






































































































































MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS {continued):
DECEMBER 31, 2011 AND 2010

Note 4, Governmental Unit Deposit Protection Act (GUDPA) (continued):

days of each month in the 6 month period ending on the next preceding valuation date (June 30 or
December 31). No public depository shall be required to maintain any eligible collateral pursuant to this
act as security for any deposit or deposits of any governmental unit to the extent such deposits are
insured by F.D.L.C. or any other U.S. agency which insures public depository funds.

No public depository shall at any time receive and hold on deposit for any period in excess of 15 days
public funds of a governmental unit(s) which, in the aggregate, exceed 75% of the capifal funds of the
depository, unless such depository shall, in addition to the security required to be maintained under the
paragraph above, secure such excess by eligible collateral with a market value at least equal to 100% of
© such excess.

In the event of a default, the Commissioner of Banking within 20 days after the default occurrence shall
ascertain the amount of public funds on deposit in the defaulting depository and the amounts covered by
federal deposit insurance and certify the amounts to each affected governmental unit. Within 10 days
after receipt of this certification, each unit shall furnish to the Commissioner verified statements of its
public deposits. The Commissioner shalfl ascertain the amount derived or to be derived from the
~ liguidation of the collateral maintained by the defaulting depository and shall distribute such proceeds
pro rata among the governmental units to satisfy the net deposit liabilities to such units.

If the proceeds of the sale of the collateral are insufficient to pay in full the liability to all affected
governmental units, the Commissioner shall assess the deficiency against all other public depositories
having public funds on deposit determined by a formula detertnined by law. All sums collected by the
Commissioner shall be paid to the governmental units having deposits in the defaulting depository in the
proportion that the net deposit liability to cach such governmental unit bears to the aggregate of the net
deposit liabilities to all such governmental units.

All public depositories are required to furnish information and reports dealing with public funds on
deposit every six months, June 30th and December 31st, with the Commissioner of Banking. Any public
depository which refuses or neglects to give any information so requested may be excluded by the
Commissioner from the right to receive public funds for deposit until such time as the Commissioner
shall acknowledge that such depository has furnished the information requested.

Upon review and approval of the Certification Statement that the public depository complies with
statutory requirements, the Commissioner issues forms approving the bank as a municipal depository.

The Authority should request copies of these approval forms semiannually to assure that all depositories
are complying with requirements.

Note 5. Accounts Receivable

Accounts receivable at December 31, 2011 and 2010 consisted of the following:
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MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (continued):
DECEMBER 31, 2011 AND 2010

Note 5. Accounts Receivable (continued):

2011 2010
Accounts Receivable — Customers $ 2,139,003.25 $ 226797122
Unbilled Service Charges 1,522,475.60 1,725,787.55
Other Receivables 38.126.80 26,661.22
Total $ 3.699.605.65 $ 4.020,419.99

Note 6. Property, Plant and Equipment

The following is a summary of changes in the Authority’s property, plant and equipment for the year
ended December 31, 2011;

Balance Balance
December 31, December, 31
2010 Additions Deletions 2011

Land $ 908,612.00 $ 908,612.00
Buildings & Improvements 75,011,029.62  $41,115,329.10 $ 35,243.99  116,091,114.73
Equipment 2,355,805.34 70,611.49 42.212.69 2,384,294.14
Engineering & Other Costs 8.045.981.24 8,045,981.24
Total Property, Plant & Equipment 86,321,518.20  41,185,940.59 77,456.68  127,430,002,11
Less: Accumulated Depreciation (57.557.746.19)  (3.210,149.27) 77.456.68  (60.690.438.78)
Net Property, Plant & Equipment  28,763,772.01  37,975,791.32 66,739,563.33
Construction in Progress 39.089,049.03 39,089,049.03

Total $67.852.821.04 $37.975,791.32 $39.089.049.03 $ 66,739.563.33

Note 7. Long-Term Debt
Outstanding Debt

The following is a summary of long-term debt at December 31, 2011:

Balance Balance Due
December 31, December 31,  Within One
2010 Issued Retired 2011 Year
Bonds Payable $24,335,000.00 $ - $ 765,0600.00 $23,570,000.00 $ 800,000.00
Unamortized Bond Premium 295,719.89 55,641.38 240,078.51 55,641.38
Post Retirement Benefits 556,420.95 40,151.09 516,269.86
Loan Payable 23,835,524.42 1,174,692.37 22.660,832,05 1,200,989.45
Total $49,022,665.26 3 - $2,035,484.84 $46,987,180.42 $2,056,630.83
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MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (continued):
DECEMBER 31, 2011 AND 2010

Note 7. Long-Term Debt (continued):

A. 1998 Sewer Revenue Bonrds — Series of 1998:

The Authority determined to abandon that portion of the construction project related to the advanced
wastewater pretreatment facility and has used the unexpended proceeds of the 1998 Bonds previously
deposited to the Construction Fund, together with other available funds, to defease $9,560,000 of the
outstanding 1998 Bonds. The defeasance was completed pursuant to Section 12.01 of the bond
resolution, An escrow deposit agreement between the Authority and TD Bank N.A. was executed. The
refunded bonds have been discharged and satisfied, and such defease refunded bonds are deemed to have
been paid and are no longer outstanding. The remaining payment schedule is as follows:

Initial Date of Original Principal
Date of Final Interest Issue Balance
Issue Issue Maturity Rate Amount Qutstanding
1998 Sewer 4.00% to
Revenue Bonds 12/30/1998 12/1/2028 4.75% $15,725,000 $4.685,000

The following summary detailing the schedule of outstanding bonds by year and the annual debt
principal requirements for each:

Year Ending Rate of

December 31, Principal Interest
Serial Bonds:
2012 $ 160,000.00 4.500%
2013 85,000.00 5.000%
Term Bonds:
2018 1,135,000.00 4.750%
2028 3,305,000.00 4,750%
Total $4,685.000.00

Mandatory Sinking Fund Redemption

The Bonds maturing December 1, 2018 and December 1, 2028, respectively, are subject to mandatory
redemption prior to maturity, by operation of a sinking fund in accordance with the provisions of the
Resolution on December 1 of the years set forth below in the respective amounts listed opposite each
year, at a price equal to 100% of the principal thereof, plus accrued interest thereon to the date fixed for
such redemption.
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MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (continued):

DEC

Note 7. Long-Term Debt (continued):

EMBER 31,2011 AND 2610

Bonds Maturing December 1, 2018

Year

2014
2015
2016
2017
2018 (maturity)

Installment
Sinking Fond

$ 85,000.00
85,000.00
555,000.00
205,000.00
205,000.00

Bords Maturing December 1, 2028

Year

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028 (maturity)

Installment
Sinking Fund

$215,000.00
225,000.00
235,000.00
245,000.00
255,000.00
270,000.00
280,000.00
295,000.00
310,000.00
975,000.00

Annual Requirements to Retire Debt Obligation — 1998 Sewer Revenue Bonds

Year
Ending
December 31,

2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024

Principal Interest
$ 160,000.00 222,350.00
85,000.00 215,150.00
85,000.00 210,900.00
85,000.00 206,862.50
555,000.00 202,825.00
205,000.,00 176,462.50
205,000.00 166,725.00
215,000.00 156,987.50
225,000.00 146,775.00
235,000.00 136,087.50
245,000.00 124,925.00
255,000.00 113,287.50
270,000.00 101,175.00
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382,350.00
300,150.00
295,900.00
291,862.50
757,825.00
381,462.50
371,725.00
371,987.50
371,775.00
371,087.50
369,925.00
368,287.50
371,175.00



MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (continued):
DECEMBER 31, 2011 AND 2010

Note 7. Long-Term Debt {continued):

Year
Ending
December 31, Principal Interest Total

2025 280,000.00 88,350.00 368,350.00
2026 295,000.00 75,050.00 376,050.00
2027 310,000.00 61,037.50 371,037.50
2028 975.000.00 46,312.50 _ 1.021.312.50
Total $4,685,000.00 $2.451,262.50 $7,136,262.50

B. 1999 Sewer Revenue Refunding Bonds

On December 30, 1998, the Utilities Authority entered into a Bond Purchase Agreement with First Union
Capital Markets that provides, subject to certain conditions, for the issuance by the Authority and the
purchase by First Union of all, but not less than all of the outstanding 1989 Sewer Revenue Bonds. The
amount of the Refunding Bonds sold was $8,650,000.00 and the bonds were delivered September 7,
1999,

Initial Date of Original Principal
Date of Final Interest Issue Balance
Issue Issie Maturity Rate Amount Ouistanding
1998 Sewer 4.00% to
Revenue Bonds 12/30/1998 12/1/2028 4.75% $15,725,000 $3.475.000

The following summary detailing the schedule of outstanding bonds by year and the annual debt
principal requirements for each:

Year Ending Rate of

December 31, Principal Interest
2012 § 630,000.00 5.125%
2013 665,000.00 5.000%
2014 695,000.00 5.000%
2015 725,000.00 5.000%
2016 7606,000.00 5.000%
Total $3,475,000.00

Year Ending

December 31, Principal Interest Fotal
2012 630,000.00 174,537.50 804,537.50
2013 665,000.00 142,250.00 807,250.00
2014 695,000.00 109,000.00 804,000.00
2015 725,0600.00 74,250.00 799,250.00
2016 760.600.00 38.000.00 798.000.00
Total $3.475,000.00 _§ 538,037.50 $4,013,037.50
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MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (continued):
DECEMBER 31, 2011 AND 2010

Note 7. Long-Term Debt (continued):
C. 2007 Series C Sewer Revenue Bonds

On November 29, 2007, the Authority issued Series 2007 C Sewer Revenue Bonds that will be used to (i)
Finance a portion of the costs of various capital improvements to the Authority’s sewerage collection and
treatment facilities, including construction of a new treatment facility, design of force mains, the upgrade
and rehabilitation of an existing pump station and various improvements and integrations to connect the
new treatment facility with the existing facility; (ii) Fund the debt service reserve requirement for the
Series 2007 C Bonds through the deposit of a surety bond; and (iii) Pay certain costs associated with the
issuance of the Series 2007 C Bonds, including the payment of the premiom for the Bond Issuance Policy
(collectively, the “2007 Project”). The amount of the Sewer Revenue Bonds was $13,000,000.00 and the
Bonds were delivered December 13, 2007,

Initial Date of Original Principal
Date of Final Interest Issue Balance
Issue Issue Maturity Rate Amount Qutstanding
1598 Sewer 4.00% to
Revenue Bonds 12/13/2007 12/1/2037 5.00% $13.000.000  $12,970.000

The following summary detailing the schedule of outstanding bonds by year and the annual debt
principal requirements for each:

Year Ending Rate of
December 31, Principal Interest
Serial Bonds:
2012 £ 10,000.00 4.000%
2013 10,000.00 4,000%
2014 10,000.00 4.006%
2015 10,000.00 4.000%
2016 10,000.00 4.000%
2017 316,000.00 5.000%
2018 335,000.60 5.000%
2019 350,000.00 4.000%
2020 360,000.00 4.000%
2021 380,000.00 4.000%
2022 395,000.00 4.125%
2023 410,000.00 4.125%
2024 430,000.00 4.250%
2025 445,000.00 4.250%
2026 465,000.00 4.250%
Term Bonds:
2030 2,915,000.00 4375%
2037 6,125,000.00 4.500%
Total $12,970,000.00
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MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (continued):
DECEMBER 31, 2011 AND 2010
Note 7. Long-Term Debf (continaed):

C. 2007 Series C Sewer Revenue Bonds (continued):

Year Ending Rate of

December 31, Priacipal Interest Total Interest
2012 $ 10,000.00 §  571,162.50 $ 581,162.50 4.00%
2013 10,000.00 570,762.50 580,762.50 4.00%
2014 16,000.00 570,362,50 580,362.50 4.60%
2015 10,000.00 569,962.50 579,962.50 4.00%
2016 10,000,00 569,562.50 579,562.50 4.00%
2017 310,000.00 569,162.50 879,162,590 5.00%
2018 335,000.00 553,662.50 888,662.50 5.00%
2019 350,000.00 536,912.50 886,912.50 4.00%
2020 360,000.00 522,912.50 882,912.50 4.00%
2021 380,000.00 508,512.50 388,512.50 4.00%
2022 395,000.00 493,312.50 §88,312.50 4.15%
2023 410,000.00 477,018.76 887,018.76 4.15%
2024 430,000.00 460,106.26 890,106.20 4.25%
2025 445,000.00 441,831.26 866,831.26 4.25%
2026 465,000.00 422,918.76 887,918,786 4.25%
2027 485,000.00 403,156.26 888,156.26 4.375%
2028 1,000,000.00 381,937.50 1,381,937.50 4.375%
2029 700,000.00 338,187.50 1,038,187.50 4.375%
2030 730,000.00 307,562.50 1,037,562.50 4.375%
2031 765,000.00 275,625.00 1,040,625.00 4.50%
2032 800,000.00 241,200,00 1,041,200.00 4.50%
2033 835,000.00 _ 205,200.00 1,040,200.00 4.50%
2034 870,000.00 . 167,625.00 1,037,625.00 4.50%
2035 910,000.00 128,475.00 1,038,475.00 4.50%
20306 950,000.00 87,525.00 1,037,525.00 4.50%
2037 995.000.00 44.775.0Q 1.039.775.00 4,50%
Total $12.970,000.00 $10,419.431.30 $23,389,431.30

Optional Redemption

The Series 2007 C Bonds maturing on or after December 1, 2018 are subject to redemption prior to
maturity at the option of the Authority on December 1, 2016 and on any date thereafter, as a whole, or in
part from such maturities as the Authority shall determine and by lot within a single maturity, at a
redemption price equal to the principal amount to be redeemed (together with interest accrued thereon to
the date fixed for such redemption).
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MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (continued):
DECEMBER 31, 2011 AND 2010

Note 7. Long-Term Debt (continued):

Sinking Fund

Mandatory Redemption

The Series 2007 C Bonds maturing on December 1, 2030 are subject to mandatory redemption by

operation of a sinking fund provided for in the Resolution at a redemption price equal to the principal
amount thereof in the following principal amounts on December 1 in each of the years set forth below:

Year Principal Amount
2027 $ 485,000
2028 1,000,000
2029 700,000
2030 (Maturity) 730,000

The Series 2007 C Bonds maturing on December 1, 2037 are subject to mandatory redemption by
operation of a sinking fund provided for in the Resolution at a redemption price equal to the principal
amount thereof in the following principal amounts on December 1 in each of the years set forth below:

Year Principal Amount
2031 $765,000
2032 800,000
2033 835,000
2034 870,000
2035 910,000
2036 950,000
2037 (Maturity) 995,000

D. 2009 Series A Taxable Sewer Revenue Bonds

On July 9, 2009, the authority issned 2009 Series A Taxable Sewer Revenue Bonds that will be used to
(1) fund a required deposit to the Debt Reserve Fund under the resolution; (ii) pay certain costs associated
with the issuance of the 2009 Series A Bonds. The amount of the Taxable Revenue Bonds was
$2,440,000 and the Bonds were delivered July 9, 2009.

Initial Date of Original Principal
Date of Final Interest Tssue Balance
Issue Essue Maturity Rate Amount Qutstanding
2009 Series A 6.00% to
Taxable Bonds 7/09/2009 12/31/2038 6.75% 2,440,000.00 2.440,000.00

36



MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (continued):
DECEMBER 31,2011 AND 2010

Note 7. Long-Term Debt (continued):

The following summary details the schedule of ouistanding bonds by year and the annual debt principal
requirements for each:

Year Ending Rate of
December 31, Principal Interest
Serial Bonds:
2017 $ 400,000.00 6.000%
2029 1,040,000.00 6.625%
2038 1,000.000.00 6.750%
Total $2,440,000.00
Year Ending Rate of
December 31, Principal Interest Total Interest
2011 160,400.00 160,400.00 6.000%
2012 160,400.00 160,400.00 6.000%
2013 160,400.00 160,400.00 6.000%
2014 160,400.00 160,400.00 6.000%
2015 160,400.00 160,400.00 6.000%
2016 160,400.00 160,400.00 6.000%
2017 $ 400,000.00 160,400.00 560,400.00 6.000%
2018 136,400.00 136,400.00 6.000%
2019 136,400.00 136,400.00 6.000%
2020 136,400.00 136,400.00 6.000%
2021 136,400.00 136,400.00 6.000%
2022 136,400.00 136,400.00 6.000%
2023 136,400.00 136,400.00 6.000%
2024 136,400.00 136,400.00 6.000%
2025 136,400.00 136,400.00 6.000%
2026 136,400.00 136,400.00 6.000%
2027 136,400.00 136,400.00 6.000%
2028 136,400.00 136,400.00 6.000%
2029 1,040,000.00 136,400.00 1,176,400.00 6.625%
2030 67,500.00 67,500.00 6.625%
2031 67,500.00 67,500.00 6.625%
2032 67,500.00 67,500.00 6.625%
2033 67,500.00 67,500.00 6.625%
2034 67,500.00 67,500.00 6.625%
2035 67,500.00 67,500.00 6.625%
2036 67,500.00 67,500.00 6.625%
2037 67,500.00 67,500.00 6.625%
2038 1,000.000.00 67.500.00 1.067.560.00 6.750%
Total $2.440,000,00 $3,206,700.00 $5.646,700.00
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MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (contineed):
DECEMBER 31,2011 AND 2010

Note 7. Long-Term Debt (continued):
E. New Jersey Environmental Infrastructure Trust and Fund Loan — Construction Project

The Authority has determined there exists a need within its service area to undertake various capital
improvements to its System, including reconstruction of its central treatment plant and rehabilitation of
various water mains, all as more particularly describe in the report prepared therefore by the Authority’s
Consulting Engineer as further defined in that cerfain Loan Agreement to be entered into between the
Authority and the New Jersey Wastewater Treatment Trust and that certain Loan Agreement to be
entered into between the Authority and the State of New Jersey, acting by and through the New Jersey
Department of Environmental Protection, all pursuant to the 2007 New Jersey Environmental
Infrastructure Trust financing program; and on November 9. 2006, the Authority adopted a note
resolution pursuant to which the Authority has heretofore issued its Project Notes, Series 2006 to
temporarily finance a portion of the 2007 Project; and on July 12, 2007, the Authority adopted a note
resolution pursuant to which the Authority will issue its Project Notes, Series 2007 to temporarily
finance a portion of the 2007 Project, and the Authority has determined to finance a portion of the
acquisition, construction, renovation or installation of the 2007 Project with the proceeds of a loan to be
made by each of the Trust and the State pursuant to the Trust Loan Agreement and the Fund Loan
Agreement, respectively.

The following summary details the schedule of outstanding loans by year and the annual loan principal
requirement for each:

NJEIT FUND
NJEIT TRUST LOAN LOAN TOTAL
Rate of

Year Principal Interest  Interest Principal Principal

2012 485,000.00 480,647.50 3.400% 626,243.70 1,111,243.70
2013 500,000.00 464,157.50  3.500% 625,277.40 1,125,277.40
2014 520,000.00 446,657.50 3.600% 626,898.71 1,146,898.71
2015 535,000.00 427,937.50 5.000% 624,486.20 1,159,486.20
2016 565,000.00 401,187.50 5,000% 626,593.90 1,191,593.90
2017 590,000.00 372,937.50 5.000% 624,486.20 1,214,486.20
2018 620,000.00 343,437.50 5.006% 624,810.46 1,244.810.46
2019 650,000,00 312,437.50 4.000% 624,161.94 1,274,161.94
2020 680,000,00 286,437.50 4.000% 626,756.03 1,306,756.03
2021 705,000.00 259.237.50  5.000% 625,329.28 1,330,329.28
2022 740,000.00 223,987.50  5.000% 625,167.15 1,365,167.15
2023 780,000.00 186,987.50  4.250% 627,112.71 1,407,112.71
2024 810,000.00 153,837.50 4.500% 625,069.87 1,435,069.87
2025 8506,000.00 117,387.50  4.500% 627,372.13 1,477,372.13
2026 885,000.00 79,137.50 4.500% 625,264.43 1,510,264.43
2027 925,000.00 39.312.50 4.250% 625,378.16 1,550,378.16
Total $10,840,000.G0 $4,595,725.00 $10.010,408.27 $20,850.408.27
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MOUNT HOIIY MUNICIPAL UTELITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (continued):
DECEMBER 31, 2011 AND 2010

Note 7. Long-Term Debt (continued):
F. New Jersey Environmental Infrastructure Trust and Fund Loan — Edward Street Pump Station

On March 10, 2011, the Authority borrowed $1,950,000 in Revenue Bonds through the New Jersey
Environmental Infrastructure Trust. The “Fund” (Federal Funds) portion of the Bond Issue, $1,470,000,
was issued with no interest rate. The remaining Bonds mature semi-annually from August 1, 2011
through August 1, 2029 at maturities ranging from $49,830.50 to $74,746.00.

The “Loan” (State Funds) portion of the Bond Issue, $480,000, the remaining bonds mature annually
from August 1, 2011 through 2029 at annval maturities ranging from $15,000 to $35,000 and bear
interest at rates ranging from 3.00% to 5.00%.

The following summary details the schedule of outstanding loans by year and the annual loan principal
requirement for each:

NJEIT FUND
NJEIT TRUST LOAN LOAN TOTAL
Rate of

Year Principal Interest  Interest Principal Principal
2012 15,000.00 19,850.00  5.000% 74,745.75 89,745.75
2013 20,000.00 19,100.00  5.000% 74,7145.75 94,745.75
2014 20,000.00 18,100.60  3.600% 74,745.75 94,745.75
2015 20,000.60 17,106.00  5.000% 74,745.75 04,745.75
2016 20,000.00 16,100.00  5.000% 74,745.75 04,745.75
2017 20,000.00 15,100.00  5.000% 74,745.75 94,745.75
2018 25,000.00 14,100.00  5.000% 74,745.75 99,745,775
2019 25,000.00 12,850.00  4,000% 74,745,775 99,745.75
2020 25,000.00 11,85000  5.000% 74,745.75 99,745.75
2021 25,000.00 10,600.00  3.000% 74,745.75 99,745.75
2022 25,000.00 9,850.00 4.000% 74,745.75 99,745.75
2023 30,000.00 8,850.00  4.000% 74,745.75 104,745.75
2024 30,000.00 7,650.00  4.000% 74,745.75 104,745.75
2025 30,000.00 6,450.00  4.000% 74,745.75 104,745.75
2026 30,000.60 5,250.00  3.500% T4,745.75 104,745.75
2027 35,000.00 4200.00  4.000% 74,745.75 109,745.75
2028 35,000.00 2,800.00  4.000% 74,745.75 109,745.75
2029 35.000.00 1,400.00  4.000% 74.746.00 109.745.75
Total $ 465,000.00 $201,200.00 $1.345423.75 $1,810,423.75
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MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (continued):
DECEMBER 31, 2011 AND 20610

Note 8. Pension Note
A. Plan Description

The Mount Holly Municipal Utilities Authority contributes to a cost-sharing multiple-employer defined
benefit pension plan, Public Employees® Retirement System (P.E.R.S.), 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 State of New Jersey P.E.R.S. program was established as of
January 1, 1955. The program was established under the provisions of N.J.S.A4.43:154, which assigns
authority to establish and amend, benefit provisions to the plan’s board of trustees. P.E.R.S. issues a
publicly available financial report that includes financial statements and required supplementary
information. 'That report may be obtained by writing to: State of New Jersey, Department of the
Treasury, Division of Pensions and Benefits, P.O. Box 295, Trenton, NJ 08625, or calling (609) 984-
1684.

B. Vesting and Benefit Provisions

The vesting and benefit provisions of PERS are set by N.J.S.4.43:154 and 43.3B. All benefits vest after
eight to ten vears of service, except for medical benefits that vest after 25 years of service. Retirement
benefits for age and service are available at age 55 and are generally determined to be 1/55 of the final
average salary for each year of service credit, as defined. Final average salary equals the average salary
for the final three years of service prior to retirement (or highest three years” compensation if other than
the final three years). Members may seek early retirement after achieving 25 years of service credit or
they may elect deferred retirement after achieving eight fo ten years of service in which case benefits
would begin the first day of the month after the member attains normal retirement age. The PERS
provides for specified medical benefits for members who retire after achieving 25 years of qualified
service, as defined, or under the disability provisions of the System.

Members are always fully vested for their own contributions and, after three years of service credit,
become vested for 2% of related imterest earned on the contributions. In the case of death before
retirement, members’ beneficiaries ate entitled to full interest credited to the members’ accounts.

Chapter 78, P.L. 2011 changed this for employees enrolled after June 28, 2011. See Note 8C below.
C. Significant Legislation

During the year ended June 30, 1997, legislation was enacted (Chapter 114, P.L. 1997) authorizing the
New Jersey Economic Development Authority to issue bonds, notes or other obligations for the purpose
of financing, in full or in part, the State of New Jersey’s portion of the unfunded accrued liability under
the State of New Jersey retirement systems. Additional legislation enacted during the year ended June
30, 1997 (Chapter 115, P.L. 1997) changed the asset valuation method from market related value to full-
market value. This legislation also contained a provision to reduce the employee confribution rate by %
of 1% to 4.5% for calendar years 1998 and 1999, and to allow for a reduction in the employee’s rate after
calendar year 1999, providing excess valuation assets are available, The legislation also provided that
the District’s normal contributions to the Fund may be reduced based on the revaluation of assets. Due to
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Note 8. Pension Plans (continued)

recognition of the bond proceeds and the change in asset valuation method as a result of enactment of
Chapters 114 and 115, all unfunded accrued liabilities were eliminated, except for the unfunded liability
for local early retirement incentive benefits; accordingly, the pension costs for PERS were reduced.

New Legislation signed by the Acting Governor (Chapter 133, Public Laws 2001) changed the formula
for calculating retirement benefits for all current and future non-veteran retirees from N/60 to N/55 (a
9.09% increase). This legislation, signed June 29, 2001, provides that all members of the PERS will
have their pensions calculated on the basis of years of credit divided by 55. It also provides that all
current retirees will have their original pension recalculated wnder the N/55 formula. Starting February
1, 2002, pension cost of living adjustments will be based on the new original pension.

Effective June 28, 2011, Chapter 78, P.L. 2011 reformed various pension and health benefits provisions.
Employees hired after June 28, 2011 and 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”.

Chapter 78 also requires all covered employees to contribute a prescribed percentage towards their health
costs.

D. Contribution 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.S.4.18:66, and requires contributions by active members and contributing employers. Plan
member and employer contributions may be amended by State of New Jersey legislation, PERS provide
for employee contributions of 6.5%, effective October 1, 2011, of employees’ annual compensation as
defined, The rate will increase over the next seven years to 7.5%. Employers are required to contribute at
an actuarially determined rate in PERS. The actuarially determined contribution includes funding for
cost-of-living adjustments, noncontributory death benefits and post-retirement medical premiums.

The Authority’s contributions to P.E.R.S. for the years ending December 31, 2011, 2010 and 2009 were
$361,657, $283,122 and $252,236, respectively, equal to the required contributions for each year.

Note 9. Joint Insurance Fund
The Mount Holly Municipal Utilities Authority is a member of the New Jersey Utility Authorities Joint

Insurance Fund (NJUA). The NJUA Fund provides lines of coverage to the Mount Holly Municipal
Utilities Authority as follows:
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Note 10. Retiree Health Benefit Coverage (continued):

Other Post-Employment Benefit cost for the year, the amount actually contributed to the Plan and
changes in the Authority’s net Other Post-Employment Benefit obligation to the plan:

Annual Required Contribution ) -
Interest on Net Other Post-Employment Benefit -
Adjustment to Annual Required Contribution -
Annual Other Post-Employment Benefit -

Increase in Net Other Post-Employment Benefit Obligation -
Net Other Post-Employment Benefit, Beginning of Year 516,269.86

Net Other Post-Employment Benefit, End of Year $516.269.86

The Authority’s annual Other Post-Employment Benefit cost, the percentage of annual Other Post-
Employment Benefit cost contributed to the Plan, and the net Other Post Employment Benefit obligation
(OPEB) for the year ending December 31, 2010 and 2011 is as follows:

YEAR ANNUAL  PERCENTAGE NET OPEB
ENDED OPEB COST CONTRIBUTED OBLIGATION
12/31/10 - 0.00% 556,420.95
12/31/11 - 0.00% 516,269.86

Actuarial assumptions were used to value the post-retirement medical liabilities. Actuarial assumptions
were based on the actual experience of the covered group, to the extent that creditable experience data
was available, with an emphasis on expected long-term future trends rather giving undue weight to recent
past experience. The reasonableness of each actuarial assumption was considered independently based on
its own merits, its consistency with each other assumption, and the combined impact of all assumptions.
In accordance with Local 2008-15 issued by the New Jersey Department of Community Affairs, we used
demographic and health care assumptions consistent with the assumptions used by New Jersey Division
of Pensions and Benefits and the State Health Benefits Plan as reported in their July 1, 2006 Actuarial
Valuation to value the GASB obligations, except where it was appropriate to use different assumptions.

Two economic assumptions used in the valuation are the discount rate and the health care cost trend
rates. The economic assumptions are used to account for changes in the cost of benefits over time and to
discount future benefit payments for the time value of money.

The investment return assumption (discount rate) should be the estimated long-term investment yield on
the investments that are expected to be used to finance the payments of benefits. The investments
expected to be used to finance the payments of benefits would be plan assets for funded plans, assets of
the employer for pay-as-you-go plans, or a proportionate combination of the two for plans that are being
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Note 10. Retiree Health Benefit Coverage (continued):

partially funded. We assumed a discount rate of 5.0 percent for purposes of developing the liabilities and
Annual Required Contribution on the basis that the Plan would not be funded. The valuation projects the
cost to the Authority of providing medical benefits to employees who remain in the medical plan after
retirement (post-employment coverage). Mt. Holly MUA confributes a maximum amount towards the
health plan per employee per year based on the employee’s position. We elected to use for this valuation
the maximum contribution costs based on 100% of future retirees participating in the post-employment
benefit plan,

As per State requirements, the Authority will need to update their net Other Post-Employment Benefit
Obligation every three years. The amount as of $516,269.86 will be carried forward through December
31, 2013. For the year ending December 31, 2014, the Authority will need to have another actuarial
performed in order to update their net Other Post-Employment Benefit.

The Authority currently has one eligible retired employee receiving retirement benefits. The net Other
Post-Employment Benefit obligation to the Authority to provide benefits to the retirees for the year ended
December 31, 2011 was $516,269.86. The Authority has paid out $6,000 in 2011 for retiree health
benefits.

Note 11. Mount Holly Municipal Utilities Authority Plant Upgrade and Expansion Project

The Mount Holly Municipal Utilities Authority (MHMUA) owns and operates a 5.0 million gallon per
day (mgd) wastewater treatment facility. This facility is composed of three separate but integrated
treatment plants. Plant No. 1 constructed in 1950, and Plant No. 2 constructed in 1960, are secondary
treatment plants utilizing trickling filters and settling tanks to remove pollutanis from the wastewater.
The treated discharges from Plants No. 1 and 2 are then directed to Plant No. 3, which was constructed in
1980, in order to remove additional pollutants from these discharges. The resulting discharge from Plant
No. 3 is exceptional and consistently meets the facility’s New Jersey Pollutant Discharge Elimination
System (NJPDES) permit requirements.

Due to the age of the existing facility (especially Plants No. 1 and 2) and due to the corrosive nature of
wastewater and sludges, there exists significant structural rehabilitation needs. Additionally, much of the
existing equipment in all three plants has been found to be at or near the end of its useful life; thereby,
necessitating replacement.

Furthermore, it has been determined that the wastewater flows being treated by the existing facility were
nearing the facility’s design capacity of 5.0 mgd; therefore, the MHMUA engaged the services of the
Alaimo Group (Mount Holly, NJ), and Metcalf & Eddy (Now AECOM), (Philadelphia, PA), to provide
the engineering services necessary to provide for additional treatment capacity, and to rehabilitate the
existing facility. Through an evaluation performed by Metcalf & Eddy (Now AECOM), it was
determined that the most cost-effective method of providing additional treatment capacity was through
the construction of a new satellite treatment facility on property owned by the MHMUA in Lumberton
Township instead of expanding at the existing facility’s location.
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Note 11. Mount Holly Municipal Utilities Authority Plant Upgrade and Expansion Project
(continued):

Based upon the magnitude and complexity of the project, it was decided that the construction of a new
satellite treatment facility in Lumberton Township, and the upgrade and rehabilitation of the existing
facility should occur in four separate phases: Phases I, JA, I, and 1. Phases 1, TA and II represent the
expansion and upgrade of treatment facilities necessary to treat an average wastewater flow of 6.0 mgd
(which represents the total wastewater flow projection for 2025 based upon cutrent zoning
requirements); while Phase III represents an expansion to an average future flow capacity of 7.675 mgd
(which represents the capacity authorized by the MHMUA’s NJPDES permit), only if necessary. At this
time, the MHMUA is proceeding with Phases [ and IA (described more fully below). Once Phases I and
IA have been completed, the MHMUA intends fo proceed with Phase I (also described more fully
below). Upon the completion of Phase II, the MHMUA does not intend to proceed with Phase III.

The Phase I work includes: (1) Construction of a new 3.0 mgd treatment facility in Lumberton; (2)
Construction of force mains from the Madison Avenue Pump Station in Mount Holly and from
Hainesport Township to the new facility in Lumberton; (3} Upgrade and rehabilitation of the Madison
Avenue Pump Station in Mount Holly; and (4) Construction of effiuent and sludge force mains from the
new facility in Lumberton to the existing facility in Mount Holly.

The Phase IA work will be performed concurrently with the Phase T work and includes: (1) Replacement
of the existing tertiary Sand Filters with new tertiary Disk Filters; (2) Construction of new Cascade
Aeration Structures in the existing Filter Building; (3) Expansion of the existing Sodium Hypochlorite
disinfection process by converting an existing Post Aeration Tank into a Baffled Chlorine Contact Tank;
(4) Construction of a new Sludge Pumping Station; (5) Expansion of the Sludge Thickening process
through the addition of a new Rotary Drum Thickener; and {6) Providing Odor Control for the facility’s
Headworks, Rotary Drum Thickener, Gravity Thickener Tank, Sludge Blending and Storage Tank, and
Surge Tank No. 2.

In 2009, the MHMUA awarded contracts to Alan A. Myers, Inc., Worcester, PA {Contract No. 2006-1:
Base Contract Cost = $27,596,550.00), and to T&T Commonwealth Construction Company, Jackson, NJ
(Contract 2006-2: Base Contract Cost = $2,977,268.00) in order to complete Phases 1 and [A. The
contract with Allan A. Myers involved the construction of the satellite treatment facility on property
owned by the MHMUA in Lumberton Township (a portion of the Phase 1 work), as well as all of the
Phase 1A work. While the contract with T&T Commonwealth Construction Company involved the
upgrade and rehabilitation of the Madison Avenue Pump Station in Mount Holly, as well as the
construction of all of the forcemains to the new facility in Lumberton Township, and the construction of
all of the forcemains between the new facility and the existing facility in Mount Holly (the remainder of
the Phage 1 work).

As of December 31, 2011, the new treatment facility (Maple Avenue Water Pollution Control Facility)

was fully operational, and both contracts had been substantially completed, with only minor work items
and punch-list items remaining.
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Note 11. Mount Holly Municipal Utilities Authority Plant Upgrade and Expansion Project
{continued):

Following the completion of Phases 1 and 1A, the MHMUA intends to begin proceeding with Phase IT
which includes: (1) Rehabilitation of the concrete structures at the existing facility; (2) Conversion of the
existing PAC/AS system to a simplet/cheaper-to-operate conventional activated sludge system; and (3)
Replacement of key process mechanical equipment including: influent bar screens, grit chamber blowers,
main sewage pumps, recycle pumps, primary and intermediate clarifier sludge collectors and drives,
acration system blowers, and diffusers, etc. Once the scope of work for Phase I is more clearly defined,
the estimated cost and time for completion can be established.

The Upgrade and Expansion of the Edward Street Pump Station in Lumberton Township was originally
part of the MHMUA’s Plant Upgrade and Expansion Project (Phase I work). However, due to New
Jersey Department of Environmental Protection permitting issues related to this work and associated
New Jersey Environmental Infrastructure Trust deadline requirements, this work was removed from the
MHMUA’s Plant Upgrade and Expansion Project and was bid as a separate Project.

In 2011, the MHMUA awarded a contract to Quad Construction Company, Lumberton, NJ (Contract No.
2006-2A: Base Contract Cost = $933,800.00), in order to complete this work, This work includes: (1)
Replacing the existing pumps with larger capacity submersible pumps; (2) Replacing the existing wet
well with a larger diameter wet well; (3) Providing variable frequency drives for the new submersible
pumps; (4) Providing an in-line comminutor; and (5) Providing a valve vault, jib crane, and flow meter.

In 2011, the work associated with this project was completed at a cost of $1,221,147.

Note 12: Service Organization’s SAS 70 And 88 Requirement

The Authority utilizes New Jersey American Water Company to provide consumption data of the
Authority’s customers’ water usage. This data is used to bill the customers of the Authority, as sewer
charges for commercial customers are based on the amount of water consumed. Statement of Auditing
Standards (SAS) 70 and 88 requires the Authority to receive an internal control report from service
organizations providing such services mentioned above.

The Authority has requested an internal control report from New Jersey American Water Company but
they have not provided the Authority with the report.
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Revenues:
Meter Services
Connection Fees
Sludge & Septic Income
Interest Income
Unleaded Gas to Township
Other

Total Revenues

Operating Expenses:
Administrative:

Salaries
Professional Fees
Trustee Fees
Computer Expenses
Travel
Other Expenses

Total Administrative Expense

Office:
Salaries
Contracted Services
Payment In-Lieu of Taxes
Utility Expenses
Telephone Expenses
Repair and Maintenance
Supplies
Small Tools/Equipment
Postage

Total Office Expense

(General - Employee Benefits:
Employee Taxes
Pension
Insurance Expenses
Health Benefits

Total General-Employee Benefits

Plant:
Salaries
Professional Fees
Contracted Services
Utilities Expense
Telephone Expense
Repair & Maintenance
Supplies
Other Expenses
Travel
Small Tools/Equipment

MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF OPERATING REVENUES AND COST FUNDED BY
OPERATING REVENUES COMPARED TO BUDGET

FOR THE YEAR ENDED DECEMBER 31, 2011

SCHEDULE 1
{Page 1 of 2)

2011 BUDGET 2010 BUDGET
ORIGINAL AFTER ORIGINAL AFTER
BUDGET TRANSFERS ACTUAL BUDGET TRANSFERS ACTUAL

$10,763,500.00 10,763,500.00  9,726,566.12 10,728,500.00 10,728,500.00 9,900,217.29
450,000.00 450,000.00 697,163.34 500,000.00 500,000.00 354,792.68
1,542,898.00  1,542,898.00  1,443,463.84  1,545,000.00  1,545,000.00 1,548,408.12
08,000.00 98,000.00 104,233.71 115,300.00 115,300.00 57418.99
100,000.00 109,000.00 76,432.24 - 60,000.00 60,000.00 73,167.79
70,505.00 70,505.00 89,609,32 93,200.00 93,200.00 120,829.69
$13.024.903.00  13.024.803.00  12.137.468.57 13.042,000.00 13.042,600.00 12,054,834.56
$500,000.00 500,000.00 636,018.00 500,000.,00 500,000.00 506,465.72
62,000.00 62,000.00 80,841.24 58,000,00 58,000.00 37,588.70
10,600.00 10,000.00 2,250.00 10,000.00 10,000.00 [1,550.00
15,000.00 15,000.00 29,007.01 15,000.00 15,000.00 31,454.42
10,000.00 10,000.00 5,737.07 15,000.00 15,000.00 9,894.76
61,000.00 61,000.00 59,632.47 58,000.00 58,000.00 58,123.08
658,000.00 658,000.00 313,485.79 656,000.00 656,000.00 675,076.68
310,500.00 310,500.00 294,824.80 313,500.00 313,500.00 271,834.40
41,600.00 41,600.00 25,840.59 46,000.00 46,000.00 34,.306.06
240,150.00 240,150.00 240,156.00 240,150.00 240,150.00 240,150,00
20,750.00 20,750.00 17,494.18 25,500.00 25,500.00 14,942.56
12,150.00 12,150.00 10,413,006 15,000.00 15,000.00 10,698.49
5,000.00 5,000.00 2,104.87 12,500.00 12,500.00 1,829.18
20,000.00 20,000.00 11,752.36 15,000,00 15,000.00 15,245.62
500.00 500.00 200.47 2,000.00 2,000.00 304.17
30,000.00 30,000.00 26,814.46 28,000.00 23,000.00 32,070.44
680,650.00 680,650.00 629,594.79 697,650.00 697,650.00 621,330.92
331,600.00 331,600,00 306,680,59 327,000,060 327,000,00 304,625.69
361,657.00 361,657.00 361,657.00 300,000.00 300,000.00 283,122.00
234,500.00 234,500.00 214,687.04 230,000.00 230,000.00 198,702.60
1,034,400.00  1,034.400.00 898,883.34 986,306.00 986,306.00 925,167.98
1,962,157.00 1,962,157.00  1,781,907.97  1,843,306.00  1,843,306.00 1,711,618.27
1,975,000.00  1,975,000.00  2,045,458.97  2,100,000.00  2,100,000.00 2,026,838.68
40,600.00 40,600.00 38,408.33 40,000.60 40,000.00 32,016.06
50,000.00 50,000.00 89,509.88 60,000.00 60,000.00 55,759.10
896,000.00 896,000.00 667,658.02 646,201.00 646,201.00 662,656.43
18,000.00 18,000.00 20,095.29 21,500.00 21,500.00 17,000.22
£22,000.00 122,000.00 104,499.22 149,500.00 149,500.00 157,276.90
43,000.00 43,000.00 63,190.36 48,500.00 48,500.00 61,341.41
39,000.00 39,000.00 55,918.09 44,200.00 44,200.00 44,158.63
10,000.00 10,000.00 13,192.21 12,000.00 12,000.60 13,666.73
31,000.00 31,000.00 50,603.07 31,000.00 31,000.00 47,6608.40
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Operating Expenses (continued):
Plant (continued):
License Fees
Chemicals
Hauling Expense

Total Plant Expenses

Laboratory:
Salaries
Contracted Services
Repair & Maintenance
Supplies
Other Expenses
Travel
Small Tools/Equipment
License Fees

Total Laboratory Expenses

Sludge Hauling:
Hauling Expense

Total Sludge Hauling Expense

Industrial Pretreatment:
Salaries
Utilities Expense
Telephone Expense
Other Expenses
Travel :

Total Industrial Pretreatment
Expenses

Line Maintenance:
Salaries
Contracted Services
Utilities Expense
Telephone Expense
Repair & Maintenance
Supplies
Other Expenses
Travel
Small Tools/Equipment
License Fees
Chemicals

Total Line Maintenance
Expenses

Total Operating Expenses
Operating Income Before Other
Operating Expenses

SCHEDULE OF OPERATING REVENUES AND COST FUNDED BY (Page 2 of 2)
OPERATING REVENUES COMPARED TO BUDGET - BUDGETARY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2011
2011 BUDGET 2010 BUDGET
ORIGINAL AFTER ORIGINAL AFTER
BUDGET TRANSFERS ACTUAL BUDGET TRANSFERS ACTUAL
25,000.00 25,000.00 26,013.02 30,000.00 30,000.00 24,544.30
243,000.00 243,000.00 273,034.02 385,000.00 385,000.00 342,557.21
45,000.00 45,000.00 34,780.60 45,000.00 45,000.00 42,622.94
3,537,600.00  3,537,600.00 3.432361.08  3,612,901.00 3,612,901.00 3,528,107.01
275,000.00 275,000.00 270,536.27 275,000.00 275,000.00 236,772.13
35,000.00 35,000.00 22,869.10 25,000.00 25,000.00 22,782.47
4,000.00 4,600.00 1,292.90 2,000.00 2,000.00 6,095.12
28,500.00 28,500.00 34,314.61 25,100.00 25,100.00 32,251.43
31,750.00 31,750.00 1,051.92 6,500.00 6,500.00 2,123.73
750.00 750.00 525.00 1,500.00 1,500.00 445.00
1,250.00 1,250.00 2,034.91 4,000.00 4,000.00 42525
1,500.00 1,500.00 1,121.00 2,000.00 2,000.00 1,121.00
377,750.00 377,750.00 333,745.71 341,100.00 341,100.00 302,016.13
300,000.00 500,000.00 539,645.19 450,000.00 450,000.00 374,646.76
500,000.00 500,000.00 539,645.19 450,000.00 450,000.00 374,646.76
85,000.00 85,000.00 85,545.36 £5,000.00 85,000.00 80,423,77
4,500.00 4,500.00 3,000.00 3,000.00 8,054.51
500.00 500.00 421.10 1,000.00 1,000.00 366.94
500.00 500.00 27573 1,500.00 1,500.00 273.35
500.00 500.00 120.00 1,000.00 1,000.00 115.00
91,000.00 91,000,00 86,362,19 91,500.00 91,500,00 89,233.57
575,000.00 575,000.00 571,686.64 575,000.00 575,000.00 586,402.60
20,000.00 20,000.00 29,089.48 30,000.00 30,600.00 27,992 .80
227,500,00 227,500.00 288,957.27 170,000.00 170,000.00 220,049.32
16,500.00 16,500.00 15,316.51 15,000.00 15,000.00 17,381.57
78,000.00 78,000.00 82,128.21 90,627.00 90,627.00 87,142.40
500.00 500.00 112.50
7,500.00 7,500.00 17,793.44 8,500.00 8,500.00 7,551.09
2,500.00 2,500.00 2,639.00 3,000.00 3,000.00 2,569.21
1,000.00 1,000.00 10,608.19 10,600.00 10,600.00 10,088.32
2,500.00 2,500.00 1,972.00 25,000.00 25,000.00 1,170.00
45,000.00 45,000.00 23,565.91 115,000.00 115,000.00 105,603.62
$76,000.00 976,000.00  1,043,869.15  1,042,127.00  1,042,127.00 1,065,951.43
8,783,157.00  £,783,157.00 8710,971.87  8,734584.00  8,734,584.00 8,368,030.77
$4241,746.00 424174600 342649670 4307416.00  4307.416.00 3,686.803.79
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Certified PUEIiAccountants & Consultants

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

The Chairman and Members of the

Mount Holly Municipal Utilities Authority
County of Burlington

Mount Holly, New Jersey 08060

We have audited the financial statements of the Mount Holly Municipal Utilities Authority, a component
unit of the Township of Mount Holly, County of Burlington, State of New Jersey, as of and for the years
ended December 31, 2011 and 2010, and have issued our report thereon dafed March 23, 2012. We
condueted our andit in accordance with auditing standards generally accepted in the United States of
America; standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States; and audit requirements as prescribed by the Division of
Local Government Services, Department of Community Affairs, State of New Jersey.

- Internal Control Over Financial Reporting

In planning and performing our audit, we considered Mount Holly Municipal Utilities Authority’s
internal control over financial reporting as a basis for designing our auditing procedures for the purpose
of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Mount Holly Municipal Utilities Authority’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the Mount Holly Municipal
Utilities Authority’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct 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.

Qur consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We
considered the deficiency described in the accompanying General Comments Section as Finding No:
2011-01 to be a material weakness.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Mount Holly Municipal Utilities Authority’s

financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of Jaws, regulations, contracts, and grant agreements, noncompliance with which could have a
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618 Stokes Road « Medford, NJ 08055 10 Alien St., Suite 2B « Toms River, Nj 08753
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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 one instance of noncompliance or other
matters that are required to be reported under Government Auditing Standards and audit requirements as
prescribed by the Division of Local Government Services, Department of Community Affairs, State of
New Jersey, and which is described in the accompanying General Comments section as Finding No:
2011-01,

This report is intended solely for the information and use of the Mount Holly Municipal Utilities
Authority’s management and members, others within the entity, and the Division of Local Government
Services, state and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

Gﬁ/ﬂélwrm\’* 4&%54//@&-

HOLMAN & FRENIA, P. C.
Certified Public Accountants

Medford, New Jersey
March 23, 2012
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Cerlified P.di)liccountants & Consultants

REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE
A DIRECT AND MATERIAL EFFECT ON
EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133 AND NEW JERSEY OMB CIRCULAR 04-04

The Chairman and Members of the
Mount Holly Municipal Utilities Authority

Compliance

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

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations; New Jersey OMB’s Circular 04-04, Single Audit Policy
Jor Recipients of Federal Grants, State Granis, and State Aid; and auditing requirements as prescribed by
the Division of Local Government Services, Department of Community Affairs, State of New Jersey.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to above that
could have a direct and material effect on a major federal or state program occurred. An audit includes
examining, on a test basis, evidence about the Authority’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination on the
Authority’s compliance with those requirements.

In our opinion, the Authority complied, in all material respects, with the requirements referred to above that
are applicable to each of its major federal and state programs for the year ended December 31, 2011, The
results of our auditing procedures disclosed no instances of noncompliance with those requirements, which
are required to be reported in accordance with OMB Circular A-133, the State of New Jersey OMB Circular
04-04, and which are described in the accompanying schedule of findings and questioned costs as items.

Internal Control Over Compliance

The management of the Authority is responsible for establishing and maintaining effective internal control
over compliance with requirements of laws, regulations, contracts, and grants applicable to federal and state
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programs. In planning and performing our audit, we considered the Authority’s internal control over
compliance with requirements that could have a direct and material effect on a major federal or state
program in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on the internal control over compliance in accordance with OMB Circular
A-133 and New Jersey OMB Circular 04-04.

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

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

This report is intended solely for the information and use of the Authority’s management, audit committee,
Board of Commissioners, and federal and state awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

o W/@C

HOLMAN & FRENIA, P. C.
Certified Public Accountants

Medford, New Jersey |
March 23, 2012
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SCHEDULE A
MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
Schedule of Financial Assistance - Federal

For the vear ended December 31, 2011

Federal Grantor/ Federal Grant Period Cumulative
Pass-Through Grantor/ CFDA Award Cash Total
Program Title Number Amount Received  Expenditures Expenditures

Environmental Protection Agency
Passed Through - State Department of Environmental
Protection Division of Water Quality:
Environmental Infrastructure Trust 66.458 11/8/2007 Closed  $12,177,025 3,407,964 12,177,025
Environmental Infrastructure Trust 66.458 3/10/2010  Open 1,470,000 $1,470,000 1,070,637 1,070,637

$1,470,000 4,478,601 13,247,662
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MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY

Schedule of Financial Assistance - State
For the year ended December 31, 2011

SCHEDULE B

State Cumulative
Federal Grantor/Pass-Through Grantor/ GMIS Grant Period Award Cash Total

Program Title Number From To Amount Received  Expenditures Expenditures

State Department of Environmental Protection:

Division of Water Quality:

Environmental Infrastructure Trust $340817-03 11/8/2007 Closed $12,160,000 3,407,964 12,160,000
Environmental Infrastructure Trust 8340817-04 3/10/2010 Open 490,000 $490,000 356,879 356,879
$450,000 3,764,843 12,516,879




MOUNT HOLLY MUNICIPAL UTTLITIES AUTHORITY
Notes to the Schedules of Financial Assistance
For the Year Ended December 31, 2611

NOTE 1: GENERAL

The accompanying schedules of financial assistance present the activity of all Federal financial assistance
programs of the Mount Holly Municipal Utilities Authority (the “Authority”). The Authority is defined
in Note 1 of the general purpose financial statements. All federal financial assistance received directly

from Federal agencies, as well as Federal financial assistance passed through other governmental
agencies, is included on the Schedule of Financial Assistance — Federal.

NOTE 2: BASIS OF ACCOUNTING

The accompanying schedules of Financial Agsistance are presented using the accrual basis of accounting,
This basis of accounting is described in Note 1 of the basic financial statements.

NOTE 3: RELATIONSHIP TO THE BASIC FINANCIAL STATEMENTS

Amounts reported in the accompanying schedules agree with amounts reported in the Authority’s basic
financial statements.

NOTE 4: RELATIONSHIP TO THE FEDERAL AND STATE FINANCIAL REPORTS

Amounts reported in the accompanying schedules agree with amounts reported in the related Federal and
State financial reports.

NOTE 5: OTHER

Requirements to have a Federal Single Audit includes loan programs. Participation by the Authority in
the Environmental Infrastructure Trust Loan Program necessitates a Federal Single Audit.
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MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
SCHEDULE QF FINDINGS & QUESTIONED COSTS
For the Fiscal Year Ended December 31, 2011

Section I - Summary of Auditors' Resulis

Financial Statements

Type of auditors' report issued: Ungualified
Internal confrol over financial reporting:
1) Material weakness identified? Yes

2) Reportable condition identified that are
not considered to be material weaknesses? No

Noncompliance material to general purpose financial

statements noted? No
Federal Awards
Dollar threshold used to distinguish between type A and type B programs: $300.000
Auditee qualified as low-risk auditee? No
Type of auditors’ report issued on compliance for major programs: Ungualified

Internal contro! over major programs:
1) Material weakness identified? No

2) Reportable condition identified that are
not considered to be material weaknesses? No

Any audit findings disclosed that are required to be reported
in accordance with OMB Circular A-1337 No

Identification of major programs:

CFDA Number Name of Federal Program

06.458 NJ Environmental Infrastructure Trust- 2010
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MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF FINDINGS & QUESTIONED COSTS
For the Fiscal Year Ended December 31, 2011

Section I - Summary of Aunditors' Results (continaed)

State Awards

Dollar threshold used to distinguish between type A and type B programs: $.300.000
Auditee qualified as low-risk auditee? No
Type of auditors' report issued on compliance for major programs: Ungualified

Internal contrel over major programs:
1) Material weakness identified? No

2) Reportable condition identified that are
not considered to be material weaknesses? No

Any audit findings disclosed that are required to be reported
in accordance with NJ OMB Circular Letter 04-047 - No

Identification of major programs:

Grant Number Name of State Program
66.458 NJ Environmental Infrastructure Trust- 2010

Section II — Financial Statement Findings
This section identifies the significant deficiencies, material weaknesses, fraud, illegal acts, violations of

provisions of contracts and grant agreements and abuse related to the financial statements for which
Government Auditing Standards requires reporting in a Circular A-133 audit.

Finding 2011-01:

Criteria or Specific Requirement:

Statement of Auditing Standards (SAS) 70 and 88 require the anditor to review internal control reports of
service organizations performing significant tasks for the Authority.

Condition:

We have been unable to review any such reports for the New Jersey American Water Company,
as they have not made them available to us.
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MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF FINDINGS & QUESTIONED COSTS
For the Fiscal Year Ended December 31, 2011

Section I — Financial Statement Findings (continued):
Finding 2011-01 (continued):
Context:

Service organizations performing significant tasks for the Authority are required to provide a report on
internal control.

Effect:

Internal controls would not be able to be relied upon for outside seivice organizations.
Cause:

New Jersey American Water Company has not made imternal control reports available.
Recommendation:

That the Authority takes immediate steps to assure themselves of the strength of internal controls
within New Jersey American Water Company.

Views of Responsible Officials and Planned Corrective Action:

The Authority will continue to request such reports from New Jersey American Water Company.

Section TII -State Financial Assistance Finding & Questioned Costs

This section identifies the reportable conditions, material weaknesses and instances of noncompliance,
including questioned costs, related to the audit of major federal and state programs, as required by OMB
Circular A-133 (section .315 (a)(b)) and New Jersey OMB’s Circular Letter 04-04,

No Current Year Findings
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MOUNT HOLLY MUNICIPAL UTILITIES AUTHORITY
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
AND QUESTIONED COSTS AS PREPARED BY MANAGEMENT
For the Fiscal Year Ended June 30, 2011

This section identifies the status of prior-year findings related to the basic financial statements and federal
and state awards that are required to be reported in accordance with Chapter 6.12 of Government
Auditing Standards, OMB Circular A-133 (section .315 {a)(b)) and New Jersey OMB’s Circular 04-04.
Finding 2016-01:

Condition:

We have been unable to review any such reports for the New Jersey American Water Company,
as they have not made them available to us.

Current Status:

This condition has not been corrected.
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GENERAL COMMENTS AND RECOMMENDATIONS







Certified PdélAccouniants & Consultants

REPORT OF INDEPENDENT AUDITORS
AUDITOR'S MANAGEMENT REPORT ON ADMINISTRATIVE
FINDINGS, FINANCIAL COMPLIANCE AND PERFORMANCE

Honorable Chairman and Commissioners of the
Mount Holly Municipal Utilities Authority
Mount Holly, New Jersey 08057

We have audited, in accordance with generally accepted audit standards and Government Auditing
Standards issued by the Comptroller General of the United States, the basic financial statements of the
Mount Holly Municipal Utilities Authority in the County of Burlington as of and for the year ended
December 31, 2011, and have issued our report thereon dated March 23, 2012,

As part of our andit, we performed procedures required by the New Jersey Department of Community
Affairs, and the findings and results thereof are disclosed on the following pages, as listed in the
accompanying table of contents. '

This report is intended for the information of the Mount Holly Municipal Utilities Authority's

management and the New Jersey Department of Community Affairs. However, this report is a matter of
public record and its distribution is not limited.

&Wv :‘/"W/ G

HOLMAN & FRENIA, P. C.
Certified Public Accountants

Medford, New Jersey

March 23, 2012
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Certified PﬁBIic ccoun_tants & Consulianis

To the Chairman and Commissioners
of the Mount Holly Municipal Utilities Authority
Mount Holly, New Jersey 08060

We have audited the financial accounts and transactions of the Mount Holly Municipal Utilities
Authority in the County of Burlington for the year ended December 31, 2011. 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

Contracis and Agreements Required to be advertised by (N.J5.4.404:11-4)

N.JS.A404:11-4 - Bvery 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 thig 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 $21,000 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 statute, the solicitor's
opinion should be sought before a commitment is made,

The minutes indicate that bids were requested by public advertising for the following items:
Lawn Care of Pump Stations, Emergency Generators and Solar Power.

The minutes indicate that resolutions were adopted authorizing the awarding of contracts or agreements
for "Professional Services," per N.J.S.4.404:11-5.

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 results of such an
accumulation could not reasonably be ascertained. Disbursements were reviewed, however, to determine
whether any clear-cut violations existed. The results or our examination did not disclose any

discrepancies.
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Contracts and Agreements Requiring Solicitation of Quotations
The examination of expenditures did not reveal any individual payments, coniracts 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.J.5.4.404:11-6.1).

Collection of Interest on Delinguent Service Fees

Sewer usage is billed in four cycles on a quarterly basis, with one cycle billed monthly. Bills not paid
within four weeks of the billing date are considered delinquent. Delinquent accounts are charged interest
of eighteen percent (18%) per annum on the total amount due.

It appears from an examination of the billing records that interest was collected in accordance with the
Authority’s policy.

Examination of Bills

A test check of paid bills was made and each bill, upon proper approval, was considered as a separate and
individual contract 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 ascertained that the accumulated withholdings
were disbursed to the proper agencies.

Property, Plant & Equipment

The property, plant and equipment subsidiary ledger was maintained properly and a reconciliation
between the physical and perpetual inventory records was performed at year-end.

General Ledger

The general ledger was complete with the required journal entries.

Results of Verification Notices

Confirmed
Confirmed By By Other
Type Mailed Response Procedures
Sewer Delinquent Balances 3 5
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Service Organization
*Finding 2011-01:
Statement of Auditing Standards (SAS) 70 and 88 require the auditor to review internal control reports of

seivice organizations performing significant tasks for the Authority. We have been unable to review any
such reports for the New Jersey American Water Company, as they have not made them available to us.

Recommendation:

That the Authority takes immediate steps to assure themselves of the strength of internal controls within
New Jersey American Water Company.

* Prior Year Finding

Follow-Up of Prior Years’ Findings

In accordance with government auditing standards we have included a review of the prior year finding.
Corrective action has not been taken on Finding #2011-01 noted above with an *.

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.

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

Should you bave any questions concemning our comments or recommendations, or should you desire any
assistance in implementing our recommendations, please call me.

%//W MW/ ﬂ(

HOLMAN & FRENIA, P. C.
Certified Public Accountants

Medford Office
March 23, 2012
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