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FINANCIAL SECTION 



SuPLEE, CLoONEY & CoMPANY 
CERTIFIED PUBLIC ACCOUNTANTS 

308 East Broad Street, Westfield, New Jersey 07090-2122 

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

E-mail info@scnco.com 

INDEPENDENT AUDITOR'S REPORT 

Union County Utilities Authority 
1499 Routes 1 & 9 North 
Rahway, New Jersey 07065 

We have audited the accompanying financial statements of the Union County Utilities 
Authority, as of and for the years ended December 31, 2013 and 2012, and the related notes to 
the financial statements, which collectively comprise the Authority's basic financial statements 
as listed in the table of contents. 

Management's Responsibility for the Financial Statements 

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

Auditor's Responsibility 

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

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the Authority's preparat~on 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 
Authority's internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

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

Opinions 

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

Other Matters 

Required Supplementary Information 

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

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements 
that collectively comprise the Uniori County Utilities Authority' basic financial statements. The 
supplementary data schedules are presented for purposes of additional analysis and are not a 
required part of the basic financial statements. 

The supplementary data schedules are the responsibility of management and were 
derived from and relates directly to the underlying accounting and other records used to prepare 
the financial statements. Such information has been subjected to the auditing procedures 
applied in the audit of the basic financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the basic financial statements or to the basic financial statements 
themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America. In our opinion, the supplementary data schedules are 
fairly stated,· in all material respects, in relation to the basic financial statements as a whole. 
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SuPLEE, CLooNEY & CoMPANY 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report 
dated July 29, 2014 on our consideration of the Union County 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 Union County Utilities Authority's 
internal control over financial reporting and compliance. 

July 29, 2014 
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SuPLEE, CLooNEY & CoMPANY 
CERTIFIED PUBLIC ACCOUNTANTS 

308 East Broad Street, Westfield, New Jersey 07090-2122 

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

E-mail info@scnco.com 

INDEPENDENT AUDITOR'S REPORT ON 
INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS BASED 
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Union County Utilities Authority 
1499 Routes 1 & 9 North 
Rahway, New Jersey 07065 

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, the 

financial statements of Union County Utilities Authority as of and for the year ended 

December 31, 2013, and the related notes to the financial statements, which collectively 

comprise Union County Utilities Authority' financial statements, and have issued our report 

thereon dated July 29, 2014. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Union 

County Utilities Authority' control over financial reporting (internal control) to determine the audit 

procedures that are appropriate in the circumstances for the purpose of expressing our opinions 

on the financial statements but not for the purpose of expressing an opinion on the effectiveness 

of Union County Utilities Authority' internal control. Accordingly, we do not express an opinion 

on the effectiveness of Union County Utilities Authority' 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 a combination of deficiencies, in internal 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 was for the limited purpose described in the first 

paragraph of this section and was not designed to identify all deficiencies in internal control that 

might be material weaknesses or significant deficiencies. Given these limitations, during our 

audit we did not identify any deficiencies in internal control that we consider to be material 

weaknesses. However, material weaknesses may exist that have not been identified. 
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SuPLEE, CLoONEY & CoMPANY 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Union County Utilities 
Authority's financial statements are free of material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts and grants, noncompliance 
with which could have a direct and material effect on the determination of financial statement 
amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit and, accordingly, we do not express such an opinion. The results of our 
tests disclosed no instances of noncompliance or other matters that are required to be reported 
under Government Auditing Standards. However, there were immaterial instances of 
noncompliance which are discussed in the General Comments and Recommendations section 
of this report. 

Purpose of This Report 

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

July 29, 2014 
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MANAGEMENT DISCUSSION AND ANALYSIS 



Management's Discussion and Analysis 
Unaudited 

In this section of the annual report, management of the Union County Utilities Authority (the 
"Authority") presents a narrative discussion and analysis of the Authority's financial activities for 
the years ended December 31, 2013 and 2012. This section of the report should be read in 
conjunction with the Authority's audited financial statements and supplementary information for 
the years ended December 31, 2013 and 2012. The Authority's audited financial statements are 
presented in conformity with U.S. generally accepted accounting principles. 

Audit Assurance 

The unmodified opinion of our independent auditors, Suplee Clooney & Company is included in 
this report. 

Financial Highlights 

Total assets at year-end were $163.0 million. Total liabilities were $228.5 million. 

Operating revenues totaled $45.9 million which is an increase of $4.7 million or 11.6% over the 
prior year operating revenue of $41.2 million. 

The major source of revenue is from Tipping Fees which totaled $27.5 million. This represents 
an increase of $.5 million over 2012 tipping fees of $27.0 million. Another major source of 
revenue is from the Facility Lease which totaled $12.5 million which is an increase of $4.4 million 
over 2012 revenues of$8.0 million. 

Operating expenses were $39.5 million which is an increase of $4.2 million or 11.9% over prior 
year expenses of $35.3 million. Total expenses budgeted for 2013 were $37.2 million. 

Interest expense for 2013 was $10.5 million which is unchanged from 2012. . . 

Cash and Investments of $47.2 million decreased $2.5 million or 5.1% from prior year's total of 
$49.7 million. 

Bonds Payable of $219.2 million decreased $5.6 million or 2.5% from prior year's total of $224.8 
million. 

Overview of Annual Financial Report 

Management's Discussion and Analysis (MD&A) serves as an introduction to, and should be read 
in conjunction with, the basic audited financial statements and supplementary information. The 
MD&A represents management's examination and analysis of the Authority's financial condition 
and performance. Summary financial statement data, key financial and operational indicators 
used in.the Authority's budget, and bond resolutions and-other management tools were used for 
this analysis. 
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The financial statements report information about the Authority using full accrual accounting 
methods as utilized by similar business activities in the private sector. The financial statements 
include a Statement of Net Position; a Statement of Revenues, Expenses and Changes in Net 
Position; a Statement of Cash Flows; and notes to the financial statements. 

The Statement of Net Position presents the financial position of the Authority on a full accrual 
historical cost basis. This statement presents information on all of the Authority's assets and 
liabilities, with the difference reported as net position. Over time, increases and decreases in net 
position is one indicator of whether the financial position of the Authority is improving or 
deteriorating. 

While the Statement of Net Position provides information about the nature and amount of 
resources and obligations at year-end, the Statement of Revenues, Expenses and Changes to 
Net Position presents the results of the business activities over the course of the fiscal year and 
information as to how the net position changed during the year. All changes in net position are 
reported as soon as the underlying event giving rise to the change occurs, regardless of the 
timing of the related cash flows. 

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

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

Summary of Organization and Business 

The Union County Utilities Authority (UCUA) is a public body corporate and politic organized and 
existing under the Municipal and County Utilities Authorities Law. Pursuant to the Municipal and 
County Utilities Authorities Law constituting Chapter 183 of the pamphlet laws of 1957 of the 
State of New Jersey, the Authority was created by virtue of an ordinance adopted by the Board of 
Chosen Freeholders of the County of Union, New Jersey on June 5, 1986, as amended 
December 11, 1986. 

The Authority has entered into a lease agreement with Covanta of Union, Inc. for the lease of the 
facility and facility site. In addition, the Authority entered into a waste disposal agreement with 
the Company for the disposal of waste by the Authority. 

Other agreements entered into by the Authority include a landfill agreement with Alliance Sanitary 
Landfill, Inc. for the disposal of ash and bypass waste, local waste disposal agreements with 14 
municipalities and the County of Union, and a county deficiency agreement with the County of 
Union. 

The Authority receives rental payments under the lease agreement for its facilities. In addition, 
the Authority receives tipping fees and landfill service fees for the disposal of solid waste. 
Revenues for services provided but not yet billed are accrued for in the financial statement 
presentation. 
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The major activity in Calendar Year 2013 involved the UCUA's procurement and designation of 
disposal sites for the remainder of the Union County solid waste streams not already under an 
existing flow control program or pursuant to a long-term contract with the UCUA. This flow 
control program over 1 D-1 0 and 1 D-25 was done by way of a Solid Waste Plan Amendment, 
pursuant to the Solid Waste Management Act, N.J.S.A. 13:1E-1, et. seq. 

This action was taken to allow the UCUA to collect sufficient revenues to pay the remainder of the 
debt and related expenses, associated with the design, permitting and construction of the Union 
County Resource Recovery Facility (UCRRF). The UCUA had previously attempted to impose an 
Environmental Investment Charge (EIC) to collect these needed revenues; however, on June 22, 
2000 the New Jersey Supreme Court ruled that the EIC was not a legally valid method to collect 
this remaining stranded debt resulting from the Atlantic Coast court decision. 

The UCUA estimated the 10-10 and ID-25 waste stream in the system, which was to be subject to 
the new flow control program, to be approximately 150,000 tons. As a result of a non
discriminatory procurement process, Covanta Energy Company, the lowest responsible bidder, 
was awarded the disposal contract effective July 21, 2008. This procurement enabled the UCUA 
to direct all Type 10 Program Waste to the UCRRF. 

An overall rate of $102.40 per ton was established to provide the monies required by the UCUA. 
The procurement and rate were approved and certified by the New Jersey Department of 
Environmental Protection (NJDEP). The plan was formally implemented on July 21, 2003. 

For 2013, the revenues brought in through the new program were as follows: 

1. UCRRF 131,179 Tons $4,909,593 Revenue 

Total 131.179 Total Tons $4.909.593 Total Revenue 

In order to ensure compliance with the new system, the County of Union (County) and the UCUA 
arranged for the transfer of the solid waste enforcement program from the County to the UCUA. 
This transfer occurred on May 1, 2003. Thereafter_. additional enforcement !)taff was hired by the 
UCUA to deal with the· added solid waste enforcement responsibilities. The additional 
administrative cost to the UCUA resulting from this action was $569,504 in 2013 net of fines and 
penalties collected. It is anticipated that the on-going enforcement costs to the UCUA will be 
reduced by fines and penalties derived from violation of the plan. 

Financial Analysis 

The following comparative condensed financial statements and other selected information serve 
as key financial data and indicators for management, monitoring and planning: 
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Union County Utilities Authority 

Condensed Financial Statements 

Condensed Statement of Net Position 

December 31 Variance 
2013 2012 Dollars ~ 2011 

Assets 

Cash and Investments $ 47,157,268 $ 49,687,074 $ (2,529,806) -5.1% $ 59,498,644 

Accounts Receivable 9,439,791 7,528,819 1,910,972 25.4% 5,024,455 

Property, Plant and Equipment - Net 97,562,499 103,945,964 (6,383,465) -6.1% 110,465,692 

Other Assets 8,838,624 10,425,371 (1,586,747) -15.2% 15,474,490 

Total Assets $ 162,998,182 $ 171,587,228 $ ~8.589,046) -5.0% $ 190,463,281 

Liabilities 

Current Liabilities $ 6,720,081 $ 5,382,369 $ 1,337,712 24.9% $ 5,130,367 

Deferred Gain on Refunding 2,580,246 2,723,593 (143,347} 100.0% 2,866,940 

Bonds Payable 219,170,000 224,825,000 (5,655,000) -2.5% 228,985,000 

Total Liabilities 228,470,327 232,930,962 (4,460,635} -1.9% 236,982,307 

Net Position 

Restricted - Deficit ~65,472,145) {61,343, 734) (4,128,411) 6.7% (46,519,026) 

Total Net Position ~65,472,145) (61,343, 734) (4,128,411) 6.7% (46,519,026) 

Total Liabilities and Net Position $ 162,998,182 $ 171,587,228 $ (8,589,046) -5.0% $ 190,463,281 

Condensed Statement of Revenue, Expenses, and Changes in Net Position 

December31 Variance 
2013 2012 Dollars ~ 2011 

Oper~ting Revenues: 
Facility Lease Revenue $ 12,460,280 $ 8,012,914 $ 4,447,366 55.5% $ 18,807,989 

Landfill Service Fees 5,473,548 5,681,081 (207,533) -3.7% 3,921,310 

Tipping Fees· 12,310,954 12,190,768 120,186 1.0% 12,740,397 

Program EIC 6,619,519 6,329,587 289,932 4.6% 6,883,441 

Program Tipping Fees 8,546,338 8,488,349 57,989 0.7% 9,866,001 

Miscellaneous 522,193 467,442 54,751 11.7% 386,384 

Total Operating Revenues 45,932,832 41,170,141 4,762,691 11.6% 52,605,522 

Operating Expenses: 
Operations and Maintenance 32,979,768 28,771,952 4,207,816 14.6% 29,881,128 

Depreciation 6,510,242 6,519,728 (9,486) -0.1% 6,557,243 

Total Operating Expenses 39,490,010 35,291,680 4,198,330 11.9% 36,438,371 

Operating Income 6,442,822 5,878,461 564,361 9.6% 16,167,151 

No11 Operating (Revenues) Expen~es {1 0,571.233) (17,413,915) 6,842,682 -39.3% (16,093,190) 

Change in Net Position (4,128,411} {11,535,454) 7,407,043 -64.2% 73,961 

Net Position, Beginning of Year, as Previously Reported (61,343,734} (46,519,026) (14,824, 708) 31.9% (46,592,987) 

Prior Period Adjustment (3,289,254) 3,289,254 -100.0% 

Net Position -Beginning of Year as Restated ~61,343, 734) (61,343,734) 0 0.0% 

Net Position, End of Year $ (65,472,145) $ (61,343, 734) $ (4,128,411) 6.7% $ (46,519,026) 
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Union County Utilities Authority 

Waste Flow (Tonnage) 

Tonnage Delivered to the Union County Resource Recovery Facility (UCRRF): 

2009 
2010 
2011 
2012 
2013 

Total Delivered Tons 

548,526 Tons 
545,630 Tons 
548,869 Tons 
547,516 Tons 
545,692 Tons 

Total Contract Delivered Tons (a) 

176,489 Tons 
175,516 Tons 
175,516 Tons 
169,701 Tons 
168,659 Tons 

(a) 14 Contracted Union County Municipalities & Union County 

Union County Program Type 10 Tonnage Delivered to the UCRRF (b): 

2009 151,939 Tons 
2010 143,945 Tons 
2011 145,830 Tons 
2012 132,264 Tons 
2013 131,179 Tons 

(b) Non-Contracted Waste Generated in Union County Under Flow Control 

Ash Tonnage Delivered to the Waste Management Landfill in Pennsylvania: 

2009 122,654 Tons 
2010 122,469 Tons 
2011 122,445 Tons 
2012 115,230 Tons 
2013 117,944 Tons 

Type 13 & 27 waste delivered to the TLA/CPR and,NJ Meadowlands Commission: 

2009 103,962 Tons 
2010 60,076 Tons 
2011 76,532 Tons 
2012 51,850 Tons 
2013 58,812 Tons· 
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Bonds Payable 

The Authority issues bonds to finance its major projects and improvements. A summary of the 
Bonds Payable activity for the year is as follows: 

Bonds Payable at 12/31/2012 
New Bonds Issued 
Scheduled Bond Retirements 

Bonds Payable at 12/31/2013 

Capital Plan 

$224,825,000 

(5,655,000) 

$219.170.000 

The Union County Utilities Authority does not anticipate any capital improvements in the next 
calendar year. 

Contacting the Authority's Management 

Any questions about the Authority's report or if additional information is needed, please contact 
the Executive Director of the Union County Utilities Authority at 1499 Routes 1 and 9 North, 
Rahway, New Jersey 07065. 
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UNION COUNTY UTILITIES AUTHORITY 

STATEMENTS OF NET POSITION 
DECEMBER 31.2013 AND 2012 

Assets: 
Revenue Account: 
Cash and Cash Equivalents: 

Revenue 
Unemployment Reserve 
Environmental Investment Charge Reserve 

Accounts Receivable 
Lease Payments Receivable 

Operating Account: 
Cash and Cash Equivalents 

Bond Reserve Account: 
Cash and Cash Equivalents 
Investments 

Debt Service Account: 
Cash and Cash Equivalents 

Working Capital Account: 
Cash and Cash Equivalents 

Project Account: 
Cash and Cash Equivalents 

Total Assets 

Fixed Assets: 
Land-Facility 
Resource Recovery Facility 
Vehicles 
Equipment 
Furniture and Fixtures 

Less: Accumulated Depreciation 

Net Fixed Assets 

Other Assets: 
Landfill Service Fees 

Deferred Outflows: 
Premiums on Debt 

Total Other Assets 

TOTAL ASSETS 

$ 

$ 

2,882,928 
137,392 

3,138,725 
5,360,095 
4,079,696 

8,329,234 

6,718,253 
18,406,756 

4,647,409 

2,879,820 

16,751 

56,597,059 

3,610,128 
240,878,951 

208,385 
237,530 
110,108 

245,045,102 
147,482,603 

97,562,499 

7,502,179 

1,336,445 

8,838,624 

162,998,182 $ 

The accompanying Notes are an integral part of these financial statements. 
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$ 

EXHIBIT"A" 
SHEET#1 

3,523,606 
137,392 

3,136,929 
4,972,396 
2,556,423 

8,565,020 

11,968,481 
14,560,901 

4,896,988 

2,879,777 

17,980 

57,215,893 

3,610,128 
240,878,951 

90,639 
377,944 
110,108 

245,067,770 
141,121,806 

103,945,964 

9,014,679 

1,410,692 

10,425,371 

171,587,228 



UNION COUNTY UTILITIES AUTHORITY 

STATEMENTS OF NET POSITION 
DECEMBER 31, 2013AND 2012 

LIABILITIES AND NET POSITION 

Current Liabilities: 
Accounts Payable - Operating $ 
Deposits Payable 
Accrued Interest Payable on Project Bonds 

Accrued Expenses 
Project Bonds Payable - Current Maturities 

Total Current Liabilities 

Long-Term Liabilities Payable from Restricted Assets: 

Project Bonds Payable 

Total Liabilities 

Deferred Inflows: 
Deferred Gain on Refunding 

Net Position: 
Net Investment in Capital Assets 
Restricted 
Bond Reserve Account 
Debt Service Account 
Working Capital Account 
Project Account 

Unrestricted 

Total Net Position 

TOTAL LIABILITIES AND NET POSITION $ 

4,768,940 
286,920 

1,217,832 
446,389 

6,430,000 

13,150,081 

212,740,000 

225,890,081 

2,580,246 

(114,105,322) 

25,125,009 
4,647,409 
2,879,820 

16,751 
15,964,188 

(65,472, 1452 

162,998,182 $ 

The accompanying Notes are an integral part of these financial statements. 
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EXHIBIT"A" 
SHEET#2 

3,361,779 
308,843 

1,302,208 
409,539 

5,655,000 

11,037,369 

219,170,000 

230,207,369 

2,723,593 

(111,864,357) 

26,529,382 
4,896,988 
2,879,777 

17,980 
16,196,496 

(61, 343, 734) 

171 ,587,228 



EXHIBIT"B" 

UNION COUNTY UTILITIES AUTHORITY 

STATEMENTS OF REVENUE, EXPENSES AND 
CHANGES IN NET POSITION 

FOR THE YEARS ENDED DECEMBER 31,2013 AND 2012 

2013 2012 

Revenue: 
Facility Lease Revenue $ 12,460,280 $ 8,012,914 
Landfill Service Fees 5,473,548 5,681,081 
Tipping Fees-Resource Recovery 12,310,954 12,190,768 
Miscellaneous Income 522,193 467,442 
Program EIC 6,619,519 6,329,587 
Program Tipping Fees 8,546,338 8,488,349 

Total Operating Revenues 45,932,832 41,170,141 

Cost of Providing Services: 
Operating Expenses 32,979,768 28,771,952 
Depreciation 6,510,242 6,519,728 

Total Operating Expenses 39,490,010 35,291,680 

Operating Income 6,442,822 5,878,461 

Non Operating Revenues (Expenses): 
Interest Income. 6,418 330,269 
Unrealized Gain on Investments 3,810,035 
Other Expense (3,866,462) (7,272,390) 
Interest Expense (10,521,224) (10,471,794) 

Net Income (4,128,411) (11 ,535,454) 

Net Position, Beginning of Year, as Previously Reported (61,343,734) (46,519,026) 
Prior Period Adjustment (3,289,254) 
Net Position- Beginning of Year as Restated (61 ,343,734) (61 ,343,734) 

Net Position, End of Year $ (65,472, 145) $ (61,343,734) 

The accompanying Notes are an integral part of these financial statements. 
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UNION COUNTY UTILITIES AUTHORITY 

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

Cash Flows from Operating Activities: 
Receipts from Facility Lease 
Receipts for Landfill Service Fees 
Receipts for Tipping Fees 
Miscellaneous Receipts 
Payments to Suppliers 
Payments to Employees 

Net Cash Provided by Operating Activities 

Cash Flows from Capital and Related Financing Activities: 

Acquisition of Capital Assets 
Principal Payments on Long-Term Debt 
Deferred Gain on Refunding 
Premium and Cost of Issuance of New Debt 
Interest Paid on Bonds 

Net Cash Used in Capital and Financing Activities 

Cash Flows from Investing Activities: 

Interest Received 
Realized Loss on Investments 

Net Cash Provided (Used) by Investing Activities 

Net Increase (Decrease) in Cash and Cash Equivalents 

Cash and Cash Equivalents, Beginning of Year 

Cash and Cash Equivalents, End of Year 

Reconciliation of Operating Income to Net Cash Provided by 
Operating Activities: 

$ 

$ 

2013 

10,937,007 
6,986,049 

27,089,111 
522,193 

(30,526,384) 
(1 ,031 ,297) 

13,976,679 

(126,777) 
(9,521 ,462) 

(143,347) 
247,365 

(10,778,718) 

(20,322,939) 

6,418 
(35,819) 

(29,401) 

(6,375,661) 

35,126,173 

28,750,512 $ 

Operating Income: $ 6,442,822 $ 

Depreciation 
Changes in Operating Assets and Liabilities: 
Accounts Receivable 
Lease Payments Receivable 
Deposit on Landfill 
Accounts Payable 
Deposits Payable 
Accrued Expenses 

6,510,242 

(387,699) 
(1,523',274) 
1,512,500 
1,407,162 

(21,923) 
36,849 

$ 

EXHIBIT"C" 

2012 

6,197,267 
7,193,581 

26,319,987 
467,442 

(27,317,260) 
(1,106,349) 

11,754,668 

(11 ,432,390) 
(143,347) 
247,365 

(1 0,568,135) 

(21 ,896,507) 

330,269 

330,269 . 

(9,811 ,570) 

44,937,743 

35,126,173 

5,878,461 
6,519,728 

(688,717) 
(1,815,647) 
1,512,500 

453,765 
(105,895) 

473 

Net Cash Provided by Operating Activities $ 13,976,679 =$====11=, 7:::::5~4,~66;;;,;8~ 

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

15 



(1) GENERAL 

UNION COUNTY UTILITIES AUTHORITY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31. 2013AND 2012 

The Union County Utilities Authority is a public body corporate and politic, organized and 
existing under the municipal and county utilities authorities law, constituting Chapter 183 
of the pamphlet laws of 1957, of the State of New Jersey, as amended and 
supplemented and was created by virtue of an ordinance of the Board of Chosen 
Freeholders of the County of Union, New Jersey finally adopted June 5, 1986, as 
amended December 11, 1986. 

The Authority has been designated by the County of Union as the official implementation 
agency of the County's solid waste management plan. The Authority is empowered to 
plan, design, construct, acquire and operate facilities for processing, disposal or 
recycling of solid waste in an environmentally sound manner, throughout the County of 
Union, New Jersey. 

As part of the solid waste management plan, the Authority has contracted with Ogden 
Martin Systems, Inc. for the construction and operation of a mass-burn, waste-to-energy, 
resource recovery facility. Income is primarily derived from facility lease revenue 
payments, tipping fees from the processing of solid waste and service fees from the 
dumping of residual ash. 

Resource Recovery Facility Lease 

In 1998, the Authority agreed to lease the facility and facility site to Covanta Union, Inc. 
(the "Company"). ·In 2011, the Authority· amended the lease with the refunding of the 
Solid Waste Senior Lease Revenue Bonds and Solid Waste Subordinate Lease 
Revenue Bonds. 

Pursuant to the agreement, the Company is required to make rental payments in 
amounts sufficient to pay the debt service on the Resource Recovery Facility Lease 
Revenue Refunding Bonds and the Resource Recovery Facility Lease Revenue Bonds. 

Lease revenue earned for the years ended December 31, 2013 and 2012 consisted of: 

2011A Facility Lease 
2011 B Facility Lease 
Lease Extension Payment 

2013 

$5,950,825 
2,509,455 
4,000,000 

$12.460.280 

2012 

$1,721,030 
2,291,884 
4,000,000 

$8.012.914 

The lease amendment extends the term of the lease to 2031. Under the terms of the 
amended lease, the Authority and the Company have entered a revenue sharing 
agreement based on the actual gross revenues for the Company from 2027 to 2031. 

During the period of the lease, the Company is required to pay all operating, 
maintenance and repair costs of the facility, except where such repairs or maintenance 
are a result of Authority fault. 
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UNION COUNTY UTILITIES AUTHORITY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31 I 2013 AND 2012 

(1) GENERAL (CONTINUED) 

Waste Disposal Agreement 

In 1998, the Authority entered into the waste disposal agreement with Covanta of Union, 
Inc. (the "Company"). In 2011, the Authority amended the 1998 agreement with the 
refunding of the Solid Waste Senior Lease Revenue Bonds and Solid Waste 
Subordinate Lease Revenue Bonds. 

Pursuant to the waste disposal agreement, the Company is required to accept and 
dispose of all acceptable waste delivered to the facility by or on behalf of the Authority. 
The Authority is required to deliver an amount of acceptable waste, at least equal to the 
guaranteed tonnage of 430,000 tons. 

In the event the Authority fails to deliver the guaranteed tonnage amount, they are 
obligated to make shortfall payments to the Company; however, the Company is 
required to mitigate any shortfall deliveries of the solid waste on behalf of the Authority. 

Landfill Agreement 

In 1998, the Authority entered into the landfill agreement with Alliance Sanitary Landfill, 
Inc. under the terms of the landfill agreement, the Authority paid Alliance $30,250,000.00 
for the right to c!ispose of 2,500,000 tqns of bypassed waste and residue for a period of 
20 years. The Authority's rights under this agreement have been assigned to Ogden 
Martin Systems of Union, Inc. 

Local Waste Agreements 

In order to satisfy its obligation under the waste disposal agreement, the Authority has 
entered into local waste agreements with 14 municipalities and the County of Union. 
These agreements require the contracting participants to deliver, or cause to be 
delivered, all acceptable waste generated within the geographic boundaries that is 
collected by the participant, or on its behalf, but in no less than the participants' 
guaranteed tonnage. The Authority, in turn, is required to dispose of this waste in 
accordance with the waste disposal agreements. The Authority has executed local 
waste agreements providing for delivery of acceptable waste to the facility, ·in an 
aggregate amount that is at least equal to 149,100 tons. 

In the event contracting municipalities fail to deliver their guaranteed tonnage amount, 
they are obligated to make shortfall pa·y.ments to. the Authority. 

In July 2003, the Authority re-established regulatory flow control over all non-contract 
solid waste type 1 0 and 25 generated in Union County to provide the delivery of an 
additional 70,000 tons to the facility. 
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UNION COUNTY UTILITIES AUTHORITY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31 I 2013 AND 2012 

(1) GENERAL {CONTINUED} 

County Deficiency Agreement 

In 1998, the Authority entered into the county deficiency agreement with the County of 
Union (the "County"). In 2011, the Authority amended the 1998 agreement with the 
refunding of the Solid Waste Senior Lease Revenue Bonds and Solid Waste 
Subordinate Lease Revenue Bonds. 

The agreement provides that, in the event of a shortfall in an amount necessary lo pay 
the service charge or any other amount due the Company, the County of Union is 
obligated pursuant to the Limited Deficiency Agreement to make a Disposal Fee 
Shortfall Payment in the amount of such a shortfall. 

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

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

Reporting Entity 

The Authority's financial statements include the operations and management of the solid 
waste management plan for which the Union County Utilities Authority has financial 
accountability. The Board members are appointed to five-year terms by The Board of 
Chosen Freeholders. There are no additional entities required to be included in the 
reporting entity and the Authority is not included in any other reporting entity. 

Basis of Accounting 

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

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

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2013 AND 2012 

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Cash and Cash Equivalents 

Cash equivalents are stated at cost which approximates market. The Authority considers 
all monies in banks and highly liquid investments with maturity dates of less than three 
months to be cash equivalents. 

Investments 

Investments in marketable securities and debt securities in the statement of financial 
position are valued at their fair values based on quoted market prices or prices which are 
provided by investment managers that are obtained from independent sources they 
believe to be reliable. Realized and unrealized gains and losses are included in the 
statement of activities. 

Inventory 

Inventory of supplies is recorded as an expense when purchased and accordingly, is not 
included in the statements of net assets. 

Accounts Receivable 
. . . 

The Authority has determined that substantially all amounts recorded as tipping fees 
accounts receivable will be collected and, accordingly, a provision for bad debts is not 
necessary. 

Compensated Absences 

Based upon the Authority's policies regarding compensated absences, there was an 
accrued liability of $177,973 and $155,707 at December 31, 2013 and 2012, 
respectively. 

Income Taxes 

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

Fixed Assets 

Fixed Assets are stated at cost which includes direct construction costs and other 
expenditures related to construction and certain professional costs. Construction costs 
are aggregated by individual project and charged to construction-in-progress until such 
time as projects are completed and put into operation. Depreciation is determined on a 
straight-line basis over various economic lives, which are fixed by management. 
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UNION COUNTY UTILITIES AUTHORITY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2013AND 2012 

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Fixed Assets (Continued} 

Depreciation expense related to assets acquired through debt financing is charged to 
operations. 

Details of fixed assets as of December 31, 2013 and 2012 are as follows: 

Land 
Resource Recovery Facility 
Vehicles 
Equipment 
Furniture and Fixtures 

Less: Accumulated Depreciation 

Net Fixed Assets 

Use of Estimates 

2013 

$ 3,610,128 
240,878,951 

208,385 
237,530 
110,108 

245,045,102 

147,482,603 

$97.562.499 

2012 

$ 3,610,128 
240,878,951 

90,639 
377,944 
110,108 

245,067,770 

141,121,806 

$103.945.964 

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

Net Position 

Equity is classified as net position and displayed in three components: 

1) Net Investment in Capital Assets - consists of capital assets, net of accumulated 
depreciation and reduced by the outstanding balances of. any debt that are 
attributable to the acquisition, construction, or improvement of those assets. 

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

3) Unrestricted - any other net position that does not meet the definition of 
"restricted" or "net investment in capital assets." 
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UNION COUNTY UTILITIES AUTHORITY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2013AND 2012 

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Restricted Assets 

In accordance with the bond resolutions securing the 2011 Resource Recovery Facility 
Lease Bonds, the 1998 Solid Waste Landfill Bonds and the 2011 Solid Waste System 
Bonds, the Authority has established various cash and investment accounts with a 
trustee. In addition, the bond resolutions provide restrictions on the use of funds in the 
accounts. 

Revenue 

Operating 

Bond Reserve Accounts 

Debt Service 

General Account 

Rebate Account 

Project Account 

Working Capital 

AMOUNT 

Operating revenues 
received by the Authority. 

Transfers from Revenue 
Fund. 

As outlined in the bond 
agreements. 

Amount needed for 
principal and interest on 
the Authority's bonds. 

Excess revenues after 
other accounts have 
required amounts by the 
bond resolution. 

Funds subject to rebate to 
the United States 
Government pursuant to 
the Internal Revenue Code 
and Arbitrage Regulations. 

Funds received for 
payment of costs of the 
project. 

Transfers as needed. 
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USE FOR WHICH 
RESTRICTED 

Transfers to various 
accounts described below. 

Operating Expenses. 

Provide additional security 
to bondholders. 

Compliance with bond 
resolutions. 

For any lawful purpose of 
the Authority, provided 
certain requirements are 
met. 

Required Rebates, as 
applicable. 

Project costs. 

Service charges and 
disposal shortfall 
payments. 



UNION COUNTY UTILITIES AUTHORITY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31. 2013AND 2012 

(3) BUDGETARY PROCEDURES 

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

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

The budget must comply with the terms and provisions of loan agreements, and is to be 
in such form and detail as to items of revenue, expenses and other contents as required 
by law or by rules and regulations of the Local Finance Board. 

No authority budget can be finally adopted until the Director has approved the budget. 

Public hearings are conducted to obtain citizen comments on the proposed budget. 

Operating expense appropriations lapse at the close of the fiscal year to the extent that 
they have not been expended. 

The level at which expenditures cannot exceed the budget is at the total budget level. 

The budget may be increased after adoption when an item of revenue has been made 
available after the adoption date. · · · 

(4) SUPPLEMENTARY CASH FLOW INFORMATION 

Interest paid in the years ended December 31, 2013 and 2012, amounted to 
$10,778,718 and $10,568,135, respectively. 

(5) SOLID WASTE BONDS 

In 1998, the Authority issued $323,727,990.00 of Solid Waste Bonds to provide funds to 
retire the 1991 Solid Waste System Bonds and to.finance the restructuring of the Solid 
Waste System. 

In 2011, the Authority issued $228,985,000.00 of Solid Waste and System Bonds to 
provide funds to retire the 1998 Lease Revenue and County Deficiency Bonds. 

Principal payments due on the bonds for the next five years are as follows: 

2014 
2015 
2016 
2017 
2018 

Thereafter 
Total 
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$ 6,430,000 
6,815,000 
7,235,000 
7,690,000 
8,200,000 

182,800,000 
$219.170.000 



UNION COUNTY UTILITIES AUTHORITY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2013AND 2012 

(5) SOLID WASTE BONDS (CONTINUED) 

Interest expense incurred for the year ended December 31, 2013 and 2012 consisted of 
the following: 

2011 Facility Lease Revenue Bonds 
2011 Solid Waste System Bonds 
1998 Landfill Taxable Revenue Bonds 

(6) ADVANCE REFUNDINGS -1998 AND 2011 

2013 

$ 6,455,277 
2,832,399 
1,233,548 

$10.521.224 

2012 

$ 6,308,833 
2,752,324 
1.410,637 

$10.471.794 

In 1998, the Authority issued $323,727,990.00 of Solid Waste Bonds for the purpose of 
advance refunding a portion of the 1991 bonds. The proceeds of this issue were to 
establish an Irrevocable Escrow Account to pay the principal and interest on the 1991 
bonds as they become due. 

The portions of the 1991 bonds that are to be paid from this escrow are not reflected in 
these statements due to the creation of this Irrevocable Escrow Account. 

In 2011, The Authority issued $228,985,000 of Solid Waste Bonds for the purpose of 
advance refunding a portion of the 1998 bonds. The proceeds of this issue were to 
establish an Irrevocable Escrow Account to pay the principal and interest on the 1998 
bonds as they become due. I I ~ 

The portions of the 1998 bonds that are to be paid from this escrow are not reflected in 
these statements due to the creation of this Irrevocable Escrow Account. 

(7) PENSION AND RETIREMENT PLAN 

All employees participate in the Public Employees' Retirement System (PERS). The 
Division of Pensions within the Treasury Department of the State of New Jersey is the 
administrator of the funds and charges the Authority annually for its respective 
contributions. The plan does not maintain separate records for each Authority in the 
State and, therefore, the actuarial data for the Authority is not available. 

The plans provide retirement and disability benefits, annual cost of living adjustments, 
and death benefits to plan members and beneficiaries. Benefits vest after 8-1 0 years of 
service for pension benefits and 25 years for post-retirement health care coverage. The 
plans are cost sharing multi-employer defined benefit plans and as such do not maintain 
separate records for each Authority in the state and, therefore, the actual data for the 
Authority is not available. The division of pensions issues publicly available financial 
reports for each of the plans that include financial statements and required 
supplementary information. The reports may be obtained by writing the State of New 
Jersey, Department of the Treasury, Division of Pensions and Benefits, P.O. Box 295, 
Trenton, New Jersey 08625-0295. 
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UNION COUNTY UTILITIES AUTHORITY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2013 AND 2012 

(7) PENSION AND RETIREMENT PLAN (CONTINUED) 

Covered employees are required by State Statute to contribute a certain percentage of 
their salary to the plan. Each member's percentage is based on age determined at the 
effective date of enrollment. In addition, the PERS may bill the Authority annually at an 
actuarially determinable rate for its required contribution. The current required employee 
contribution rate is 6.78% in 2013 and 6.64% in 2012 of base salary and the Authority 
makes the full amount of this payment annually. 

The contribution requirements of plan members and the Authority are established and 
may be amended by the PERS Board of Trustees. For the years ended December 31, 
2013 and 2012, the Authority was required to contribute $109,591 and $97,361 
respectively. In 2011, the Authority contributed $97,140. 

(8) CASH AND INVESTMENTS 

At December 31, cash and cash equivalents of the Authority consisted of the following: 

Cash and Cash Equivalents - Restricted $28,750.512 $35.126.173 

Deposits 

New Jersey statutes require that authorities deposit public funds in public depositories 
located in New Jersey, which are insured by the Federal Deposit Insurance Corporation, 
the Federal Savings and loan Insurance Corporation, or by any other agency of the 
United States that insures deposits made in public depositories. Authorities are also 
permitted to deposit public funds in the State of New Jersey Cash Management Fund. 

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

The market value of the collateral must equal five percent of the average daily balance 
of public funds; or if the public funds deposited exce-ed 75 percent of the capital funds of 
the depository, the depository must provide collateral having a market value equal to 100 
percent of the amount exceeding 75 percent. 

All collateral must be deposited with the Federal Reserve Bank, the Federal Home loan 
Bank Board or a banking institution that is a member of the Federal Reserve System and 
has capital funds of not less than $25,000,000. 
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UNION COUNTY UTILITIES AUTHORITY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31,2013 AND 2012 

(8) CASH AND INVESTMENTS (CONTINUED) 

Investments 

N.J.S.A. 40A:5-15.1 provides that public funds may be invested in the following types of 
securities when authorized by resolution adopted by a majority vote of all its members: 

a. Bonds or other obligations of the United States of America or obligation 
guaranteed by the United States of America, including securities of, or other 
interests in, any open-end or closed-end management type investment company 
or investment trust registered under the "Investment Company Act of 1940", 54 
Stat. 847 (16 U.S.C. 80a-1 et seq.), purchase and redeemed only through the 
use of National or State banks located within this State, if the portfolio of that 
investment company or investment trust is limited to bonds or other obligations of 
the United States of America, bonds or other obligations guaranteed by the 
United States of America and repurchase agreements fully collateralized by 
bonds or other obligations guaranteed by the United States of America, which 
collateral shall be delivered to or held by the investment company or investment 
trust, either directly or through an authorized custodian; 

b. Bonds of any Federal Intermediate Credit Bank, Federal Home Loan Bank, 
Federal Land Bank, Federal National Mortgage Associates or of any United 

. States Bank for Cooperatives which have _a maturity date not greater than 12 
months from the date of purchase. 

c. Bonds or other obligations of the local unit or bonds or other obligations of school 
districts of which the local unit is a part of within which the school district is 
located; 

d. Bonds or other obligations, having a maturity date not more than 12 months from 
the date of purchase, approved by the Division of Investment of the Department 
of the Department of Treasury for investment by local units. 

N.J.S.A. 52:18A-90.4 provides that the Director of the Division of Investment may, 
subject to the approval of the State Investments Council and the State Treasurer, 
establish, maintain and operate a common trust fund to be known as the State of New 
Jersey Cash Management Fund in which may be deposited the surplus public moneys of 
the state, its counties, municipalities and school districts and the agencies or authorities 
created by any of these entities. This fund shall be considered a legal depositor for 
public moneys. 

At December 31, investments of the Authority at market value consisted of the following: 

U.S. Government Agency Bonds 
and Corporate Bonds 

25 

2013 

$18.406.756 

2012 

$14.560.901 



UNION COUNTY UTILITIES AUTHORITY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2013AND 2012 

(8) CASH AND INVESTMENTS (CONTINUED} 

Investments (Continued) 

Custodial credit risk is the risk that in the event of a bank failure, the deposits may not be 
returned. The Authority does not have a specific deposit policy for custodial credit risk 
other than those policies that adhere to the requirements of statute. As of December 31, 
2013, based upon the coverage provided by FDIC and NJGUDPA, no amount of the 
bank balances was exposed to custodial credit risk. 

Based upon the limitation set forth by New Jersey Statutes and existing investment 
practices, the Authority is generally not exposed to credit risks and interest rate risks for 
its investments, nor is it exposed to foreign currency risk for its deposits and 
investments. 

The fair-value hierarchy of inputs the Authority uses to value an asset or liability. The 
three levels of the fair value hierarchy are described as follows: 

Level 1 - Quoted prices for identical instruments in active markets. Assets utilizing 
Level 1 inputs are marketable securities and other investments that are 
actively traded and provide the basis for fair value measurement. 

Level 2- Inputs other than Level 1 that are observable, either directly or indirectly. 
Currently, the Authority does riot have any Level 2 financial instrument 
inputs. 

Level 3 - Significant inputs to the valuation model are unobservable. Currently, the 
Authority does not have any Level 3 financial instrument inputs. 

(9) FIXED ASSETS 

The following is a summary of the changes in fixed assets for the year ending 
December 31, 2013: 

BALANCE ADDITIONS BALANCE 
JANUARY 1, 2013 (DISPOSALS) DECEMBER 31,2013 

Fixed Assets: 
Land-Facility $ 3,610,128 $ $ 3,610,128 
Resource Recovery Facility 240,878,951 240,878,951 
Vehicles 90,639 117,746 208,385 
Equipment 377,944 (140,414) 237,530 
Furniture and Fixtures 110,108 110 108 

245,067,770 (22,668) 245,045,102 
Less: Accumulated 

Depreciation 141 t 121,806 6,360,797 147,482,603 

Net Fixed Assets $103.945.964 $6.383.465 $97.562.499 
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UNION COUNTY UTILITIES AUTHORITY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31 I 2013 AND 2012 

(10) OTHER ASSETS 

The Authority has entered into an agreement with Alliance Sanitary Landfill, Inc. for the 
acquisition of certain easement and landfill license rights. Under the terms of this 
agreement, the Authority has paid Alliance a fee of $30,250,000 for the right to dispose 
of 2,500,000 tons of ash. This fee is being amortized at $12.10 per ton. During 2013 
and 2012, 125,000 tons annually were delivered to the landfill resulting in expenses of 
$1,512,500 and $1,558,521 respectively. 

(11) RISK MANAGEMENT 

The Authority is a member of the New Jersey Utility Authorities Joint Insurance Fund 
(JIF). 

The Fund was created on September 15, 1991, in accordance with P.L. 1983, C.372, 
entitled "An act concerning joint insurance funds for local units of government, and 
supplementing Chapter 10 of Title 40A of the New Jersey statutes." The Fund is both an 
insured and self-administered group of utility authorities established for the purpose of 
providing low cost insurance coverage and safety programs for the member utility 
authorities in order to keep insurance premiums, claims and administrative costs at a 
minimum. 

The following coverage's are offered by the Fund to its members: 
. . . 

a. Worker's Compensation and Employer's Liability 
b. Liability other than Motor Vehicles 
c. Property Damage other than Motor Vehicles 
d. Motor Vehicle 
e. Environmental Liability 

The Joint Insurance Fund is also a member of The Municipal Excess Liability Joint 
Insurance Fund which provides excess insurance for worker's compensation and 
employer's liability. 

(12) DEBT ISSUE COSTS AND PRIOR PERIOR ADJUSTMENT 

All debt issue costs related to prior bond issues have been expenses in accordance with 
GASB Statement No. 65, items previously reported as assets and liabilities in prior 
periods have been restated accordingly. 

(13) SUBSEQUENT EVENTS 

The Authority evaluated subsequent events occurring after the financial statement date 
through July 29, 2014, which is the date the financial statements were available to be 
issued. Based on this evaluation, the Authority has determined that no subsequent 
events have occurred which require disclosure in the financial statements. 
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UNION COUNTY UTILITIES AUTHORITY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2013AND 2012 

(14) SHARED SERVICES AGREEMENT 

In August 2013, the Authority entered into a six month Shared Services Agreement with 
the Union County Improvement Authority. Under the terms of this· agreement the 
Authority will be paid the sum of $15,000 per month for providing to the Union County 
Improvement Authority Executive Director Services, Office Space and Staff Services. 
The agreement was renewed for an addition six month term in 2014. The Authority 
received $60,000 under this agreement as of December 31, 2013. 

(15) LITIGATION, CLAIMS AND CONTINGENT LIABILITIES 

Potential Claim of Covanta Union against the Authority under the Amended and 
Restated Disposal Agreement 

The Authority and Covanta Union, Inc. ("Covanta") are parties to an Amended and 
Restated Waste Disposal Agreement ("Waste Disposal Agreement") and a Facility 
Lease pertaining to the operation of the Union County Resource Recovery Facility 
("Facility") in Rahway, New Jersey. These agreements, and their predecessors, have 
governed the lease and operation of the Facility since 1992. In 2010, the Authority and 
Covanta agreed to extend the terms of the Facility Lease and the Waste Disposal 
Agreement from June 14, 2023 to December 31, 2031. 

. . 

In exchange for the extensions and amendments to the Facility Lease and Waste 
Disposal Agreement, the Authority committed to deliver 430,000 tons of processible 
waste annually to the Facility on a "put or pay" basis. The Authority's annual "put or pay" 
obligation will be satisfied through the delivery of 330,000 tons of processible waste from 
Union County resulting from, among other things, amendments to the Local Waste 
Agreements with certain Union County municipalities, and the remaining 100,000 tons 
pursuant to interlocal agreements with governmental entities outside the County, starting 
October 13, 2011 (the "Effective Date") - the date the Order of Approval issued by the 
New Jersey Department of Environmental Protection and the New Jersey Department of 
Community Affairs, Division of Local Government Services - and prorated for the 
balance of 2011. 

Covanta is obligated to use reasonable commercial efforts to mitigate any delivery 
shortfalls and the amount of any shortfall payments by the Authority to Covanta are to be 
calculated in accordance with the formula in the Waste Disposal Agreement. From the 
Effective Date through December 31, 2013, the Authority did not have any new Local 
Waste Agreements or other arrangements to satisfying the 100,000 tons (particularly for 
Out-of-County Waste) of its Guaranteed Annual Tonnage. The Shortfall amount, if any, 
owed by the Authority to Covanta pursuant to the Waste Disposal Agreement for an Out
of-County Waste Shortfall in 2011 and 2012 is reduced by fifty percent (50%) of such 
shortfall amount. In the years ended December 31, 2013 and 2012 the Out-of-County 
Waste Shortfall expense was $1,970,469 and $626,320, respectively. 
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UNION COUNTY UTILITIES AUTHORITY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2013 AND 2012 

(15) LITIGATION, CLAIMS AND CONTINGENT LIABILITIES (CONTINUED} 

Potential Claim of Covanta Union against the Authority under the Amended and 
Restated Disposal Agreement (Continued) 

The Authority continues to discuss and negotiate with various municipalities and 
counties in New Jersey for the delivery of solid waste for disposal at the Facility in order 
to satisfy its waste delivery obligation to Covanta. However, no such agreements were 
reached that satisfied the Authority's obligation during the balance of 2011 and 2012. It 
is reasonably expected that the Authority will successfully enter into such agreements 
during 2013 and/or the Authority and Covanta will reach an agreement to satisfy this 
obligation. Additionally, the Authority and Covanta continue to discuss and negotiate 
alternative contractual arrangements that will satisfy and/or eliminate this obligation. 
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REVENUE 

UNION COUNTY UTILITIES AUTHORITY 

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

FOR THE YEAR ENDED DECEMBER 31 2013 

2013 
BUDGET 

Tipping Fees: Resource Recovery Facility 
Covanta Project Payments 

$ 12,050,500 $ 

Program Waste 
Non-Processible Type 13 
Administrative Fees 
EIC Type 27 
Mitigation Revenue 
LandfiU Service Fees 

Interest Income 
MisceUaneous Income 

APPROPRIATIONS 
Administration: 
Salaries and Wages 
Fringe Benefrts 
Pension Assessment (PERS) 

Other Expenses: 
Accounting 
Advertising 
Auto Gas. Repairs and Maintenance 
Trustee Fees 
Bank Fees 
Computer ConsuHant 
Oversite Services- County of Union 
Facility Costs 
Dues and Subscriptions 
Financial Consultant 
Host Community Fee 
General Counsel 
Engineering . 
Insurance 
Insurance Consultant 

TOTAL REVENUE 

Lease Expense - Environmental Assessment Site 
Miscellaneous OffiCe Expense 
Office Equipment, Copiers and Pagers 
Office, Park and Property Maintenance 
Permits and Fees 
Postage and Delivery 
Printing and Office Supplies 
Public Relations 
Safety and First Aid Equipment 
Landfill Disposal Costs 
Service Fee- Covanta 
Service Fee- Covanta- Program 10 
Tipping Fee Reimbursement to Towns 
Out of County Type 10 Waste 
lnterlocal Agreement - County of Union 
Telephone 
Travel, Seminars. and Conferences 
Uniforms and Equipment 
UCUA Meetings 

Issuance of Debt 

Total Other Expenses 

Total Expenses 

Principal Payments on Debt Service in Lieu of Depreciation 

TOTAL OPERATING APPROPRIATIONS 

Non Operating Appropriations: 
Interest Expense 
Unreserved Retained Earnings Utilized 

Total Non Operating Appropriations 

TOTAL COST FUNDED BY OPERATIONS 

30 

$ 

$ 

$ 

4,305,000 
15,872,519 

1.456,000 
437,500 
246,000 

4,500 

34,372,019 

24,000 
275,500 
299,500 

34,671,519 $ 

1,055,351 $ 
304,082 

98,000 
1,457,433 

34,600 
3,000 

15,000 
24,000 
18,000 
12,000 

130,000 

7,000 
15,000 

2,800,000 
310,000 
145,000 

50,000 
1,000 

12,000 
12,000 
27,500 
30,000 

5,000 
3,000 
6,000 
2,400 

11.401,250 
10,533,550 
2,100,000 
2,113.175 
2,000,000 

12,000 
6,000 
3,000 . 
2.400 

31,633,675 

33,291,308 

1,000,000 

34,291,308 

2,917,062 
(2,536,851) 

380.211 

34,671,519 s 

2013 
ACTUAL 

SCHEDULE 1 

2012 
ACTUAL 

11,673.416 $ 11,512,889 
12,460,280 8,012,914 
13,455,932 13,308,064 

1,709,925 1,509,872 
421,647 424,266 
215,891 253,613 

4,412 4,378 
5,473,548 5,681,081 

45.415,051 40,707,077 

6,418 330,269 
517.781 463,064 
524.199 793,333 

45,939,250 =$====4=1.=50=0=,4=10= 

921,706 $ 1,011,219 
300,604 359,774 
109,591 95,130 

1,331,901 1,466,123 

34,800 34,625 
5,407 999 
9.411 16,135 

22,500 24,000 
21,084 18,729 
27,962 13,269 

131,348 128,778 
4,787,827 2,956,848 

7,173 6,810 
17.480 5,430 

1,866,462 5,272,390 
235,209 285,233 

90,830 9&.522 
41,636 36,719 

16,382 9,226 
11,891 18,626 
35,704 24,900 
69,509 80,712 
4,333 4,653 
1,595 6,393 

1,512,500 1,558,521 
11,009,049 10,613,318 

8,684,775 9,161,276 
2,249,269 2,188,481 
2,596,789 
2,000,000 2,000,000 

9,769 10,773 
15,579 625 
2,779 
2,450 2.226 

35,521.502 34,578,217 

36,653,403 36,044,340 

104,018 
9,521.462 11.432,390 

46,374,865 47,580,748 

10,521,224 10.471,794 

10,521,224 10,471,794 

56,896,089 $ 58,052,542 



UNION COUNTY UTILITIES AUTHORITY 

SCHEDULE OF BONDS PAYABLE- DECEMBER 31, 2013 

1998 SOLID WASTE LANDFILL TAXABLE REVENUE BONDS. SERIES A 

YEAR OF INTEREST 
MATURITY RATE 

2014 6.75% 
2015 6.75% 
2016 6.75% 
2017 6.75% 
2018 6.75% 

NOTE: The Bonds pay interest January 15 and July 15 
Principal is paid January 15 

31 

$ 

$ 

SCHEDULE2 
SHEET#1 

PRINCIPAL 

2,935,000 
3,260,000 
3,605,000 
3,980,000 
4,385,000 

18,165,000 



UNION COUNTY UTILITIES AUTHORITY 

SCHEDULE OF BONDS PAYABLE- DECEMBER 31, 2013 

SCHEDULE 2 
SHEET#2 

2011A RESOURCE RECOVERY FACILITY LEASE REVENUE REFUNDING BONDS 

SERIES A 
YEAR OF INTEREST 

MATURITY RATE 

2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 3.31% 
2022 3.31% 
2023 3.31% 
2024 3.31% 
2025 3.31% 
2026 3.31% 
2027 3.31% 
2028 3.31% 
2029 3.31% 
2030 3.31% 
2031 3.31% 

TOTAL BONDS PAYABLE 

NOTE: The Bonds pay interest June 1 and December 1 
Principal is paid June 1 

32 

PRINCIPAL 

$ 560,000 
2,540,000 
2,670,000 
2,810,000 
2,950,000 
2,700,000 
4,550,000 
4,750,000 
4,950,000 
5,150,000 

82,100,000 

$ 115,730,000 



YEAR OF 
MATURITY 

2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 

UNION COUNTY UTILITIES AUTHORITY 

SCHEDULE OF BONDS PAYABLE- DECEMBER 31,2013 

2011B RESOURCE RECOVERY FACILITY LEASE REVENUE BONDS 

SERIES 8 
INTEREST 

RATE 

1.70% 
2.14% 
2.18% 
2.57% 
3.10% 
3.10% 
3.31% 
3.52% 

TOTAL BONDS PAYABLE 

NOTE: The Bonds pay interest June 1 and December 1 
Principal is paid June 1 

33 

$ 

$ 

SCHEDULE2 
SHEET#3 

PRINCIPAL 

2,045,000 
2,080,000 
2,125,000 
2,170,000 
2,230,000 
2,295,000 
2,365,000 
1,885,000 

17,195,000 



YEAR OF 
MATURITY 

2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
2033 
2034 
2035 
2036 
2037 
2038 
2039 
2040 
2041 

UNION COUNTY UTILITIES AUTHORITY 

SCHEDULE OF BONDS PAYABLE- DECEMBER 31,2013 

2011A SOLID WASTE SYSTEM BONDS 

TOTAL BONDS PAYABLE 

SERIES A 
INTEREST 

RATE 

4.00% 
4.00% 
4.00% 
4.00% 
4.00% 
4.00% 
4.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 

NOTE: The Bonds pay interest June 1 and December 1 
Principal is paid June 1 
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$ 

SCHEDULE 2 
SHEET#4 

PRINCIPAL 

1,580,000 
2,220,000 
2,310,000 
2,400,000 
2,495,000 
2,595,000 
2,700,000 
2;805,000 
2,945,000 
3,095,000 
3,250,000 
3,410,000 
3,585,000 
3,760,000 
3,950,000 
4,145,000 

$ 47,245,000 



UNION COUNTY UTILITIES AUTHORITY 

SCHEDULE OF BONDS PAYABLE- DECEMBER 31,2013 

2011 B SOLID WASTE SYSTEM BONDS 

SERIES B 
YEAR OF INTEREST 

MATURITY RATE 

2014 1.70% 
2015 2.23% 
2016 2.31% 
2017 2.67% 
2018 2.99% 
2019 3.28% 
2020 3.50% 
2021 3.71% 
2022 3.92% 
2023 4.23% 
2024 4.33% 
2025 4.53% 
2026 4.74% 

TOTAL BONDS PAYABLE 

NOTE: The Bonds pay interest :June 1 and December 1 
Principal is paid June 1 
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$ 

$ 

SCHEDULE2 
SHEET#5 

PRINCIPAL 

1,450,000 
1,475,000 
1,505,000 
1,540,000 
1,585,000 
1,630,000 
1,685,000 
1,740,000 
1,805,000 
1,875,000 
1,955,000 
2,040,000 

550,000 

20,835,000 



UNION COUNTY UTILITIES AUTHORITY 

OFFICIALS IN OFFICE 

The following officials were in office during the period under audit: 

Members for the Authority: 

Edward Jackus 

Edward Kahn 

James J. Kennedy 

Clifton People, Jr. 

Sharda Sadri 

Roy Eastman 

Reni Erdos 

James Huff 

John G. Kulish 

Angelo Bonanno 

Charles Lombardo 

Other Officials: 

Daniel Sullivan 

Thomas M. Brennan 

Joseph C. Bodek 
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Chairperson 

Vice Chairperson 

Secretary 

Treasurer 

Member 

Member 

Member 

Member 

Member 

Alternate Member 

Alternate Member 

Executive Director 

Deputy Executive Director/Controller 

Clerk of the Authority 



Comments 

UNION COUNTY UTILITIES AUTHORITY 

DECEMBER 31 I 2013 

GENERAL COMMENTS AND RECOMMENDATIONS 

During 2013 certain employees received compensation that was not authorized nor approved by 
the Board. In addition said compensation was not treated as payroll but instead was considered 
as other compensation for which 1 099s were issued. The Board, upon becoming aware of 
these issues, engaged outside counsel to investigate and report on this matter. 

Recommendations 

We recommend that: 

1. Employees only be paid compensation that has been authorized and approved by the 
Board. 

2. All employees' compensation be made as part of payroll. 

3. The Board review and be guided by the report of outside counsel. 
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