




BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Statements of Net Position

December 31, 2013 and 2012

2013 2012
ASSETS
Current unrestricted assets:
Cash and cash equivalents $ 1,459,895 $ 2,258,010
Investments 723,580 -
Interest receivable 8,447 2,616
Billed user fees receivable 695,607 606,360
Connection fee installment receivable 4,350 141,850
Other receivables 7,556 11,579
Prepaid expenses 10,121 12,299
Total current unrestricted assets 2,909,556 3,032,714
Current restricted assets:
Cash and cash equivalents 1,268,440 1,618,528
Investments 145,600 -
Interest receivable 5,613 166
Other restricted receviables 1,426 720
Total current restricted assets 1,421,079 1,619,414
Property, plant and equipment 27,271,530 27,129,220
Less; accumulated depreciation (8,750,940) (8,049,850)
Property, plant and equipment, net 18,520,590 19,079,370
Total assets 22,851,225 23,731,498
DEFERRED OUTFLOW OF RESOURCES
Unamortized issuance costs, net of accumulated
amortization ' 65,229 67,093
Loss on bond refunding, net of accumulated amortization 872 897
Total deferred outflow of resources 66,101 67,990
Total assets and deferted ountflow of resources $ 22,917,326 $ 23,799,488

The accompanying notes are an integral part of these financial statements.
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BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Statements of Net Position (continued)
Pecember 31, 2013 and 2012

2013 2012
LIABILITIES
Current unresiricted liabilities:
Accounts payable - $ 50,062 $ 13,497
Customer overpayments 11,909 2,093
Accrued expenses 55,317 49,670
Unearned revenue 589 434
Usnearned connection fee revenue 36,978 60,752
Total current unrestricted liabilities 154,855 126,446
Current restricted liabilities:
Current portion of bonds payable 189,641 603,701
Current portion of loans payable 188,130 190,047
Accrued interest payable 68,204 48,047
Developer deposits 305,089 237,332
Total current restricted Habilities 751,064 1,079,127
Long-ferm liabilities:
Bonds payable - long-term 6,885,984 7,075,631
Loans payable - long-term 2,759,926 2,948,054
Total long-term liabilities 9,645,910 10,023,685
Total liabilities 10,551,829 11,229,258
DPEFERRED INFLOW OF RESOURCES
Bond premium, net of acoumulated amortization 183,664 188,912
Loan premium, net of accumulated amortization 23,261 26,331
Total deferred inflow of resources 206,925 215,243
NET POSITION
Net investiment in capital assets 8,356,085 8,114,684
Restricted net position:
Debt service 623,448 713,448
Capital 300,000 280,000
Unrestricted net position:
Reserved by board designation 540,000 490,000
Unreserved 2,339,039 2,756,855
Total restricted and unrestricted net position 3,802,487 4,240,303
Total net position 12,158,572 12,354,987
Total liabilities, deferred inflow of resources and nef position 3 22,917,326 $ 23,799,488

The accompanying notes are an integral part of these financial statements.
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BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Statements of Revenue, Expenses and Changes in Net Position

For the years ended December 31, 2013 and 2012

Operating revenues:
User charges
Connection fees
Interest earned on connection fees
Other operating revenue

Total operating revenues

Operating expenses:
Cost of providing services
Administrative and general
Depreciation

Total operating expenses

Operating revenues OVer expenses

Non-operating revenues/(expenses):
Water tower rental
Interest income
Interest expense
Township appropriation .
Amortization premium/(bond costs), net
Donated property
Debt issuance expense
Gain on disposal of asset
FEMA reimbursements
Total non-operating revenue/(expenses)

Changes in net position
Net position, January 1

Net position, December 31

The accompanying notes are an integral part of these financial statements.

2013 2012

$ 1,640,130 1,698,213
40,815 24,051

1,460 6,048

2,463 1,175
1,684,868 1,729,487
500,265 512,418
639,051 491,487
701,090 698,659
1,840,406 1,702,564
(155,538) 26,923
240,633 232,765

17,187 21,575
(309,654) (402,198)
(88,100) (88,547)

6,429 3,183

84,337 -

- (141,880)

- 962

8,291 -

(40,877) (374,140)
(196,415) (347,217)
12,354,987 12,702,204

$ 12,158,572 12,354,987




BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Statements of Cash Flows

For the years ended December 31, 2013 and 2012

Cash flows from operating activities:
Cash received from service users
Cash paid to suppliers
Cash paid to employees
Cash received from others

Cash flows from operating activities

Cash flows from investing activities:

Acquisition and construction of propeity,
plant and equipment

Interest carned on investments
(Purchases)/maturities of investments
Township appropriation
Cash received from water tower rentals
Cash received from FEMA reimbursements

Cash flows from investing activities

Cash flows from financing activities:
Principal paid on long-term debt
Proceeds received from bond refunding
Interest paid

Cash flows from financing activities

Net changes in cash

Unresiricted and restricted cash, January |

Unwestricted and restricted cash, December 31

Reconcilation fo Statements of Net Position:
Current unrestricted assets:
Cash and cash equivalents
Current restricted asstes:
Cash and cash equivalents

Total cash and cash equivalents, December 31

The accompanying notes are an integral part of these financial statements.

2013 2012
1,787,929 1,771,173
(667,801) (574,831)
(427,125) (417,591)
2,463 1,175
695,466 779,926
(57,973) (37,859)
5,909 29,087
(869,180) 2,227,523
(88,100) (88,547)
240,633 232,765
8,291 .
(760,420) 2,363,869
(793,752) (6,379,863)
- 6,020,000
(289,497) (443,470)
(1,083,249) (803,333)
(1,148,203) 2,340,462
3,876,538 1,536,076
2,728,335 3,876,538
1,459,895 2,258,010
1,268,440 1,618,528
2,728,335 3,876,538




BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY

Statements of Cash Flows (continued)
For the years ended December 31, 2013 and 2012

Reconcilation of operating revenue over

expenses fo cash flows from operating activifies:

Operating revenues over expenses

Ttems which did not use cash:
Depreciation

‘Working capital changes which
(used) provided cash:

Billed user fees receivable
Comnection fee instaliment receivable
Other receivables
Prepaid expenses
Accounts payable
Customer overpaymeitis
Accrued expenses
Unearned revenue
Unearned connection fee revenue
Developer deposits

Cash flows from operating activities

The accompanying nofes are an integral part of these financial statements.

14

2013 2012
$ (155,538)  $ 26,923
701,090 698,659
(89,247) 3,250
137,500 67,590
3,317 (6,379)
2,178 3,876
36,565 (866)
9,816 (1,015)
5,647 8,473
155 155
(23,774) (2,555)
67,757 (18,185)
$ 695,466  $ 779,926




BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Noftes to Financial Statements
For the years ended December 31, 2013 and 2012

NOTE 1: ORGANIZATION

The accompanying financial statements have been prepared in conformity with generally accepted accounting
principles as prescribed by the Governmental Accounting Standards Board (GASB).

Creation of Authority

Berkeley Township Municipal Utilities Authority (the “Authority”), a public body, corporate and politicaily
organized and existing under the Municipal Utilities Authority Law, constifuting Chapter 183 of the
Pamphlet Laws of 1957, as amended and supplemented, was created by virtue of ordinance number 88-4-
OAB of the Township of Berkeley {the “Township™) in the County of Ocean, New Jersey, on January 18,
1988,

The Authority owns a water supply and distribution system which services portions of the Township within
the franchise areas as more fully set forth in the Water Supply Master Plan as adopted by the Authority.

‘The Authority’s basic financial statements include all accounts of the Authority’s operations.
The criteria for including organizations as component units within the Authority’s reporting entity, as set

forth in Section 2100 of GASB’s Codification of Government Accounting and Financial Reporting
Standards, include whether:

] the organization is legally separate {can sue and be sued in their own name)

° the Authority holds the corporate powers of the organization

° the Authority appoints a voting majority of the organization’s board

o the Authority is able to impose its will on the organization

o the organization has the potential to impose a financial benefit/burden on the Authority
a there is a fiscal dependency by the organization on the Authority

Based on the aforementioned cxiteria, the Authority has no component units. Based on the above criteria, the
Authority is a component unit of the Township. The Authority issues separate financial statements from the
Township. However, if the Township presented its financial statements in accordance with GAAP, these
financial statements would be included with the Township’s on a blended basis.

As a public body, under existing statute, the Authority is exempt from both federal and state taes.
At December 31, 2013, the Authority has 3,181 users connected to the system.
NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Basis of Accounting

In June 2011, the GASB issued Statement No. 63, Financial Reporiing of Deferred Ouiflows of
Resources, Deferred Inflows of Resouices, and Net Position. GASB Statement No. 63 provides gnidance
for reporting deferred outflows of resources, deferred inflows of resources, and met position in a
statement of financial position and related disclosures. The statement of net assets was renamed the
statement of net position and includes the following elements: assets, deferred outflows of resources,
liabilities, deferved inflows of resources, and net position. Whereas the provisions of this Statement was
effective for financial statements for periods beginning after December 15, 2011, the Authority had
implemented this Statement in the financial statements for the year ended December 31, 2012.
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BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Notes to Financial Statements (continued)
For the years ended December 31, 2013 and 2012

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

A,

Basis of Accounting (confinued)

In March 2012, the GASB issued Statement No. 65, Items Previously Reported as Assets and Liabilities.
GASB Statement No. 65 reclassifies, as deferred outflows of resources or deferred inflows of resources,
certain items that were previously reported as assets and liabilities and recognizes, as outflows of resources
or inflows of resources, certain items that were previously reported as assels and liabilities. This Statement
also provides other financial reporting guidance related to the impact of the financial statement elements
deferred outflows of resources and deferred inflows of resources, such as changes in the determination of
the major fund calculations and limiting the use of the term deferred in financial statement presentations.
Alihough the provisions of (his Statement are effective for financial statements for periods beginning after
December 15, 2012, the Authority elected to implement it as a prior period adjustment in fiscal year 2012.

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

The accounting and financial reporting treatment applied to the Authority is determined by its
measurement focus. The transactions of the Authority are accounted for on a flow of economic resources
measurement focus. With this measurement focus, all assets, liabilities and deferred inflow or outflow of
resources associated with the operations are included on the statement of net position, Net position (i.e.,
total assets net of total Habilities) are segregated into invested capital assets, net of related debt; restricted
for capital activity; restricted for debt service; and unrestricted components.

Budgetary Accounting

Each year the Authority adopts a budget which is approved by the State of New Jersey, Department of
Community Affairs, Division of Local Government Services. The budget may be amended by resolution
of the Board of Commissioners of the Authotity. The budgetary basis of accounting is utilized to
determine the Authority has sufficient cash to operate and pay debt service. As such, certain items such as
bond payments are included in budgetary expenses while depreciation is not included.

Cash, Cash Equivalents and Investments

New Jersey Authorities are required by N.J.SA. 404:5-14 to deposit public funds in a bank or trust
company having its place of business in the State of New Jersey and organized under the laws of the
United States or of the State of New Jersey or the New Jersey Cash Management Fund. N.JS.4. 404.5-
15,1 provides a list of sccurities which may be purchased by New Jersey authorities. The Authority is
required to deposit funds in a public depositories protected from loss under the provisions of the
Governmental Unit Deposit Protection Act (“GUDPA”). GUDPA was enacted in 1970 to profect
government units from a loss of funds on deposit with a failed banking institution in New Jersey. N.J.S.4.
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BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Notes fo Financial Statements (continued)
For the years ended December 31, 2013 and 2012

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
C. Cash, Cash Equivalents and Investments (continued)

17:9-42 requires government units to deposit public funds only in public depositories focated in New
Jersey, where the funds are secured in accordance with the Act.

New Jersey Authorities are requited by N.J.S.4. 404:5-14 to deposit public funds in a bank or trust
company having its place of business in the State of New Jersey and organized under the laws of the
United States or of the State of New Jersey or the New Jersey Cash Management Fund., N.J.S.4. 404:5-
15.1 provides a list of securities which may be purchased by New Jersey authorities. The Authority is
required to deposit funds in a public depositories protected from loss under the provisions of the
Governmental Unit Deposit Protection Act (“GUDPA”), GUDPA was enacted in 1970 to protect
government unifs from a loss of fands on deposit with a failed banking institution in New Jersey. N.J.S.4.
17:9-42 requires government units to deposit public funds only in public depositories located in New
Jersey, where the funds are secured in accordance with the Act.

Public Funds are defined as the funds of any government unit. Public depositories include banks (both
state and national banks), savings and loan institutions and savings banks, the deposits of which are
federally insured. All public depositories pledge collateral, having a market value of five percent of the
average daily balance of collected public funds, to secure the deposits of government units. If a public
depository fails, the collateral it has pledged, plus the collateral of all other public depositories in the
collateral pool, is available to pay the full amount of their deposits to the government units.

For the Statements of Cash Flows, the Authority combines the unrestricted cash and cash equivalents with
the restricted cash and cash equivalents. The Authority considers investments with maturities of three

months or less at the time of purchase to be cash equivalents.

D. Restricted Accounts

Account Amount Use for Which Restricted
Revenue All revenue received by the Authorized operating expenses and
Authority expenses and transfers to the various

accounts described below

Drebt Service Amount needed fo pay maturing Principal and interest on the bonds
interest and principal

Construction Proceeds of debt issued and Construction costs of the water systems
construction
Costs of Issuance Proceeds of debf issued Costs of issuing the debt
Capitalized Interest Proceeds of debt issued Interest on the bonds
Bond Reserve Proceeds of debt issued Principal and interest on bonds fo the
extent of deficiencies in the debf service
fund
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BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Notes to Financial Statements (continued)
For the years ended December 31,2013 and 2012

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E.

Tnvestments

Investments are carried at lower of cost or matket plus accrued interest shown separately and consist of
certificates of deposits.

Property, Plant and Equipment

Property, plant and equipment are stated at cost. Expenditures for maintenance and repairs are charged
against operations, Renewals and bettermenis that materially extend the life of the assets are capitatized.

System construction costs are charged fo construction in progress until such timme as given segments of the
system ate completed and placed in operation. The assets are then transferred to the appropriate capital
assets account and depreciated on a straight-line basis over the asset’s estimated useful life.

Depreciation is computed, as established by the Division of T.ocal Government Services, Department of
Community Affairs, State of New Jersey for Municipal Utilities Authorities, on a straight-line basis over the
estimated useful fives of the related assets, The estimated usefut lives of depreciable assets are:

Water plant 40 years
Water system improvements 40 years
Furniture and fixfures 5-7 years
Machinery and equipment 5-7 yeais
Vehicles 5 years

Unamortized Issuance Costs

Certain insurance costs incurred with the issuance of Bonds have been capitalized in accordance with GASB
Statement No. 65 and are being amortized over the life of the respective issue based on the siraight line
method. Unamortized debt issnance costs at December 31, 2013 and 2012 are $65,229 and $67,093,
respectively.

Use of Estimates

The process of preparing financial statements in conformity with generally accepied accounting principles
requires the use of estimates and assumptions regarding certain types of assets, liabilities, revenues and
expenses. Such estimates primarily relate to unsettled transactions and events as of the date of the financial
statements. Accordingly, upon settlement, actual results may differ from estimated amount.

Compensated Absences
Authority employees are entitled to certain compensated absences for vacation and sick time. Unused sick
time can be carried forward to the following year up to a maximum of thirfy days. Accrued sick and

vacation time at December 31, 2013 and 2012 are $39,894 and $36,838, respectively and is included in
accrued expenses in the accompanying statements of net position,
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BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Notes to Financial Statements (continued)
For the years ended December 31, 2013 and 2012

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

.

Unearned Connection Fee Revenue

Unearned connection fees are prepaid connection fees paid by vacant lot owners in the area serviced by
the Water System,

Revenue Recognition

The Authority recognizes revenue on the accrual basis as earned. The majority of the Authority's billings
are subject to, in the event of nonpayment, local fax sale.

The Authority classifies all fees and charges to provide water services as operating revenue and all other
income as non-operating revenue.

Contributions

Contributions received from various sources as granis are recorded in the period they become
measurable. Developer financed construction is recorded in the period in which the system is donated to
the Authority. Donated assets are recorded at fair market value at the date of the gift. All contributions
and donations are recorded separately after non-operating revenues and expenses.

Net Position

Net position comprises the various net earnings from operating and non-operating revenues, expenses and
contributions of capital. Net position is classified in the following five components: net itivestments in
capital assets; restricted for capital activity; restricted for debt service; reserved by board designation; and
unreserved net position. Net investinents in capital assets, consists of all capital assets, net of accumulated
depreciation and reduced by outstanding debt that is attributable to the acquisition, construction and
improvement of those assets; debt related to unspent proceeds or other restricted cash and investments is
excluded from the determination. Restricted for capital activity and debt service consists of net position
for which constraints are placed thereon by external parties, such as lenders, grantors, contributors, laws,
regulations and enabling legislation, including self-imposed legal mandates. Reserved by board
designation consists of net position for which constraints are placed thereon by the board of
commissioners. Unreserved net position consists of all other net position not included in the above
categories.

Unearned Revenue

Unearned revenue consists of user charges which have not been earned by the Authority. When the user
charges are earned and when owners in the service area are comnected, revenue is recognized and
unearned revenue is removed from the statement of net position.

Township Appropriation

The Township of Berkeley appropriates the Authority's net position to the maximum amount allowed by
State law. The appropriation for 2013 and 2012 totaled $88,100 and $88,547, respectively, and is
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BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Notes to Financial Statements (continued)
For the years ended December 31, 2013 and 2012

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
0. Township Appropriation (continued)
recorded as non-operating expenses,
P. Subsequent Events

The Authority has evaluated subsequent events occurring after December 31, 2013 through April 15, 2014,
which is the date the financial statements were available to be issued.

NOTE 3: CASH AND CASH EQUIVALENTS

The Authority is governed by the deposit and investment limitations of New Jersey state law. The deposits
and investments held at December 31, 2013 and 2012, and reported at fair value are as follows:

2013 2042
Deposits:
Demand deposits $ 1,413,379 3 2,042,213
Money market funds 1,314,956 1,834,325
Total deposits b 2,728.335 $ 3,876,538
Reconciliation to Statements of Net Position:
Current mnrestricted assets:
Cash and cash equivalents 3 1,455,895 $ 2,258,010
Current restricted assets:
Cash and cash equivalents 1,268,440 1,618,528
Total cash and cash equivalents 3 2,728,335 $ 3876538

Custodial Credit Risk

Custodial credit risk is the risk that, in the event of a bank failure, the Authority’s deposits may not be
returned. The Authority does not have a deposit policy for custodial credit risk. As of December 31, 2013
and 2012, the Authority’s bank balance of $2,737,216 and $3,880,657, respectively, was insured or
collateralized as follows:

2013 2012
Insured $ 500,000 3 500,000
Collaterized in the Authority’s name
under GUDPA 2,237,216 3.380,657
Total $ 2,737.216 3 3.880,657

NOTE 4: INVESTMENTS
A. Custodial Credit Risk

For an investment, custodial credit risk is a risk that, in the event of the failure of the counterparty, the
Authority will not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party. Investment securities are exposed to custodial credit risk if the securities
are uninsured, are not registered in the name of the Authority, and are held by either the counterparty or
the counterparty’s trust department or agent but not in the Authority’s name. All of the Authority’s
investments are held in the name of the Authority and are collateralized by GUDPA.
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BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Notes to Financial Statements (continued)
For the years ended December 31, 2013 and 2012

NOTE 4: INVESTMENTS (continued)

B. Investment Interest Rate Risk

Interest rate risk is the risk that changes in interest rates that will adversely affect the fair value of an
investment. The Authority has no formal investment policy that limits investment maturitics as a means
of managing its exposure to fair value losses arising from increasing interest rates.

C. Investment Credit Rislk

The Authority has no investment policy that limits its investment choices other than the limitation of state
faw as follows:

Bonds or other obligations of the United States of America or obligations guataniced by the
United States of America;

Governinent money market muiual funds;

Any obligation that a federal agency or federal instrumentality has issued in accordance with an
act of Congress, which security has a maturity date not greater than 397 days from the date of
purchase, provided that such obligations bear a fixed rate of interest not dependent on any index

or other external factor;

Bonds or other obligations of the Authority or bonds or other obligations of the local unit or units
within which the Authority is located;

Bonds or other obligations, having a maturity date of not more than 397 days from the date of
purchase, approved by the Division of Investment in the Department of Treasury for investment
by the Authority;

Local Governiment investment pools;

Deposits with the State of New Jersey Cash Management Fund established pursuant to section 1
of P.L. 1977, ¢.281; or

Agreements for the repurchase of fully collateralized securities.

As of December 31, 2013, the Authority had the following investments and maturities:

Investment Maturities Rating 2013 20312
Certificates of Deposit Various Various $ 869,180 $ -
Total investments $ 869180 3 -

Reconciliation to Statements of Net Position:
Current unwestricted assets:

Investments $ 723,580 $ -
Current restricted assets:

Investments 145,600 -

Total investments 3 869,180 3 -
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BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Notes to Financial Statements (continued)
For the years ended December 31, 2013 and 2012

NOTE 4: INVESTMENTS (continued)
D. Fair Value of Investments

Investments are shown at fair value on the statement of net position with accrued interest shown under
a separate caption. Investments are summarized as follows at December 31, 2013:

Cost Market
Certificates of Deposit collaterized in the
Authority’s name under GUDPA 3 869.180 3 869,180
Total fair value of investments ) 869,180 $ 869,180

Investmenis at December 31, 2012 were $0.

NOTE 5: PROPERTY, PLANT AND EQUIPMENT, NET

Propetty, plant and equipment at December 31% consisted of the following:

2013 2012
Land $ 143,608 3 90,108
Improvements other than building . 22,152,330 22,102,258
Machinery and equipment 110,775 105,790
Furniture and fixtures 61,302 61,302
Water Plant 4,618,821 4,618,821
Vehicles 150,941 150,941
Property, plant and equipment, gross 27,271,530 27,126,220
Less: accumulated depreciation (8.750,940) (8,049.850)

Property, plant and equipment, net $ 18520,590 £ 19.079,370

NOTE 6: BONDS PAYABLE
Bonds payable at December 31, 2013 and 2012 consist of the following:

2013 2012
$2,545,000 Water Revenue Bonds (Series 1993)
due in annual principat installments of $185,000
to $195,000 through November I, 2013, inferest

rate of 5.20%. 3 - $ 195,000
$1,650,000 Water Revenue Bonds (Series 2003)

due in semi-annual installments of $38,031 including
interest through May 1, 2043, inferest rate of 3.25%. 1,435,625 1,464,332
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BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Notes to Financial Statements (continued)
For the years ended December 31, 2013 and 2012

NOTE 6: BONDS PAYABLE (continued)

$6,020,000 Water Revenue Refunding Bonds (Series 2012)
due in semi-annual installments including interest

through November 1, 2048, intcrest rates of 2 to 4%. 5,640,000 6,620,000
Subtotal 7,075,625 7,679,332

Less: cutrent portion (189.641) (603,701)

Bonds payable — long-term $§ 6885984 3 7,075,631

Revenue bonds outstanding as of December 31, 2013 are shown as followed.

Principal Interest Total
2014 $ 189,641 $ 221,365 $ 411,006
2015 195,612 217,193 412,805
2016 196,615 212,890 409,505
2017 202,651 206,905 409,556
2018 208,721 200,735 409,456
2019-2023 1,140,919 913,660 2,054,579
2024-2028 1,318,439 739,440 2,057,879
2029-2033 1,541,646 510,932 2,052,578
2034-2038 1,256,537 242,342 1,498,879
2039-2043 614,844 83,027 697,871
2044-2048 210,000 21,768 231,768

$ 7075625 § 3,570,257 $§ 10,645,882

On December 11, 2012, the Authority refunded debt with an issuance of $6,020,000. Series 1995A, Series
1995B, Series 1999, Sexies 2000, Series 2009A and Seties 2009B were refinded. Series 1993 was advanced
refunded as well with redemption in Janwary of 2013. The refunding resulted in a loss on refunding of $897 in
the current year; however, the refunding will produce a net savings of approx. $1,548,000 for the Authority over
{he life of the new bond series.

NOTE 7: LOANS PAYABLE

Loans payable at December 31, 2013 and 2012 consist of the following:

013 2012
The 2007 Series A loan payable to the NJEIT is due in
annual principal installments of $76,323 to $155,000
through August 1, 2027, at interest rates ranging
from 4.0% to 5.0% 1,655,000 1,740,000
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BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Notes to Financial Statements {continued)
For the years ended December 31, 2013 and 2012

NOTE 7: LOANS PAYABLE (confinued)

The 2007 Series B loan payable to the NJEIT is due in
semi-annual principal installments of $40,953 to $105,347

through August 1, 2026, at zero percent interest. 1,293,056 1,398.101
Subtotal 2,948,056 3,138,101

Less: cuirent portion (188.130) (190,047

Bonds payable — long-term $ 2759926 $ 2.948.054

Schedule of annual debt service for principal and interest for loans payable, over the next five years and five
year increments thereafter are as follows: '

Principal Interest Total
2014 $ 188,130 § 75,048 $ 263,178
2015 194,380 71,988 266,368
2016 199,702 67,487 267,189
2017 204,863 62,738 267,601
2018 209,863 57,738 267,601
2019-2023 1,123,739 212,788 1,336,527
20242027 827,379 65,278 892,657

$ 2948056 § 613,065 $ 3,561,121

NOTE 8: PENSION
A. Plan Description

Berkeley Township Municipal Utilities Authority coniributes to a cost-sharing multiple-employer defined
benefit pension plan, Public Employees® Retirement System (PERS), administered by the State of New
Jersey, Division of Pensions and Benefits. It provides retirement, disability, medical and death benefits to
plan members and beneficiaries.

The Public Employees' Retitement System (PERS) was established in Janvary 1955 under the provisions
of NJSA.43:154 and significantly amended on May 21, 2010. Both plans were set up to provide
retitement, death, disability and medical benefits to certain qualified members. The Public Employees’
Retirement System is a cost-sharing multiple-employer plan. Membership is mandatory for substantially
all full-time employees of the State of New Jersey or any county, municipality, school district, or public
agency, provided the employee is not required to be a member of another state-administered retirement
system or other state or local jutisdiction.

The State of New Jersey, Department of the Treasury, Division of Pensions and Benefits, issues publicly
available financial reports that include the financial statements and required supplementary information
for PERS. As of July 1, 2011 the aggregate funded ratio and unfunded acerued liability for local PERS
obligations was 77.3% and $5.436 billion, respectively. The financial reporfs may be obtained by writing
to the State of New Jersey, Department of the Treasury, Division of Pension Benefits, P.0. Box 295,
Trenton, New Jersey, 08625-0295.
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BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Notes to Financial Statements (continued)
For the years ended December 31, 2013 and 2012

NOTE 8: PENSION (continued)
B. Vesting and Benefif Provisions

The vesting and benefit provisions of PERS are set by N.J.S.4.43:154 and 43.3B. Employees are eligible
for benefits based upon their date of hire, number of weekly hours worked and annual salary, Vesting for
pension benefits occurs after 10 years of service. Members are eligible for retirement at age 60 for Tier |
and Tier 2 employees, at age 62 for Tier 3 and Tier 4 employees and af age 65 for Tier 5 employees with
an annual benefit generally determined to be 1/55" of the final average salary for Tier 1, 2 and 3
employees and 1/60™ of the final average salary for Tier 4 and Tier 5 employees muliiplied by the number
of years of service. Early retirement is available to those under normal retirement age with 25 or more
years of credited service, but at a reduced rate.

C. Significant Legislation

Effective June 28, 2011, Chapter 78, P.L. 2011 reformed various pension and health benefits provisions,
Employees hired after June 28, 2011 and newly enrolled in PERS will be enrolled in a new tier, Tier 5,
Full retirement for Tier 5 PERS members will be age 65 and 30 years of service,

All cost of living adjustments are frozen until the pension fund reaches a “target funded ratio”.
D. Confribution Requirements

The contribution policy is set by N.J.S.4.43:154, Chapter 62, P.L. of 1994, Chapter 115, P.L., of 1997 and
N.J.5.A.18:66, and requires contributions by active members and confributing employers. Plan member
and employer contributions may be amended by State of New Jersey legislation. PERS provides for
employee contributions of 6.78%, effective on or after July 1, 2013, of employees’ annual compensation
as defined. Rates will increase over the next few years to 7.5%. BEmployers are required to contribute at an
actuarially determined rate in PERS. The actuarially determined contribution includes funding for both
cost-of-living adjustments, noncontributory death benefits and post-retirement medical premiums.

Contributions to PERS for the years ended December 31% made by the employees and the Authority were as

follows:
Year Authority Required Contribution
Ending - Emplovees Amount Percentage
12/31/2013 $729,298 $ 38,872 100%
12/31/2012 $25,952 $ 36,385 100%
12/31/2011 $21,928 $ 34,029 100%

NOTE 9: POST-RETIREMENT BENEFITS

The Authority participates in the New Jersey State Health Benefits Program (“the SHBP”), which qualifies
as a cost-sharing, multiple-employer plan in accordance with GASB Statement 45 “Accounting and
Financial Reporting by Employers for Post-employment Benefits Other Than Pensions” (“OPEB”). The
SHBP is administered by the State of New Jersey, Department of Treasury, Division of Pensions and
Benefits.
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BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Notes to Financial Statements (continued)
For the years ended December 31, 2013 and 2012

NOTE 9: POST-RETIREMENT BENEFITS (continucd)

The State of New Jersey, Department of the Treasury, Division of Pensions and Benefits, issues publicly
available financial reports that include the financial statements and required supplementary information of
the 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.

The SHBP is established under the authority of N.LS.A. 52:14-17.25 et seq. and regulations adopted by
the State Health Benefits Commission. The required confribution rate is determined on an annual pay as
you go basis.

NOTE 10: RISK MANAGEMENT

The Authority is exposed to various risk of loss related to torts, theft of, damage to and destruction of
assets; errors and omissions; injuries to employees; and natural disaster. The Authority is a member of the
New Jersey Utilities Authorities Joint Insurance Fund (JIF). The joint insurance pool is both an insured
and self-administered group of 80 authorities established for the purpose of insuring against property
damage, peneral Hability, motor vehicles and equipment liability and workmen's compensation. The JIF
will be self-sustaining through member premiums. The JIF participates in the Municipal Excess Liability
Insurance program which has a contract for excess insurance. There were no seftlements in excess of
insorance coverage for 2013, 2012, or 2011.

NOTE 11: DONATED PROPERTY

By Ordinance 2012-22-A0B dated July 24, 2013, the Berkeley Township Council conveyed property to
the Authority at the nominal price of one dollar. Council belicved the conveyance of this property will
serve the greater good of the Township’s citizens as the site of an additional water source well.
Construction of this well is scheduled to begin in 2014, The deed was recorded on November 13, 2013.
The Authority assumed ownership at the tax assessed value of $53,500.

Also during 2013, four separate property developers constructed and donated water mains to the
Authority. The total value of the dedicated water mains is $30,837. Ownership was assumed, recorded
and acceptance of the maintenance bond was authorized at the completion of each project.

All of these donated properties were freated as non-operating revenue jn the statement of revenues,

expenses and changes in net position and capitalized on the Authority’s statement of net position for the
yenr ended December 31, 2013,
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BERKELEY TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
Board of Commissioners and Management

December 31, 2013
2 a1 2 vt P U PP Chairman
B AEI IDAVIS 1 1ueiereevriveressresaninsansnssasanesrtesesissisrasianstsassnsanss Vice Chairwoman
Michacl W. HALE ...oiiriiiiiiiiiriietrisneieia e siiae s itas s s e s e s s anes Treasurer
Lloyd G. MulHKIf .. ovvvniniiii s et Secretary
LT b |12 A S Commissioner
I BUSCIO. 1ttt vrive v erieietaeinera s e s e bassbiasstniaaneannraanass Alt, Commissioner
MICHEle NUZEIH. . .0 vvvcrieniienenn i cnie st s e re e s seeeeas Executive Director
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10 Alen Streel, Suite 2B, Tors River, NJ 06763 + Tel, 732.797.1333
618 Stokes Road, Medford, NJ 08055 » Tet 609.953.0612
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HOLMAN | FRENIA 912 Highway 33, Sute 2, Freehold, NJ 07728 » Tk 732,409,080
ALLISON, PC. 785 Canton Streel, Tray, PA 16947 » Tek 570.207 5090
Certified Public Accountants & Consultants 926 Main Street, Suite 103, Rome, PA 18837 » Tek; 570.297.568¢
vvwhfacpas.com

To the Board of Commissioners of the
Berkeley Township Municipal Utilities Authority
Bayville, New Jersey 08721

We have audited the financial accounts and transactions of the Berkeley Township Municipal Utilities
Authority, a component unit of the Township of Berkeley, in the County of Ocean, State of New Jersey
for the year ended December 31, 2013. In accordance with requirements prescribed by the Division of
Local Government Services, Department of Community Affairs, State of New Jersey, the following are
the General Comments and Recommendations for the year then ended.

GENERAL COMMENTS AND RECOMMENDATIONS

Contracts and Agreements Required to be Advertised by (V.J.5.4.40A:11-9)

N.JS.A.404:11-4 - Every contract or agreement, for the performance of any work or furnishing or hiring
of any materials or supplies, the cost or the contract price whereof is to be paid with or out of public funds
not included within the terms of Section 3 of this act, shall be made or awarded only by the governing
body of the contracting unit after public advertising for bids and bidding therefore, except as is provided
otherwise in this act or specifically by any other Law. No work, materials or supplies shall be undertaken,
acquired or furnished for a sum exceeding in the aggregate $17,500 except by contract or agreement.

The Authority has a qualified purchasing agent on staff and therefore may award contracts up to $36,000
without competitive bids.

It is pointed out that the Members of the Authority have the responsibility of determining whether the
expenditures in any category will exceed the statutory minimum within the fiscal year. Where question
arises as to whether any contract or agreement might result in violation of the slatote, the solicitor's
opinion should be sought before a commitment is made.

The minutes indicate that resolutions were adopted authorizing the awarding of contracts or agreements
for "Professional Services," per NJ.S.A.404:11-5.

Since computerized general ledgers do not provide for the aggregation of payments within categories for
performance of work or furnishing of materials and supplies, we reviewed disbursements to determine
whether any clear-cut violations of the bid and quote thresholds established by the Authority existed. The
results of our examination did not disclose any discrepaneies.

33




Contracts and Agreements Requiring Solicitation of Quotations

The examination of expenditures did not reveal any individual payments, confracts or agreements in
excess of $5,400 "for the performance of any work or the furnishing or hiring of any materials or
supplies", other than those where bids had been previously sought by public advertisement or where a
resolution had been previously adopted under the provision of (N.LS.4.404:11-6.1).

Examination of Bills

A test check of paid bills was made and each bill, upon proper approval, was considered as a separate and
individual confract unless the records disclosed it to be a part payment or estimate. The results of the
examination did not disclose any discrepancies with respect to signatures, certification or supporting
documentation.

Payroll Fund

The examination of the payroll account included the detailed computation of various deductions or other
credits from the payroll of the Authority employees and we ascertained that the accumulated withholdings
were disbursed to the proper agencies.

Property, Plant & Equipment

The property, plant and equipment subsidiary ledger was maintained properly.

Follow-Up of Prior Years® Findings

In accordance with Government Auditing Standards, our procedures included a review of all prior year
findings, There were no findings in the prior yeat.

Acknowledgment

We received the complete cooperation of all the Authority officials and employees and we greatly
appreciate the courtesies extended to the members of the audit team.

During our audit, we did not note any problems or weaknesses significant enough that would affect our
ability to express an opinion on the financial statements taken as a whole.

Should you have any questions concerning our comments, please call us.

st Lt puisil
OFLMAN FRENTA ALLISON, P.C.
Certified Public Accountants

April 15,2014
Toms River, New Jersey
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