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INDEPENDENT AUDITORS' REPORT 

Board of Commissioners of 
Lacey Municipal Utilities Authority 

Report on the Financial Statements 

We have audited the accompanying financial statements of business-type activities of the Lacey 
Municipal Utilities Authority, a component unit of the Township of Lacey, County of Ocean, State of New 
Jersey, as of and for the years ended December 31, 2012 and 2011, and the related notes to the financial 
statements, which collectively comprise the Authority' s basic financial statements. 

Management's Responsibility for the Financial Statements 

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

Auditor's Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America; the 
standards applicable to financial audits contained in Government 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 Government Services, Depm1ment of Community Affairs, 
State of New Jersey. Those standards require that we plan and perfonn the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement. 

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

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the business-type activities ofthe Lacey Municipal Utilities Authority as of 
December 31, 2012 and 2011, 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 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis and budgetary comparison information on pages 5-7 and 27-30 be presented to 
supplement the basic financial statements. Such infonnation, although not a part of the basic financial 
statements, is required by the Govelnmental Accounting Standards Board who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the infonnation 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 infonnation because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated March 22,2013 
on our consideration of the Lacey Municipal Utilities Authority'S internal control over financial reporting 
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal 
control over financial reporting and compliance and the results of that testing, and not to provide an 
opinion on internal control over financial reporting or on compliance. That report is an integral part of an 
audit performed in accordance with Government Auditing Standards in considering the Lacey Municipal 
Utilities Authority'S internal control over financial reporting and compliance. 

H OVWlt-N 
HOLMAN FRENIA ALLISON, P.C. 

Certified Public Accountants 

March 22, 2013 
Toms River, New Jersey 
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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 
Lacey 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 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, the 
financial statements of the business-type activities of the Lacey Municipal Utilities Authority as of and 
for the year ended December 31 , 2012, and the related notes to the financial statements, which 
collectively comprise the Lacey Municipal Utilities Authority's basic financial statements and have issued 
our report thereon dated March 22, 2013. 

Intel11al Control Over Financial Reporting 

In plamling and performing our audit of the financial statements, we considered Lacey Municipal Utilities 
Authority' s intel11al control over fmancial 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 effectiveness of Lacey Municipal 
Utilities Authority'S internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination 
of deficiencies, in intel11al control, such that there is a reasonable possibility that a material misstatement 
of the Authority'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 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 intel11al control over 
financial reporting that might be material weaknesses or significant deficiencies. Given these limitations, 
during our audit we did not identify any deficiencies in intel11al control that we consider to be material 
weaknesses. However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 

As pa11 of obtaining reasonable assurance about whether Lacey Municipal Utilities Authority's financial 
statements are free of material misstatement, we performed tests of its compliance with certain provisions 
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of fmancial statement amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and accordingly, we do not express 
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be rep0l1ed under Government Auditing Standards or audit requirements as prescribed by the 
Division of Local Govermnent Services, Department of Community Affairs, State of New Jersey. 

Purpose of this Report 

The purpose of this rep0l1 is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the 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 control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

H o "vt1lrW ) Fvt<1.ltf} I'lLt5JtUft , 
HOLMAN FRENIA ALLISON, P.e. 

Certified Public Accountants 

March 22, 2013 
Toms River, New Jersey 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
124 South Main Street· P.O. Box 205 • Forked River, NJ 08731 • Phone (609) 693-8188 

March 22, 2013 

The Management's Discussion and Analysis (MD&A) provides an overview and analysis of the 
Lacey Municipal Utilities Authority's (the Authority) financial activities for the fiscal year ended 
December 31, 2012 as compared to the prior year. It should be read in conjunction with the 
accompanying financial statements. 

Financial Statements 

The financial statements included on 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, 2012 and 2011. 

The Statements of Net Position shows the financial position of the Authority at December 31 s l of 
each year. Assets 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 assets ofthe Authority. 

Finally, the Statements of Cash Flows demonstrates why cash balances increased or decreased 
during the two years shown on this report. 

Financial Analysis 

The Authority at December 31 , 2012, has total assets of $62,777 ,347 compared to $60,631 ,883 at 
December 31, 2011. The increase can be primarily attributed to the increase in cash and 
investments from the sale of the antenna lease and not paying all the billed OCUA invoices. 

The Authority at December 31, 2012 has total liabilities of $37,427,521 compared to $37,148,250 
at December 31 , 2011. This increase can be primarily attributed to the accrual of treatment fees in 
the current year. 

The Authority at December 31, 2012 has total net position of $25,349,826 compared to 
$23,483,633 at December 31 , 2011. The increase is accounted for primarily from the sale of the 
antenna lease and the decrease in treatment fees. 

The Authority has net earnings of $1 ,828,012 for the year ended December 31 , 2012. This 
increase resulted primarily from the sale of the antenna lease in the amount of $1,238,155. In 
addition, the Authority increase usage fee rate in 2012 which resulted in more user fees in 2012 
compared to 2011. 
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Condensed Financial Information 

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

Financial Position: 

Current unrestricted assets 
Current restricted assets 
Property, plant and equipment, net 
Other assets 

Total assets 

Current unrestricted liabilities 
Current restricted liabilities 
Long-term liabilities 

Total liabilities 

Net assets invested in capital, net 
Restricted net position 
Unrestricted net position 

Total net position 

Other Financial Information 

Total revenues 
Total expenses 

Net income 

User charges 

Bond principal paid 

Bonds payable 

ASSETS 

$ 10,077,920 
6,253 ,606 

43 ,785,627 
2,660,194 

62,777,347 

LIABILITIES 

1,420,842 
3,535,482 

32,471,197 

37,427,521 

NET POSITION 

9,445,627 
8,433,000 
7,471,199 

$ 25,349,826 

2012 

$ 12,304,838 
10,476,826 

$ 1.828,012 

$ 10,269,606 

1,873 ,423 

34,340,000 

6 

$ 8,500,625 
3,021 ,592 

46,197,727 
2,911,939 

60,63\ ,883 

196,445 
2,536,333 

34,415,472 

37,148,250 

. 11,684,411 
10,476,217 
1,323,005 

$ 23.483,633 

2011 

$ 10,539,591 
10,690,202 

$ (150,6112 

$ 9,745,599 

1,846,910 

34,213 ,423 



Authority operating revenues had a favorable variance of $1,171,628 when compared to the 
budget for 2012 due primarily to the sale of the antenna lease. . 

Authority operating expenses had a favorable variance of $1,480,482 when compared to the 
budget for 2012 due to expenses being under budget. 

The Authority's fmancial report is designed to provide users of the fmancial statements with a 
general overview of the Authority'S finances and to show the Authority'S accountability for the 
money it receives. The fmancial statements of the Authority are a matter of public record and 
may be examined at 124 South Main Street, Forked River, New Jersey during the Authority'S 
business hours. 

Respectfully submitted, 

Edward Woolf 
Executive Director 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
Statements of Net Position 

December 31,2012 and 2011 

ASSETS 

Current unrestricted assets: 
Cash 
Investments 
Accounts receivable - billed 
Accounts receivable - unbilled 
Inventory 
Treatment fee receivable (See Note 12) 

Total cunent unrestricted assets 

Current restricted assets: 
Cash 
Investments 

Total current restricted assets 

Property, plant and equipment 
Less: accumulated depreciation 

Property, plant and equipment, net 

Other assets: 
Defened issuance costs, net of accumulated 

amortization 
Bond discount, net of accumulated amOliization 
Loss on early extinguishment of debt, net of 

accumulated amortization 

Total other assets 

Total assets 

$ 

The accompanying notes are an integral part of these financial statements. 
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2012 

3,506,410 
2,635,117 
1,596,003 
1,779,707 

251,804 
308,879 

10,077,920 

2,803,701 
3,449,905 

6,253,606 

98,792,161 
(55,006,534) 

43,785,627 

514,590 
100,115 

2,045,489 

2,660,194 

62,777,347 

2011 

$ 1,852,696 
2,815,063 
1,543,783 
1,699,465 

280,739 
308,879 

8,500,625 

1,668,215 
1,353,377 

3,021,592 

98,417,211 
(52,219,484) 

46,197,727 

572,099 
117,637 

2,222,203 

2,911 ,939 

60,631,883 



LACEY MUNICIPAL UTILITIES AUTHORITY 
Statements of Net Position (continued) 

December 31,2012 and 2011 

LIABILITIES 

Current unrestricted liabilities: 
Accounts payable 
Accrued treatment fees (See Note 12) 
Accrued expenses 

Total current unrestricted liabilities 

Current restricted liabilities: 
Bonds payable - current 
Accrued interest 
Developer deposits 

Total current restricted liabilities 

Long-tellll liabilities: 
Bonds payable - long-term 
Long-term accrued interest 
Bond premium, net of accumulated amortization 

Total long-term liabilities 

Total liabilities 

NET POSITION 

Investments in capital assets, net of related debt 

Restricted and unrestricted net position: 
Reserved for debt service 
Reserved for capital 
Reserved for rate stabilization 
Unreserved 

Total restricted and unrestricted net position 

Total net position $ 

The accompanying notes are an integral part of these financial statements. 
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2012 

427,736 
892,957 
100,149 

1,420,842 

2,915,000 
145,401 
475,081 

3,535,482 

31,425,000 

1,046,197 

32,471,197 

37,427,521 

9,445,627 

4,813,422 
369,000 

3,250,578 
7,471,199 

15,904,199 

25,349,826 $ 

2011 

108,679 

87,766 

196,445 

1,873,423 
148,195 
514,715 

2,536,333 

32,340,000 
900,333 

1,175,139 

34,415,472 

37,148,250 

11,984,304 

4,691,910 
3,772,700 
2,011,607 
1,023,112 

11,499,329 

23,483,633 



LACEY MUNICIPAL UTILITIES AUTHORITY 
Statements of Revenue, Expenses and Changes in Net Position 

For the years ended December 31, 2012 and 2011 

Operating revenues: 
User charges 
Connection fees 
Delinquency charges 
Application fees and permits 
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): 
Interest income 
Unrealized loss on investments 
Sale of antenna lease 
Interest expense 
AmOltization 

Total non-operating revenue/( expenses) 

Change in net position 

Restricted and unrestricted net position, January 1 
Contributed capital assets 
Net change in investments in capital assets, net related of debt 

Restricted and unrestricted net position, December 31 

Investments in capital assets, net ofrelated debt, January 1 
Net change in capital assets 
Net change in related debt 

Investments in capital assets, net of related debt, December 31 

Net position, December 31 

The accompanying notes are an integral part of these financial statements. 
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2012 

$ 10,269,606 
275,321 
247,583 

5,280 
231,370 

11,029,160 

4,644,111 
1,183,261 
2,787,050 

8,614,422 

2,414,738 

67,209 
(29,686) 

1,238,155 
(1,701,281) 

(161,123) 
(586,726) 

1,828,012 

11,499,329 
38,181 

2,538,677 

15,904,199 

11,984,304 
(2,412,100) 

(126,577) 

9,445,627 

$ 25,349,826 

2011 

$ 9,745,599 
354,725 
221,479 

7,430 
144,373 

10,473,606 

4,827,816 
1,154,685 
2,751,744 

8,734,245 

1,739,361 

126,702 
(60,717) 

(1,791,165) 
(164,792) 

(1,889,972) 

(150,611) 

11,258,587 
336,256 

55,097 

11,499,329 

12,039,401 
(1,902,007) 
1,846,910 

11,984,304 

$ 23,483,633 



LACEY MUNICIPAL UTILITIES AUTHORITY 
Statements of Cash Flows 

For the years ended December 31,2012 and 2011 

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

Cash flows from operating activities 

Cash flows from investing activities: 
Acquisition and construction of property, 

plant and equipment 
Interest earned on investments 
Sale of antenna lease 
Maturity of investments 

Cash flows from investing activities 

Cash flows from financing activities: 
Principal paid on bonds 
Cash received from issuance of bonds payable 
Bond costs paid 
Interest paid 

Cash flows from fmancing activities 

Net change in cash 

Unrestricted and restricted cash, January 1 

Umestricted and restricted cash, December 31 

Reconcilation to Statements of Net Position: 
Current umestricted assets: 

Cash 
Current restricted asstes: 

Cash 

Unrestricted and restricted cash, December 31 

The accompanying notes are an integral part of these fmancial statements. 
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2012 

$ 10,857,064 
(4,574,040) 

6,283,024 

(336,769) 
37,523 

1,238,155 
(1,916,582) 

(977,673) 

(1,873,423) 
2,000,000 

(38,320) 
(2,604,408) 

(2,516,151) 

2,789,200 

3,520,911 

$ 6,310,111 

$ 3,506,410 

2,803,701 

$ 6,310,111 

2011 

$ 10,716,886 
(6,159,109) 

4,557,777 

(513,481) 
65,985 

325,199 

(122,297) 

(1,846,910) 

65,518 
(2,592,132) 

(4,373,524) 

61,956 

3,458,955 

$ 3,520,911 

$ 1,852,696 

1,668,215 

$ 3,520,911 



LACEY MUNICIPAL UTILITIES AUTHORITY 
Statements of Cash Flows (continued) 

For the years ended December 31, 2012 and 2011 

Reconcilation of operating revenue over 
expenses to cash flows from operating activities: 

Operating revenues over expenses 

Items which did not use cash: 
Depreciation 

Working capital changes which 
(used) provided cash: 

Accounts receivable 
Inventory 
Accounts payable 
Accrued treatment fees 
Accrued expenses 
Deferred revenue 
Developer deposits 

Cash flows from operating activities 

The accompanying notes are an integral part of these financial statements. 
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2012 

$ 2,414,738 

2,787,050 

(132,462) 
28,935 

319,057 
892,957 

12,383 

(39,634) 

$ 6,283,024 

2011 

$ 1,739,361 

2,751 ,744 

137,364 
130,558 

(304,515) 

1,076 
(3,727) 

105,916 

$ 4,557,777 



LACEY MUNICIPAL UTILITIES AUTHORITY 
Notes to Financial Statements 

For the years ended December 31, 2012 and 2011 

NOTE 1: ORGANIZATION 

Lacey Municipal Utilities Authority is a public politic and corporate body organized and existing under 
the Municipal and County Utilities Authority law constituting Chapter 183 of the Pamphlet Laws of 
1957 of the State of New Jersey, approved August 22, 1957, and was created by viliue of an ordinance 
of the Township of Lacey, in the County of Ocean, State of New Jersey, entitled: "An Ordinance of the 
Township of Lacey, in the County of Ocean and State of New Jersey Creating the Lacey Municipal 
Utilities Authority" , adopted by its goveming body on July 2, 1971. 

As a public body, under existing statute, the Authority is exempt from both Federal and State taxes. 

The purposes for which the Authority was created include the acquisition and/or construction of plants 
and distribution systems to provide an adequate supply of water and the acquisition and/or construction 
of sewer facilities incident to the disposition and treatment of sewerage for the relief of waters from 
pollution. 

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. Basis of Presentation 

The financial statements of the Authority have been prepared on the accrual basis and in accordance 
with generally accepted accounting principles applicable to enterprise funds of state and local 
govemments. 

B. Inventory 

Inventory consists principally of meters, pipes and appurtenances for water and sewer systems and 
meters and is stated at the lower of average cost or market. 

C. Property, Plant and Equipment 

Costs of the water and sewer systems incuned to date consist of facilities constructed or acquired, 
cost of acquisition of land, easements and rights-of-way, costs incidental to such construction or 
acquisitions, including engineering and inspection fees, costs of equipment, administrative and legal 
expenses, facilities contributed to the Authority by subdividers, the excess of value over cost of 
acquired facilities as detennined by the Authority'S consulting engineer, and interest on bonds 
incurred during the period of construction (less income earned on unexpended construction funds). 

Depreciation is calculated utilizing the straight-line method for financial reporting purposes. 
Depreciation is provided over the following estimated useful lives: 

Water production and distribution system 
Sewer collection system 
Furniture and fixtures 
Machinery and equipment 
Building 
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40 years 
40 years 
3-7 years 
3-7 years 
40 years 



LACEY MUNICIPAL UTILITIES AUTHORITY 
Notes to Financial Statements (continued) 

For the years ended December 31, 2012 and 2011 

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

D. Statement of Cash Flows 

For the purpose of the statement of cash flows, the Authority considers investments with maturities 
of three months or less to be cash equivalents. 

E. Investment Securities 

State laws authorize the Authority to invest in obligations of the U.S. Treasury and other instruments 
allowed under N .J.S. 40A: 5-14. Cash and investments include bank balances and investments that, at 
the balance sheet date, were entirely insured. Investments are shown at cost or amortized cost plus 
accrued interest shown under a separate caption. 

F. Use of Estimates 

The process of preparing financial statements in conformity with generally accepted 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 ofthe financial statements. Accordingly, upon settlement, actual results may differ. 

G. Subsequent Events 

Lacey Municipal Utilities Authority has evaluated subsequent events occurring after the Statement of 
Net Position date through March 22, 2013, which is the date the fll1ancial statements were available to 
be issued. 

NOTE 3: SIGNIFICANT BOND RESOLUTION AND LEGAL REQUIREMENTS 

In accordance with the Authority's Bond Resolutions, the Authority has established the following cash and 
investment accounts for the deposit, in priority of order listed, of all revenue received by the Authority 
from operations or other sources. Cash and investment accounts on the balance sheets have been classified 
accordingly. 

Unrestricted: 
Revenue 

Amount - All gross revenues derived from operations and ownership ofthe system. 

Use - Authorized operating expenses and transfers to the various accounts described below. 

General Fund 

Amount - Any excess over expenditures in the revenue funds or accounts shall be transfened to the general 
fund each month if all required deposits and trustee expenses have been duly executed. 

Use - Amounts on deposit in the general fund shall be applied by the Authority to any lawful purpose of the 
Authority related to the sewer or water system. 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
Notes to Financial Statements (continued) 

For the years ended December 31, 2012 and 2011 

NOTE 3: SIGNIFICANT BOND RESOLUTION AND LEGAL REQUIREMENTS (continued) 

Restricted: 

Debt Service 

Amount - An amount needed to pay any unpaid interest then due on outstanding bonds, plus an amount that 
will equal the interest, if any, to become due on outstanding bonds on the next respective succeeding 
payment dates for each series plus the principal amount of any outstanding bonds then matured, plus the 
principal amount of outstanding bonds, if any, maturing at or before the next respective succeeding 
payment dates. 

Use - Payment of principal and interest on bonds. 

Reserve Fund 

Amount - To the extent, if any, needed to increase the amount in the debt service reserve fund so that it 
equals the debt service bond reserve requirement, which is defined as an amount equal to the maximum 
annwil debt service for each series of bonds then outstanding. 

Use - Payment of principal and interest on bonds. 

Sinking Fund 

Amount - The aggregate amount of all installments payable on the next sinking fund installment payment 
date. 

Use - Payment of principal and interest on bonds at maturity. 

Construction Fund 

Amount - The amounts required to be paid by the provisions of the resolution or any supplemental 
resolution. 

Use - Amounts in the construction fund shall be applied to pay certain costs of acquisition and construction 
of each project. 

Spillfund Construction 

Amount - The amounts received as part of the spillfund grant settlement. 

Use - Amounts designated by the Local Finance Board to be used to pay costs of acquisition and 
construction of projects. 

NOTE 4: 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 , 2012 and 2011, and reported at fair value are shown on 
the following page. 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
Notes to Financial Statements (continued) 

For the years ended December 31, 2012 and 2011 

NOTE 4: CASH AND CASH EQUIVALENTS (continued) 

Deposits: 
Demand deposits $ 6,310,111 

Total deposits $ 6.310.111 

Reconciliation to Statements of Net Position: 
Current unrestricted assets: 

Cash $ 3,506,410 
Current restricted assets: 

Cash 2,803,701 

Total $ 6.310.111 

Custodial Credit Risk 

2011 

$ 3,520,911 

$ 3.520.911 

$ 1,852,696 

1,668,215 

$ 3.520.911 

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 , 
2012 and 2011, the Authority 'S bank balances of$6,184,387 and $3,437,588, respectively, were insured 
or collateralized as follows : 

Insured 
Collaterized in the Authority'S name 

Under GUDPA (See Note 6) 

Total 

NOTE 5: INVESTMENTS 

A. Custodial Credit Risk 

2012 2011 
$ 500,000 $ 500,000 

5,684,387 2,937,588 

$ 6.184.387 $ 3.437.588 

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. 

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 maturities as a 
means of managing its exposure to fair value losses arising from increasing interest rates. 
Maturities of investments held at December 31 , 2012 and 2011 , are provided in the schedule on the 
following page. 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
Notes to Financial Statements (continued) 

For the years ended December 31, 2012 and 2011 

NOTE 5: INVESTMENTS (continued) 

C. Investment Credit Risk 

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

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

Government money market mutual 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 Government investment pools; 

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

Agreements for the repurchase of fully collateralized securities. 

As of December 31 , 2012 and 2011, the Authority had the following investments and maturities: 

Investment 

Treasury bonds 
Money market funds 

Total investments 

Maturity 

Various 
Various 

N/A 
N/A 

Reconciliation to Statements of Net Position: 
Current umestricted assets: 

Investments 
Current restricted assets: 

Investments 

Total 
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$ 2,544,799 
3,540,223 

$ 6.085,022 

$ 2,635,117 

3.449,905 

$ 6.085.022 

2011 

$ 1,249,064 
2,919,376 

$ 4.168.440 

$ 2,815,063 

1,353,377 

$ 4,168.440 



LACEY MUNICIPAL UTILITIES AUTHORITY 
Notes to Financial Statements (continued) 

For the years ended December 31, 2012 and 2011 

NOTE 5: INVESTMENTS (continued) 

D. Fair Value of Investments 

Investments are shown at fair value on the balance sheet with accrued interest shown under a 
separate caption. Investments are summarized as follows at December 31, 2012: 

Cost Market 

Collateralized U.S. Treasury obligations $ 6,085,022 "'-.$ _---"6=, 0"'-'95=,~15'_"1 

Total fair value of investments $ 6,085,022 ~$ =~6~,0"",,95=:±,~15~1 

NOTE 6: GOVERNMENTAL UNIT DEPOSIT PROTECTION ACT (GUDPA) 

The Authority had deposited cash in 2012 and 2011 with an approved public fund depository qualified 
under the provisions of the Govermnental Unit Deposit Protection Act. In addition to savings and checking 
accounts, the Board invests monies in certificates of deposits. 

The Governmental Unit Deposit Protection Act P.L. 1970, Chapter 236 was passed to afford protection 
against bankruptcy or default by a depository. C.17:9-42 provides that no governmental unit shall deposit 
funds in a public depository unless such funds are secured in accordance with this act. C.17 :9-42 provides 
that every public depository having public funds on deposit shall, as security for such deposits, maintain 
eligible collateral having a market value at least equal to either (1) 5% of the average daily balance of 
collected public funds on deposit during the six month period ending on the next preceding valuation date 
(June 30 or December 31) or (2) at the election of the depository, at least equal to 5% of the average 
balance of collected public funds on deposit on the first, eighth, fifteenth, and twenty-second days of each 
month in the six 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 the FDIC 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 unites) which, in aggregate, exceed 75% of the capital 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 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 govermnental unit. Within 10 days after 
receipt of this certification, each unit shall fumish to the Commissioner verified statements of its public 
deposits. The Commissioner shall ascertain the amount derived or to be derived from the liquidation of the 
collateral maintained by the defaulting depository and shall distribute such proceeds pro rata among the 
govermnental units to satis:fy the net deposit liabilities to such units. 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
Notes to Financial Statements (continued) 

For the years ended December 31, 2012 and 2011 

NOTE 6: GOVERNMENTAL UNIT DEPOSIT PROTECTION ACT (GUDPA) (continued) 

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

All public depositories are required to fumish infomlation and reports dealing with public funds on deposit 
every six months (June 30 and December 31) with the Commissioner of Banking. Any public depository 
which refuses or neglects to give any such information so requested may be excluded from the right to 
receive public funds for deposit until such time as the COlmnissioner 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 fonns approving the bank as a municipal depository. The 
municipality should request copies of these approval forms semiannually to assure that all depositories are 
complying with requirements. 

NOTE 7: DEFERRED ISSUANCE COSTS 

Deferred issuance costs incurred with the issuance of Revenue Bonds are being amortized over the life of 
the respective issue based on the straight-line method. Accumulated amortization for the years ended 
December 31 , 2012 and 2011 was $1,264,264 and $1,168,434 respectively. 

NOTE 8: PROPERTY, PLANT AND EQUIPMENT, NET 

Property, plant and equipment at December 31 st consisted of the following: 

2012 2011 

Land $ 1,534,660 $ 1,534,660 
Improvements other than building 90,900,201 90,856,336 
Machinery and equipment 5,052,712 4,944,940 
Furniture and fixtures 121,661 121,661 
Building 771 ,821 771 ,821 
Construction in progress 411,106 187,793 

Property, plant and equipment, gross 98,792,161 98,417,211 
Less: accumulated depreciation (55,006,534) (52,219,484) 

Property, plant and equipment, net $ 43,785,627 $ 46,127,727 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
Notes to Financial Statements (continued) 

For the years ended December 31, 2012 and 2011 

NOTE9: BONDS PAYABLE 

Bonds payable at December 31,2012 and 2011 consist of the following: 

Series 2002 Bonds (sewer project) interest 
rates of2.10% to 5.50%, maturity dates serially 
beginning November 1,2002 and ending November 
1, 2020. Interest payment dates are May 1 and 
November 1. Bonds dated on or before November 
1, 2013 are not callable, others are at any 
time prior to maturity. 

Series 1993A (water project) interest rates 
2.75% to 5.75% consisting of capital 
appreciation bonds maturing on December 1 
of the years 2008 through 2012, inclusive. 
Interest payment dates are June 1 and December 1. 
The capital appreciation bonds are not callable. 

Series 2003A (water project) interest rates 
3.00% to 5.25%, maturity dates serially 
beginning December 1, 2005 and ending 
December 1, 2033. Interest payment dates 
are June 1 and December 1. Bonds dated on 
or before December 1, 2014 are not callable; 
others are subject to redemption prior to 
their stated maturity date, at the option of 
the Authority, on or after December 1, 2013. 

Series 2003B (water project) interest rates 
3.00% to 5.00%, maturity dates serially 
beginning December 1, 2005 and ending 
December 1, 2019. Interest payment dates 
are June 1 and December 1. Bonds dated on 
or before December 1, 2014 are not callable; 
others are subject to redemption prior to 
their stated maturity date, at the option of 
the Authority, on or after December 1, 2013. 

Series 2007 (water project) interest rates 
4.00% to 5.00%, maturity dates serially 
beginning December 1, 2008 and ending 
December 1, 2024. Interest payment dates 
are June 1 and December 1. Bonds dated on 
or before December 1, 2018 are not callable; 
others are subject to redemption prior to 
their stated maturity date, at the option of 
the Authority, on or after December 1, 2017. 
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$ 3,270,000 

2,935,000 

11,680,000 

14,455,000 

$ 3,590,000 

488,423 

3,030,000 

11,680,000 

15,425,000 



LACEY MUNICIPAL UTILITIES AUTHORITY 
Notes to Financial Statements (continued) 

For the years ended December 31,2012 and 2011 

NOTE 9: BONDS PAYABLE (continued) 

Series 2012 (water project) interest rates 
of 4.25%, maturity dates serially 
beginning December 1, 2012 and ending 
December 1, 2031. Interest payment dates 
are June 1 and December 1. 

Total 

Less: current portion 

Bonds payable -long-term 

2,000,000 

34,340,000 

(2,915,000) 

$ 31.425.000 

34,213,423 

(1,873,423) 

$ 32.340.000 

Revenues and certain funds as set forth in the Bond Resolution are pledged to secure the principal or 
redemption price and interest on the outstanding bonds. 

Revenue bonds outstanding as of December 31,2012 are shown as followed. 

Principal Interest Total 

2013 $ 2,915 ,000 $ 1,609,079 $ 4,524,079 
2014 3,100,000 1,474,429 4,574,429 
2015 3,230,000 1,330,941 4,560,941 
2016 3,375,000 1,180,511 4,555,511 
2017 3,545,000 1,023,181 4,568,181 
2018-2022 13,030,000 2,680,700 15,710,700 
2023-2027 3,555,000 641,225 4,196,225 
2028-2032 1,500,000 203,150 1,703,150 
2033 90,000 3,825 93,825 

Total $ 34,340,000 $ 10,147,041 $ 44,487,041 

Sewer and Water Revenue Bonds are subject to mandatory retirement prior to maturity on November 1 and 
December 1, respectively, of the following years from sinking fund installments that are required to be 
made in amounts sufficient to redeem the principal amounts of such bonds as shown below. 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
Notes to Financial Statements (continued) 

For the years ended December 31, 2012 and 2011 

NOTE 9: BONDS PAYABLE (continued) 

Series Series 
2002 2003A 
Sewer Water 

November 1 December 1 Total 

2013 $ 335,000 $ 95,000 $ 430,000 
2014 360,000 100,000 460,000 
2015 370,000 100,000 470,000 
2016 395,000 105,000 500,000 
2017 420,000 110,000 530,000 
2018 440,000 115,000 555,000 
2019 460,000 120,000 480,000 
2020 490,000 125,000 615,000 
2021 -0- 130,000 130,000 
2022 -0- 135,000 135,000 
2023 -0- 140,000 140,000 
2024 -0- 145,000 145,000 
2025 -0- 155,000 155,000 
2026 -0- 160,000 160,000 
2027 -0- 165,000 165,000 
2028 -0- 175,000 175,000 
2029 -0- 180,000 180,000 
2030 -0- 190,000 190,000 
2031 -0- 195,000 195,000 
2032 -0- 205,000 205,000 
3033 -0- 90,000 90,000 

Total $ 3,270,000 $ 2,935,000 $ 6,205,000 

NOTE 10: REFUNDING OF SEWER AND WATER BONDS 

The Series 2002 Bonds were issued to provide funds which, together with interest earnings thereon, were 
issued to (1) refinance the Authority's Series 1989 Bonds, maturing November 1, 2020 (the "Prior 
Bonds"); (2) pay the premium for a debt service reserve fund surety policy; (3) pay the premium for a bond 
insurance policy in respect to the Series 2002 Bonds; and (4) finance certain costs and expenses incurred by 
the Authority in connection with the authorization, issuance and delivery of the Series 2002 Bonds 
(collectively, the "Series 2002 Project"). 

The Series 2003A Bonds were issued to provide funds which were used to (1) currently refund all of the 
Authority's outstanding Selies FH Bonds; (2) fund the Series 2003A subaccount in the Debt Service 
Reserve Account either with cash or through deposit of a Reserve Account Credit Facility in an amount 
representing the debt service reserve requirement in respect to the Series 2003A Bonds; and (3) finance 
certain costs and expenses incurred by the Authority in com1ection with the authorization, issuance and 
delivery ofthe Series 2003A Bonds (collectively, the "Series 2003A Project"). 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
Notes to Financial Statements (continued) 

For the years ended December 31, 2012 and 2011 

NOTE 10: REFUNDING OF SEWER AND WATER BONDS (continued) 

The Series 2003B Bonds were issued to provide funds which, together with investment earnings thereon, 
were used to (1) currently refund on a forward delivery basis the Authority's outstanding Series 1993A 
Bonds constituting "Current Interest Bonds" maturing on December 1 of the years 2005 through 2007, 
inclusive, and 2019 (the "Series 1993A Bonds to be Refunded"); (2) fund the Series 2003B subaccount in 
the Debt Service Reserve Account either with cash or through deposit of a Reserve Account Credit Facility 
in an amount representing the debt service reserve requirement in respect of the Series 2003B Bonds, and 
(3) finance certain costs and expenses incurred by the Authority in connection with the authorization, 
issuance and delivery of the Series 2003B Bonds (collectively, the "Series 2003B Project"). 

The Series 2007 Bonds were issued to provide funds which were used for the (1) current refunding of a 
portion of the Authority's outstanding Water Revenue Funding Bonds, Series 1997; (2) fund the Debt 
Services Reserve Account; and (3) finance certain of the costs and expenses incurred by the Authority in 
connection with the authorization, issuance, and delivery of the Series 2007 Bonds. 

NOTE 11: DEBT SERVICE RESERVE ACCOUNT 

The Authority has entered into an agreement with Municipal Bond Investors Assurance Corporation to 
issue a surety bond. As additional security for the payment of the Series 2002 Bonds, the Resolution 
creates and pledges for payment of the principal and interest on the Series 2002 Bonds, the Debt Service 
Reserve Account in the Debt Service Fund. The Debt Service Reserve Account is to be funded in an 
amount equal to 100% of the maximum Debt Service payable with respect to each Series of Bonds in any 
fiscal year that such series of bonds is outstanding (The "Debt Service Reserve Requirement"). The 
Authority may, pursuant to the Resolution, satisfy the Debt Service Reserve Requirement for a series of 
bonds by a deposit of funds in the Debt Service Reserve Account or by deposit of a surety bond, insurance 
policy or letter of credit. 

The Authority has entered into an agreement with Municipal Bond Investors Assurance Corporation to 
issue a surety bond. The Debt Service Reserve Requirement for the Series 1993A Bonds is funded by the 
delivery of a surety bond for the benefit of the Series 1993A bonds in the amount of one hundred percent 
(100%) of the maximum Debt Service payable with respect to the Series 1993A Bonds in any fiscal year. 

NOTE 12: OCUA CREDITJDEFICIENCY 

The Lacey Municipal Utilities Authority (Authority) makes quarterly payments to the Ocean County 
Utilities Authority (OCUA) for the treatment of its sewerage. These payments are based on gallons sent for 
treatment and are estimated billings. After the calendar year is over, in accordance with a service agreement 
executed by the parties, a final invoice is sent by the OCUA based upon actual flows. 

At December 31 , 2010, the Lacey Municipal Utilities Authority believes it was significantly over billed for 
the calendar year 2010 and accordingly recorded a receivable due back to the Authority in the amount of 
$308,879. 

The Lacey Municipal Utilities Authority has withheld payments billed for 2012 in the amount of $892,957 
due to the lack of payment from the OCUA and ongoing disagreement over actual flows billed. This 
amount is included in accrued expenses at December 31, 2012. 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
Notes to Financial Statements (continued) 

For the years ended December 31, 2012 and 2011 

NOTE 13: AGREEMENT WITH TOLL BROTHERS, INC. 

On June 4, 2008, the Authority entered into an agreement with Toll Brothers, Inc. (the "Developer") for 
upgrades to Water Plant No.2. As part of this agreement, the Developer will fund the necessary upgrades 
for the completion of Sea Breeze at Lacey, a residential development located in the Forked River section of 
Lacey Township. The Developer provided the Authority with funding for this project totaling $933,177 in 
2008 as agreed upon by both parties. 

As part of the agreement referred to above, in the event the Authority grants approval to any other property 
owner to connect to the improvements funded by the Developer within ten years after the [mal credit 
amount has been established, said property owner shall be required to pay the Authority, in addition to the 
customary connection fee and other fees, its fair share percentage of the actual cost of the improvements. 
The property owner's fair share percentage of the actual costs, which has been predetermined to be $350 
per equivalent dwelling unit (EDU), will be paid to the Developer semiannually until the Developer has 
been paid in full for the exact cost of the final credit amount or the expiration of ten years after the [mal 
credit amount has been established, whichever comes first. In the event that an insufficient number of 
persons connect to the improvements, the Authority will owe no responsibility to the Developer to make it 
whole with regard to the monies expended to oversize the water system. 

The Developer, Tolls Brothers Inc., from August 1, 2012 through the issuance of certificates of occupancy 
for the next eighteen (18) units within the Project shall be entitled to, per Board approval, a $35,000 total 
credit against the Authority's total connections fees (water and sewer). 

NOTE 14: PENSIONS 

A. Plan Description 

The 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 Public Employees' Retirement System (P.E.R.S.) was established in January 1955 under the 
provisions of NJSA.43: 15A. Both plans were set up to provide retirement, death, disability and 
medical benefits to certain qualified members. The Public Employees' Retirement System is a cost
sharing multiple-employer plans. 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 jurisdiction. 

B. Vesting and Benefit Provisions 

The vesting and benefit provisions ofPERS are set by N.J.S.A.43 :15A and 43.3B. All benefits vest 
after eight to ten years 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 tlu'ee 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
Notes to Financial Statements (continued) 

For the years ended December 31, 2012 and 2011 

NOTE 14: PENSIONS (continued) 

B. Vesting and Benefit Provisions (continued) 

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 to 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 Systein. 

Members are always fully vested for their own contributions and, after three years of service credit, 
become vested for 2% of related interest earned on the contributions. In the case of death before 
retirement, members ' beneficiaries are 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 14C 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 
contribution rate by Yz 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 Authority's normal contributions to the Fund may be reduced based 
on the revaluation of assets. Due to 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 under 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 ofliving 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. 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
Notes to Financial Statements (continued) 

For the years ended December 31,2012 and 2011 

NOTE 14: PENSIONS (continued) 

D. Contribution Requirements 

The contribution policy is set by NJS.A.43:15A , Chapter 62, P.L. of 1994, Chapter 115, P.L. of 
1997 and NJS.A.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 I, 2011 , of employees ' a\U1Ual 
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 both cost-of-living adjustments, noncontributory death benefits and 
post-retirement medical premiums. 

NOTE 15: POST-RETIREMENT BENEFITS 

The Authority pmiicipates 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. 

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

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 
infonnation 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 .J.S.A. 52: 14-17.25 et seq. and regulations adopted 
by the State Health Benefits Commission. The required contribution rate is determined on an alillual 
pay as you go basis. 

NOTE 16: CONTINGENCIES 

The Lacey Municipal Utilities Authority has entered "arbitration" with the Ocean County Utilities 
Authority involving their ongoing dispute over costs billed for sewerage treatment. 

The Authority believes they will prevail and costs that have been accrued to date will be more than 
sufficient to settle this matter. 
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LACEY MUNICIPAL UTILITIES AUTHORITY Schedule I 

Schedule of Operating Revenues and Costs Funded by 
Operating Revenues Compared to Budget 

For the year ended December 31, 2012 

ORIGINAL AMENDED 
BUDGET BUDGET ACTUAL VARIANCE 

Revenues: 
User charges $ 10,626,996 $ 10,626,996 $ 10,269,606 $ (357,390) 
Connection fees 211 ,500 211 ,500 275,321 63 ,821 
Delinquent penalties 160,000 160,000 247,583 87,583 
Application fees and permits 4,400 4,400 5,280 880 
Other operating revenue 90,000 90,000 231,370 141 ,370 
Sale of antenna lease 1,238,155 1,238,155 

Interest income 70,000 70,000 67,209 (2,791) 

Total operating revenues 11 ,162,896 11 ,162,896 12,334,524 1,171 ,628 

Expenses: 
Cost of providing services: 

Salaries 679,527 679,527 669,204 10,323 
Payroll taxes and fringe benefits 284,250 284,250 269,376 14,874 
Treatment fees 3,241 ,470 3,241,470 2,853,270 388,200 
Repairs and maintenance 1,324,077 1,330,577 480,683 849,894 
Utilities and natural gas 297,800 297,800 190,080 107,720 
Fuel, gas and oil 39,250 45,250 44,217 1,033 
Chemicals 71 ,500 59,000 43 ,077 15,923 

Lab tests 11 ,100 11,100 8,370 2,730 
New Jersey water tax 8,000 8,000 7,358 642 
Pennits and fees 17,000 17,000 14,299 2,701 
Uniforms 12,200 12,200 9,909 2,291 
Tools and equipment 2,000 2,000 1,474 526 
Training 6,300 6,300 4,907 1,393 
Safety 8,700 8,700 6,626 2,074 
Telephone 24,000 24,000 21 ,285 2,715 
Miscellaneous 20,000 20,000 19,976 24 

Total cost of providing services 6,047,174 6,047,l74 4,644,111 1,403,063 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
Schedule of Operating Revenues and Costs Funded by 

Operating Revenues Compared to Budget 
For the year ended December 31, 2012 

Administrative and general expenses: 
Salaries 
Payroll taxes and fringe benefits 
Repairs and maintenance 
Office supplies and expenses 
Advertising, printing and postage 
Utilities and natural gas 

Telephone 
Books and subscriptions 
Professional fees 
Professional development 

Insurance 
Computer expense 
Environmental awareness 

Paying agent 
Membership fees 
Miscellaneous 

Total administrative and 
general expenses 

Non-operating expenses: 
Interest paid 
Debt service 

Total non-operating expenses 

Total expenses 

Excess operational 
revenues over expenses 

Plus: 
Adjustment for interest accrual 
Debt service 

Less: 
Depreciation 
Unrealized loss on investments 
Amortization 

ORIGINAL 
BUDGET 

631,922 
282,110 

47,600 
8,000 

43,000 
11,200 
6,000 

650 
108,000 

5,000 

91,000 
30,000 

8,500 
15,000 
2,600 

1,290,582 

2,564,506 
1,883,423 

4,447,929 

11 ,785,685 

$ (622,789) 

Change in net position per Statements of 
Revenue, Expenses and Changes in Net Position 

28 

AMENDED 
BUDGET 

631,922 
282,110 

47,600 
8,000 

43,000 
11,200 
6,000 

650 
108,000 

5,000 
91,000 
30,000 

8,500 
15,000 
2,600 

1,290,582 

2,564,506 
1,883,423 

4,447,929 

11,785,685 

$ (622,789) 

ACTUAL 

626,697 
253,862 
42,792 

7,634 
31,480 
7,309 
5,502 

132 
82,244 
2,284 

85,669 
8,764 
2,848 

12,057 
1,866 

12,121 

1,183,261 

2,604,408 
1,873,423 

4,477,831 

10,305,203 

2,029,321 

903,127 
1,873,423 

(2,787,050) 
(29,686) 

(161 ,123) 

$ 1,828,012 

Schedule I 
(continued) 

VARIANCE 

5,225 
28,248 

4,808 
366 

11,520 
3,891 

498 
518 

25,756 
2,716 

5,331 
21,236 

5,652 
2,943 

734 
(12,121) 

107,321 

(39,902) 
10,000 

(29,902) 

1,480,482 

$ 2,652,110 



LACEY MUNICIPAL UTILITIES AUTHORITY Schedule II 

Schedule of Operating Revenues and Costs Funded by 
Operating Revenues Compared to Budget 

For the year ended December 31, 2011 

ORIGINAL AMENDED 
BUDGET BUDGET ACTUAL VARIANCE 

Revenues: 
User charges $ 9,917,139 $ 9,917,139 $ 9,745,599 $ (171,540) 

Connection fees 211,500 211,500 354,725 143,225 

Delinquent penalties 160,000 160,000 221,479 61,479 
Application fees and permits 4,400 4,400 7,430 3,030 
Other operating revenue 90,000 90,000 144,373 54,373 
Interest income 90,000 90,000 126,702 36,702 

Total operating revenues 10,473,039 10,473,039 10,600,308 127,269 

Expenses: 
Cost of providing services: 

Salaries 651,622 651,622 617,534 34,088 

Payroll taxes and fringe benefits 303,869 303,869 259,000 44,869 

Treatment fees 3,193,875 3,193,875 3,193,875 

Repairs and maintenance 1,616,150 1,611,950 349,900 1,262,050 

Utilities and natural gas 293,000 290,400 230,838 59,562 
Fuel, gas and oil 32,500 38,100 38,064 36 
Chemicals 71,500 69,500 49,107 20,393 
Lab tests 10,250 12,250 11,607 643 
New Jersey water tax 8,000 8,000 7,381 619 

Permits and fees 17,000 17,000 15,376 1,624 

Uniforms 11,500 12,700 11,475 1,225 
Tools and equipment 2,000 2,000 2,000 

Training 8,000 8,000 4,786 3,214 

Safety 10,600 10,600 9,499 1,101 

Telephone 23,000 23,000 20,530 2,470 

Miscellaneous 7,100 7,100 6,844 256 

Total cost of providing services 6,259,966 6,259,966 4,827,816 1,432,150 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
Schedule of Operating Revenues and Costs Funded by 

Operating Revenues Compared to Budget 
For the year ended December 31, 2011 

Administrative and general expenses: 

Salaries 
Payroll taxes and fringe benefits 
Repairs and maintenance 
Office supplies and expenses 
Advertising, printing and postage 
Utilities and natural gas 

Telephone 
Books and subscriptions 

Professional fees 
Professional development 
Insurance 
Computer expense 
Environmental awareness 
Paying agent 
Membership fees 

Miscellaneous 

Total administrative and 
general expenses 

Non-operating expenses: 
Interest paid 
Debt service 

Total non-operating expenses 

Total expenses 

Excess operational 
revenues over expenses 

Plus : 
Adjustment for interest accrual 
Debt service 

Less: 
Depreciation 
Unrealized loss on investments 
Amortization 

ORIGINAL 
BUDGET 

614,508 
285,598 

47,000 
8,000 

43,000 
11,200 
6,000 

650 
117,000 

3,400 
97,000 

30,000 
8,500 

15,000 
2,600 

1,289,456 

2,592,132 
1,856,910 

4,449,042 

11 ,998,464 

$ (1 ,525,425) 

Change in net position per Statements of 
Revenue, Expenses and Changes in Net Position 
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AMENDED 
BUDGET 

614,508 
285,598 

47,000 
8,000 

43,000 
11,200 

6,000 
650 

121 ,500 
3,400 

87,000 
25,500 

8,500 
15,000 
2,600 

10,000 

1,289,456 

2,592,132 
1,856,910 

4,449,042 

11 ,998,464 

$ (1 ,525,425) 

ACTUAL 

601 ,670 
243,390 

42,278 
7,220 

34,499 
8,248 
4,676 

294 
97,328 

870 
84,097 

2,936 
3,345 

13,211 
2,222 
8,401 

1,154,685 

2,592,132 

1,846,910 

4,439,042 

10,421 ,543 

178,765 

800,967 
1,846,910 

(2,751 ,744) 
(60,717) 

(164,792) 

$ (150,611) 

Schedule II 
(continued) 

VARIANCE 

12,838 
42,208 

4,722 

780 
8,501 
2,952 

1,324 
356 

24,172 
2,530 
2,903 

22,564 

5,155 
1,789 

378 
1,599 

134,771 

10,000 

10,000 

1,576,921 

$ 1,704,190 



LACEY MUNICIPAL UTILITIES AUTHORITY Schedule III 

Schedule of Debt Service Requirements by Years 
December 31,2012 

Sewer Revenue Bonds (Series 2002) 

Period Annual 

Ending Interest Rate Principal Interest Total 

11/1/2013 5.375 $ 335,000 $ 178,216 $ 513 ,216 

111112014 5.400 360,000 160,210 520,210 

111112015 5.400 370,000 140,860 510,860 

11/112016 5.500 395,000 120,880 515,880 

11/112017 5.500 420,000 99,550 519,550 

111112018 5.500 440,000 76,450 516,450 

111112019 5.500 460,000 52,250 512,250 

111112020 5.500 490,000 26,950 516,950 

Total $ 3,270,000 $ 855,366 $ 4,125,366 
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LACEY MUNICIPAL UTILITIES AUTHORITY Schedule ill 

Schedule of Debt Service Requirements by Years (continued) 

December 31, 2012 

Water Revenue Bonds (Series 2003Al 
Period Annual 

Ending Interest Rate Principal Interest Total 

12/1/2013 3.125 $ 95,000 $ 121,294 $ 216,294 
12/1/2014 5.250 100,000 118,325 218,325 
1211/2015 4.000 100,000 115,075 215,075 
12/1/2016 4.000 105,000 111 ,075 216,075 
12/1/2017 4.000 110,000 106,875 216,875 
12/1/2018 4.000 115,000 102,475 217,475 
12/1/2019 4.000 120,000 97,875 217,875 

12/1/2020 4.250 125,000 * 93,075 218,075 
12/1/2021 4.250 130,000 * 87,763 217,763 
1211 /2022 4.250 135,000 * 82,238 217,238 
12/1/2023 4.250 140,000 * 76,500 216,500 
12/1/2024 4.250 145,000 * 70,550 215,550 
12/1/2025 4.250 155,000 * 64,388 219,388 
121112026 4.250 160,000 * 57,800 217,800 
12/1/2027 4.250 165,000 * 51 ,000 216,000 
12/1/2028 4.250 175,000 * 43 ,988 218,988 
12/1/2029 4.250 180,000 * 36,550 216,550 
12/1/2030 4.250 190,000 * 28,900 218,900 
12/1 /2031 4.250 195,000 * 20,825 215,825 
1211 /2032 4.250 205 ,000 * 12,538 217,538 

12/1/2033 4.250 90,000 * 3,825 93 ,825 

Total $ 2,935 ,000 $ 1,502,934 $ 4,437,934 

* Represents tenn bonds 
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LACEY MUNICIPAL UTILITIES AUTHORITY Schedule III 

Schedule of Debt Service Requirements by Years (continued) 

December 31,2012 

Water Revenue Bonds (Series 2003B} 

Period Annual 

Ending Interest Rate Principal Interest Total 

12/112013 3.500 $ 1,410,000 $ 584,000 $ 1,994,000 

12/1/2014 5.000 1,510,000 513,500 2,023,500 

1211/2015 5.000 1,585,000 438,000 2,023 ,000 

12/112016 5.000 1,660,000 358,750 2,018,750 

12/112017 5.000 1,750,000 275,750 2,025,750 

1211/2018 5.000 1,835,000 188,250 2,023 ,250 

1211/2019 5.000 1,930,000 96,500 2,026,500 

Total $ 11,680,000 $ 2,454,750 $ 14,134,750 

Water Revenue Bonds (Series 2007} 

Period Annual 

Ending Interest Rate Principal Interest Total 

12/112013 5.000 $ 1,005,000 $ 640,569 $ 1,645,569 

1211/2014 5.000 1,055,000 600,369 1,655,369 

121112015 5.000 1,095,000 558,169 1,653,169 

1211/2016 5.000 1,135,000 514,368 1,649,368 

1211/2017 5.000 1,180,000 468,969 1,648,969 

12/112018 5.000 1,225,000 421,768 1,646,768 

1211/2019 5.000 1,290,000 360,519 1,650,519 

1211/2020 5.000 1,350,000 296,018 1,646,018 

12/112021 5.000 1,425,000 228,519 1,653,519 

1211/2022 5.000 1,485,000 166,175 1,651,175 

1211/2023 5.000 1,550,000 99,350 1,649,350 

12/112024 5.000 660,000 28,050 688,050 

Total $ 14,455,000 $ 4,382,843 $ 18,837,843 
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LACEY MUNICIPAL UTILITIES AUTHORITY Schedule III 

Schedule of Debt Service Requirements by Years (continued) 

December 31,2012 

Water Revenue Bonds (Series 2012) 

Period Arumal 

Ending Interest Rate Principal Interest Total 

12/1/2013 4.250 $ 70,000 $ 85,000 $ 155,000 

12/1/2014 4.250 75,000 82,025 157,025 

12/1/2015 4.250 80,000 78,838 158,838 

12/112016 4.250 80,000 75,438 155,438 

12/1/2017 4.250 85,000 72,038 157,038 

12/1/2018 4.250 85,000 68,425 153,425 

12/1/2019 4.250 90,000 64,813 154,813 

12/1/2020 4.250 95,000 60,988 155,988 

12/1/2021 4.250 100,000 56,950 156,950 

12/1/2022 4.250 105,000 52,700 157,700 

12/112023 4.250 110,000 48,238 158,238 

12/1/2024 4.250 110,000 43,563 153,563 
12/112025 4.250 115,000 38,888 153,888 
12/112026 4.250 120,000 34,000 154,000 

12/112027 4.250 125,000 28,900 153,900 

12/1/2028 4.250 130,000 23,588 153,588 

12/1/2029 4.250 135,000 18,063 153,063 

12/1/2030 4.250 140,000 12,325 152,325 

12/1/2031 4.250 150,000 6,375 156,375 

Total $ 2,000,000 $ 951,150 $ 2,951,150 
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LACEY MUNICIPAL UTILITIES AUTHORITY 
Board of Commissioners and Management 

December 31, 2012 

JaInes Knoeller ... . ..... . ........ . .................... .. .. . .. .. . . .... .. .... ....... . ..... . . .... Chainnan 

Michael J. Masciale ........ ...................... . ................ ... .. . . . ... . ....... Vice Chairman 

Arthur F. Miklosey .................................. . . . . . .. . ... .. .... .. ..................... Treasurer 

RichaI·d Kennedy .......... . ................ .. . . ............... .. .... . ......... . . ...... . .. ... . Secretary 

Nicholas Juliano .............................................................................. Member 

Jack Nosti .. ... . ........ ... ....... . ...... .. .. ... ...................... . .... .... .... .. .. Alternate No.1 

Ralph Lanuto ... .... . .... .... .... . .. . ... ... .. . .. . .. . . ....... . . . .. ... ..... . ............ Alternate No. 2 

Edward A. Woolf.................. .. .... . ......... . .. ... ........................ Executive Director 

Kathleen S. BalTeti. .. ... . . ..... .. . . ...... .. . . ... .. .. . . . ..... .. .. .. . . .. . .. .... . . .. Assistant Director 
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I HFl\] 
HOLMAN I FRENlA 

ALLISON, P.e. 
Certified Public Accountants & Consultants 

To the Board of Commissioners of the 
Lacey Municipal Utilities Authority 
Forked River, New Jersey 08731 

10 Allen Street, Suite 28, Toms River, NJ 08753' Tel: 732.797.1333 
618 Stokes Road, Medford, NJ 08055 ' Tel: 609.953.0612 

912 Highway 33, Suite 2, Freehold, NJ 07728 ' Tel: 732.409.0800 
795 Canton Street, Troy, PA 16947 • Tel: 570.297.5090 

926 Main Street, Suite 103, Rome, PA 18837 • Tel: 570.297.5090 
www.hfacpas.com 

We have audited the financial accounts and transactions of the Lacey Municipal Utilities Authority, a 
component unit of the Township of Lacey, in the County of Ocean, State of New Jersey for the year 
ended December 31, 2012. 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 (N.J.S.AAOA:l1-4) 

NJS.A.40A: 11-4 - EvelY 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 tenns 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 categOlY will exceed the statutOlY 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 water treatment plant upgrades 
and installation, pump maintenance, cleaning and televising sewer lines, chlorine, hydrated lime and 
potassium. 

The minutes indicate that resolutions were adopted authorizing the awarding of contracts or agreements 
for "Professional Services," per NJS.A.40A: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 discrepancies. 
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Contracts and Agreements Requiring Solicitation of Quotations 

The examination of expenditures revealed individual payments, contracts 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.JS.A.40A:11-6.1). 

The minutes indicate that quotes were requested for a 2012 F250 Ford truck. The minutes also indicated 
that bids were requested for Pump Maintenance and repair, Water Treatment Plant #1 upgrades and 
installations of wells #7 and #8, Chemicals and Cleaning and Televising Sewer #7. 

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, celiification or suppOliing 
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. 

Follow-up on Prior Years' Findings 

In accordance with Government Auditing Standards we have included a review of prior year findings. In 
the prior year, during our review of the Authority's fixed assets, we noted as 2010-02, the Authority's 
fixed assets, as shown on the general ledger, did not agree to the detailed supporting documentation. 
During the cunent year, the Authority has revised the process for recording fixed assets and made strong 
efforts to correct this problem and has been able to reconcile the difference to within an immaterial dollar 
value. All other previous year's audit findings have been conected without exception. 

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 fmancial statements taken as a whole. 

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

H 0 (fiVl/-N (-{Lt(VIA (I'LL-Uti\} fL, 
HOLMAN FRENIA ALLISON, P.C. 

Certified Public Accountants 
March 22, 2013 
Toms River, New Jersey 
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