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INDEPENDENTAUDITOR'S REPORT

The Chairman and Commissioners of the
Hardyston Township Municipal Utilities Authority
149 Wheatsworth Road, Suite A

Hardyston, New Jersey 07419

Report on the Financial Statements
Opinion

We have audited the accompanying statements of net position of the Hardyston Township Municipal
Utilities Authority as of August 31, 2023 and 2022, and the related statements of revenues, expenses,
and changes in net position and cash flows for the years then ended, and the related notes to the financial

statements, which collectively comprise the Authority’s basic financial statements as listed in the table of
contents.

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on the
Financial Statements” paragraph, the financial statements referred to previously do not present fairly the
net position of the Hardyston Township Municipal Utilities Authority, as of August 31, 2023 and 2022,
or the changes in net position thereof for the years then ended.

Basis for Adverse Opinion on the Financial Statements

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of the Hardyston Township Municipal Utilities
Authority and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements
relating to our audits. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.
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Management has not recorded certain contributed assets in the financial statements and, accordingly, has
not recorded depreciation expense on those assets. Accounting principles generally accepted in the
United States of America require that those contributed assets be capitalized and depreciated, which would
increase the assets, net position, and expenses of the governmental activities. The amount by which

this departure would affect the assets, net position, and expenses of the governmental activities has not
been determined.

Responsibilities of Management 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 misstatements, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the Hardyston Township
Municipal Utilities Authority’s ability to continue as a going concern for the next twelve months beyond
the financial statement date, including any currently known information that may raise substantial doubt
shortly thereafter.

Auditor’s Responsibility for the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore
is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards
will always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are considered
material if, individually or in the aggregate, they could reasonably be expended to influence the economic
decisions of users made on the basis of the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
e Exercise professional judgement and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

WRCO
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e Obtain an understanding of internal control relevant to the audit 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 Hardyston Township Municipal Utilities Authority’s internal control.
Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgement, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Hardyston Township Municipal Utilities Authority’s ability
to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis 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 the 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
comprises the Hardyston Township Municipal Utilities Authority’s financial statements. The schedule
of revenues, expenses and changes in net position - restricted and unrestricted; schedule of cash receipts,
cash disbursements and changes in cash and cash equivalents - unrestricted and restricted; schedule of
operating revenue and costs funded by operating revenue compared to budget; schedule of capital budget
program funded by financing services; and roster of officials (collectively referred to as the
“Supplementary Schedules”) are presented for purposes of additional analysis and are not a required part

of the financial statements.
WRCO
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The supplemental schedules are the responsibility of management and were derived from and relate
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 financial statements
and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves. And other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the supplemental schedules are fairly stated in
all material respects in relation to the financial statements taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December
15,2023 on our consideration of the Hardyston Township 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 Hardyston Township Municipal Utilities Authority’s internal control over financial
reporting and compliance.

Weeltooty & (Company, LLE
WIELKOTZ & COMPANY, LLC
Certified Public Accountants
Pompton Lakes, New Jersey

December 15, 2023

WRCO
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HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
(UNAUDITED)

As management of the Hardyston Township Municipal Utilities Authority, we offer the
Authority’s financial statements this narrative overview and analysis of the Authority’s
financial performance during the fiscal year ended August 31, 2023 and 2022. Please
read this analysis in conjunction with the Authority’s financial statements, which
JSollow this section.

Financial Highlights

o The Authority’s assets and deferred outflows of resources exceeded its liabilities by
$6,371,354 (net position) for the fiscal year reported. This compares to the previous

year when assets and deferred outflows of resources exceeded liabilities by
$6,478,172.

» Total net position is comprised of the following:

(1) Net investment in capital assets of $3,375,581 include property and equipment,
net of accumulated depreciation, and reduced for outstanding debt related to the
purchase or construction of capital assets.

(2) Unrestricted net position of $2,995,773 represent the portion available to
maintain the Authority’s continuing obligations to citizens and creditors.

¢ Total liabilities of the Authority decreased by $22,423 to $151,454 during the fiscal
year.

Overview of the Financial Statements

This annual report includes this management discussion, the independent auditor’s report
and the basic financial statements of the Authority. The financial statements also include
notes that explain in more detail some of the information in the financial statements.

Required Financial Statements

The financial statements of the Authority report information of the Authority using
accounting methods similar to those used by private sector companies. These statements
offer short and long-term financial information about its activities. The Statement of Net
Position includes all of the Authority’s assets, deferred outflows of resources, liabilities
and deferred inflows of resources, and provides information about the nature and
amounts of investments in resources (assets), the consumption of net position that is
applicable to a future period (deferred outflows of resources), the acquisition of net
position that is applicable to a future reporting period (deferred inflows of resources) and
the obligations to Authority creditors (liabilities). It also provides the basis for evaluating
the capital structure of the Authority and assessing the liquidity and financial flexibility
of the Authority.




HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
(UNAUDITED)

Overview of the Financial Statements (Continued)

All of the current year’s revenues and expenses are accounted for in the Statement of
Revenues, Expenses and Changes in Net Position. This statement measures the results of
the Authority operations over the past year and can be used to determine whether the
Authority has recovered all its costs through its user fees and other charges, operational
stability and credit worthiness.

The final required financial statement is the Statement of Cash Flows. This statement
reports cash receipts and cash payments, and net changes in cash resulting from
operations, investing and financing activities and provides answers to such questions as
what operational sources provided cash, what was the cash used for, and what was the
change in cash balance during the reporting period.

Notes to the Financial Statements

The accompanying notes to the financial statements provide information essential to a
full understanding of the financial statements. The notes to the financial statements begin
immediately following the basic financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report presents
certain required supplementary information. This supplementary information follows the
notes to the financial statements.

Financial Analysis of the Authority

One of the most important questions asked about the Authorities finances is “Is the
Authority as a whole better able to fulfill its mission as a result of this years activities?”
The Statement of Net Position and the Statement of Revenues, Expenses and Changes in
Net Position report information about the Authority’s activities in a way that will help
answer this question. These two statements report net position of the Authority and the
changes in those assets. The reader can think of the Authority’s net position — the
difference between assets and deferred outflows of resources and liabilities — as one way
to measure financial health or financial position. Over time, increases or decreases in the
Authority’s net position are one indicator of whether its financial health is improving or
deteriorating. However, one will need to consider the non-financial factors such as
changes in economic conditions, population growth, development, and new or changed
government regulation.




HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Net Position

(UNAUDITED)

As year-to-year financial information is accumulated on a consistent basis, changes in net
position may be observed and used to discuss the changing financial position of the

Authority as a whole.

The Authority’s net position at fiscal year-end was $6,371,354. This is a $106,818
decrease over last year’s net position of $6,478,172.

A summary of the Authority’s current year statement of net position is presented with
comparative prior year balances in the following table:

Condensed Statement of Net Position at August 31, 2023

Current and Other Assets
Capital Assets

Total Assets

Total Deferred Qutflows of
Resources

Total Liabilities
Net Investment in Capital
Assets

Unrestricted

Total Net Position

With Comparative Prior Year Balances

FY 2023

3,147,227
3,291,524

6.438.751

84.057

151,454

3,375,581
2,995,773

6,371,354

FY 2022

3,109,400
3.444.582

6.553.982

98.067

173.877

3,542,649
2,935,523

6.478.172

Dollar
Change

37,827
(153.058)

(115.231)

(14.010)
(22,423)

(167,068)
_60.250

(106.818)

Percent
Change

1.22%
(4.44)%

(1.76)%

(14.29)%

(12.90)%

4.72)%
2.05%

(1.65)%




HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
(UNAUDITED)

Net Position (Continued)

A summary of the Authority’s prior year statement of net position is presented with
comparative FY 2021 year balances in the following table:

Condensed Statement of Net Position at August 31, 2022
With Comparative Prior Year Balances

Dollar Percent
FY 2022 FY 2021 Change Change
Current and Other Assets 3,109,400 3,076,187 33,213 1.08%
Capital Assets 3.444,582 3.665.344 (220,762) 6.02)%
Total Assets 6,553,982 6,741,531 (187.549) 2.78)%
Total Deferred Outflows of
Resources 98.067 112.076 (14,009) (12.50)%
Total Liabilities 173.877 261,416 (87.539) (33.49%
Net Investment in Capital
Assets 3,542,649 3,777,420 (234,771) (6.22)%
Unrestricted 2,935,523 2.814,771 120,752 4.29%
Total Net Position 6.478.172 6.592.191 (114.019) (1.73)%




HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
(UNAUDITED)

Net Position (Continued)

While the Statement of Net Position shows the change in financial position of net position,
the Statement of Revenues, Expenses and Changes in Net Position provides answers as to the
nature and source of these changes. As can be seen in the following table, net position
decreased by $106,818 in FY 2023 and decreased by $114,019 in FY 2022.

Condensed Statement of Revenues, Expenses and Changes
in Net Position for the Year Ending August 31, 2023
With Comparative Prior Year Balances

Dollar Percent
FY 2023 FY 2022 Change Change
Operating Revenues 1,624,910 1,433,383 191,527 13.36%
Non-Operating Revenues 30.189 9.091 21,098 232.08%
Total Revenues 1.655.099 1,442,474 212,625 14.74%
Depreciation 170,784 169,001 1,783 1.06%
Other Operating Expenses 1,591,133 1,387,492 203,641 14.68%
Total Expenses 1,761,917 1.556.493 205.424 13.20%
Change in Net Position (106.818) (114,019 7.201 (6.32)%
Beginning Net Position 6.478.172 6,592,191 (114,019 (1.73)%
Ending Net Position 6.371,354 6.478,172 (106,818) (1.65)%

The Authority’s Operating Revenues increased by $191,527 to $1,624,910 in 2023 from
$1,433,383 in 2022 due to an increase in water and sewer rents. The Authority's non-
operating revenues increased by $21,098 to $30,189 in 2023 from $9,091 in 2022 due to an
increase in interest earned because of higher interest rates.




HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
(UNAUDITED)

Net Position (Continued)

A summary of the Authority’s prior year statement of revenues, expenses and changes in net
position is presented with comparative FY21 year figures in the following table:

Condensed Statement of Revenues, Expenses and Changes
in Net Position for the Year Ending August 31, 2022
With Comparative Prior Year Balances

Dollar Percent

FY 2022 FY 2021 Change Change
Operating Revenues 1,433,383 1,410,279 23,104 1.64%
Non-Operating Revenues 9.091 16,460 (7.369) 44.77Y%
Total Revenues 1.442.474 1.426,739 15,735 1.10%
Depreciation 169,001 166,568 2,433 1.46%
Other Operating Expenses 1,387,492 1,330,021 57,471 4,32%
Total Expenses 1.556.493 1.496.589 59.904 5.78%
Change in Net Position (114.019) (69.850) (44.169) 63.23%
Beginning Net Position 6.592.191 6.662.041 (69.850) (1.05)%
Ending Net Position 6,478,172 6,592,191 (114.019) (1.73)%

The Authority’s Operating Revenues increased by $23,104 to $1,433,383 in 2022 from
$1,410,279 in 2021 due to an increase in water and sewer rents and the sale of new meters.
The Authority’s non-operating revenues decreased by $7,369 to $9,091 in 2022 from
$16,460 in 2021 due to a decrease in interest earned because of lower interest rates.
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HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
COMPARATIVE STATEMENT OF REVENUES,
EXPENSES AND CHANGES IN NET POSITION

FOR THE YEARS ENDED AUGUST 31, 2023 AND 2022

Operating Revenues:
Water and Sewer Rents
Developer Fees
Miscellaneous

Operating Expenses:
Cost of Providing Services
Administrative and General
Depreciation
Amortization

Operating Income

Nonoperating Revenue (Expenses):

Interest on Investments

Reimburse Prior Year Expense

Renewal and Replacement
Change in Net Position

Net Position, September 1

Net Position, August 31

Exhibit B

2023 2022

1,491,689 1,313,542
67,444 57,252
65,777 62,589
1,624,910 1,433,383
1,325,244 1,205,544
251,879 251,550
170,784 169,001
14,010 14,009
1,761,917 1,640,104
(137,007) (206,721)
30,189 9,091
42,656

40,955

30,189 92,702
(106,818) (114,019)
6,478,172 6,592,191
6,371,354 6,478,172

See accompanying notes to the financial statements.
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Exhibit C

Page 1of 2
HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED AUGUST 31, 2023 AND 2022
2023 2022
Cash Flows From Operating Activities:
Cash Received From:
Water and Sewer Rents 1,451,633 1,344,705
Developers Fees 72,732 51,964
Miscellaneous 65,777 62,589
Cash Paid to Vendors and Employees
Cost of Providing Services (1,348,101) (1,125,270)
Administrative and General (251,879) (251,550)
Net Cash Provided (Used) by Operating Activities: (9,838) 82,438
Cash Flows From Investing Activities:
Interest Received 30,189 9,091
Indian Fields Settlement - Phase 1 137,251
Fixed Capital Additions (17,726) (85,490)
Net Cash Provided (Used) by Investing Activities: 12,463 60,852
Net Increase (Decrease) in Cash 2,625 143,290
Cash and Cash Equivalents, Beginning of Year 2,732,130 2,588,840
Cash and Cash Equivalents, End of Year 2,734,755 2,732,130
Cash and Cash Equivalents:
Unrestricted 2,690,446 2,696,115
Restricted 44,309 36,015
2,734,755 2,732,130

See accompanying notes to the financial statements.
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HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
AUGUST 31,2023 AND 2022

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

C.

Component Unit:(continued)

A third criterion used to evaluate potential component units for inclusion or exclusion
from the reporting entity is the existence of special financing relationships, regardless of
whether the government is able to exercise oversight responsibilities. Finally, the nature
and significance of a potential component unit to the primary government could warrant
its inclusion within the reporting entity.

Based upon the application of these criteria, the Authority has no component units.

Inventories of Materials and Supplies:

Since the cost of inventories of materials and supplies is not material to the financial
statements, it is recorded as an expenditure at the time the individual item is purchased.
The cost of inventories of materials and supplies is not included on the balance sheet.

Organization Costs:

All costs incurred prior to the Authority beginning operations were capitalized. These
costs are being amortized over a period of 40 years using the straight-line method.

Operations:
Prior to August 31, 1990 revenues and expenses related to all the developers were
capitalized to contributed capital and organization costs respectively. Subsequent to

August 31, 1990 all revenues and expenses are shown as operating.

Property and Depreciation:

Property received as a contribution is stated at cost on the date received.

Depreciation is computed using the straight-line method over the following estimated
useful lives:

Sewer Lines 75 Years
Sewer Pump Station 40 Years
Water System 75 Years
Water Mains 75 Years
Wells 75 Years
Water Tanks 75 Years
Water Treatment Building 75 Years
Well Pump House 75 Years
Service Meters 25 Years
Equipment 5 Years

21-
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HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
AUGUST 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

G. Property and Depreciation: (continued)

Depreciation on assets acquired with contributed capital is recorded as a reduction of
contributed capital.

H. Allowance for Doubtful Accounts:

The Authority does not provide for an allowance for doubtful accounts. The Authority
believes that all accounts will eventually be collected either through the lien or
foreclosure process. The Authority also has a water shut off procedure in place to
compel collections.

I. Use of Estimates:

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 period. These estimates and assumptions include depreciation
expense. Actual results could differ from those estimates.

J. 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. Three certified copies are submitted to
the director of the Division of Local

Government Services at least 60 days prior to the beginning of the Authority’s fiscal year
for approval prior to its adoption.

22




HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
AUGUST 31, 2023 AND 2022

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

J. Budgetary Procedures: (continued)

The budget must comply with the terms and provisions of any security 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 comment on the proposed budget.

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

The level at which expenses 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 (N.J.S.A. 5:31-2.8).

. Cash, Cash Equivalents and Investments:

Cash and cash equivalents include petty cash, change funds, cash in banks and all highly
liquid investments with a maturity of three months or less at the time of purchase and are
stated at cost plus accrued interest. U.S. Treasury and agency obligations and certificates
of deposit with maturities of one year or less when purchased are stated at cost. All other
investments are stated at fair value.

N.J.S.A. 17:9-41 et. seq. establishes the requirements for the security of deposits of
governmental units. The statute requires that no governmental unit shall deposit public
funds in a public depository unless such funds are secured in accordance with the Act.
Public depositories include Savings and Loan institutions, banks (both state and national
banks) and savings banks the deposits of which are federally insured. All public
depositories must pledge collateral, having a market value at least equal to five percent of
the average daily balance of collected public funds, to secure the deposits of
Governmental Units. If a public depository fails, the collateral it has pledged, plus the
collateral of all other public depositories, i$ available to pay the full amount of their
deposits to the Governmental Units. '

In addition to the above collateral requirement, if the public funds deposited exceed 75%

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

23




HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
AUGUST 31, 2023 AND 2022

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

K. Cash, Cash Equivalents and Investments: (continued)

All collateral must be deposited with the Federal Reserve Bank of New York, The
Federal Reserve Bank of Philadelphia, the Federal Home Loan Bank of New York, or a
banking institution that is a member of the Federal Reserve System and has capital funds
of not less than $25,000,000.

L. Recent Accounting Pronouncements:

In April 2022, the Government Accounting Standards Board issued GASB Statement No.
99, Omnibus 2022. The Objectives of this Statement are to enhance comparability in
accounting and financial reporting and to improve the consistency of authoritative
literature by addressing (1) practice issues that have been identified during
implementation and application of certain GASB Statements and (2) accounting and
financial reporting for financial guarantees. The practice issues addressed by this
Statement are as follows:

. Classification and reporting or derivative instruments within the scope of Statement No.
53, Accounting and Financial Reporting for Derivative Instruments, that do not meet the
definition of either an investment derivative instrument or a hedging derivative
instrument.

. Clarification of provisions in Statement No. 87, Leases, as amended, related to the
determination of the lease term, classification of a lease as a short-term lease, recognition

and measurement of a lease liability and a lease asset, and identification of lease
incentives.

. Clarification of provisions in Statement No. 94, Public-Private and Public-Public
Partnerships and Availability Payment Arrangements, related to (a) the determination of
the public-private and public-public partnership (PPP) term and (b) recognition and
measurement of installment payments and the transfer of the underlying PPP asset.

. Clarification of provisions in Statement No. 96, Subscription-Based Information
Technology Arrangements, related to the subscription-based information technology
arrangement (SBITA) term, classification of a SBITA as a short-term SBITA, and
recognition and measurement of a subscription liability.

. Extension of the period during which the London Interbank Offered Rate (LIBOR) is

considered an appropriate benchmark interest rate for the qualitative evaluation of the
effectiveness of an interest rate swap that hedges the interest rate risk of taxable debt.

24




HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
AUGUST 31,2023 AND 2022

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

L. Recent Accounting Pronouncements: (continued)

Accounting for the distribution of benefits as part of the Supplemental Nutrition
Assistance Program (SNAP).

Disclosures related to nonmonetary transactions.
Pledges of future revenues when resources are not received by the pledging government.

Clarification of provisions in Statement No. 34, Basic Financial Statements- and
Management's Discussion Analysis-for State and Local Governments, as amended,
related to the focus of the government-wide financial statements.

Terminology updates related to certain provisions of Statement No. 63, Financial
Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net
Position.

Terminology used in Statement 53 to refer to resource flows statements.
The requirements of this Statement that are effective as follows:

The requirements related to extension of the use of LIBOR, accounting for SNAP
distributions, disclosures of nonmentary transactions, pledges of future revenues by
pledging governments, clarification of certain provisions in Statement 34, as amended,
and terminology updates related to Statement 53 and Statement 63 are effective upon
issuance.

The requirements related to leases, PPPs, and SBITAs are effective for fiscal years
beginning after June 15, 2022, and all reporting periods thereafter.

The requirements related to financial guarantees and the classification and reporting of
derivative instruments within the scope of Statement 53 are effective for fiscal years

beginning after June 15, 2023, and all reporting periods thereafter.

The Authority is determining the effects, if any, this statement will have on future
financial statements.
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HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
AUGUST 31, 2023 AND 2022

NOTE 6. ORGANIZATION COSTS

Net organization costs which are listed below totaled $84,057 and $98,067 as of August 31,
2023 and 2022, respectively. See Note 1 regarding the amortization of organization costs.

2023 2022
Organization Costs
Secretary $8,584 $8,584
Postage 65 65
Accounting 30,258 30,258
Legal 44,886 44,886
Engineering 34,668 34,668
Service Contract — SCMUA _ 319,926 319,926
Reimbursement Franklin & Hamburg 84,271 84,271
Office Supplies 1,365 1,365
Legal Advertising 360 360
Bank Charges 87 87
Insurance 5,785 5,785
Fees and Permits 121 121
Equipment Reserves 30.000 30.000
Total Organization Costs 560,376 560,376
Amortization of Organization Costs (476.319) (462.309)
Net Organization Costs $84.057 $98.067

NOTE 7. CONTRIBUTED CAPITAL

Contributed Capital which is listed below was contributed by the Developers and totaled
$3,026,882 and $3,173,731 as of August 31, 2023 and 2022, respectively.

2023 2022

Contributed Capital — Cash

Brotherhood Construction $284,459 $284,459

Crystal Springs 383,453 383,453

Fitzgibbons/Dautel 24,484 24,484
Contributed Capital — Property

Brotherhood Construction ' 1,543,076 1,543,076

Briar Crest 368,935 368,935

Crystal Springs 3.636.207 3.636.207

6,240,614 : 6,240,614
Less: Accumulated Depreciation
and Amortization (3.213.732) (3.066.883)

Net Contributed Capital $3.026.882 $3,173.731

As mentioned in Note 5, several contributed water and sewer plants are not included in the
list above.
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NOTE 8.

HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
AUGUST 31,2023 AND 2022

DEVELOPER’S AGREEMENTS, (continued)

On September 9, 1992 the Authority revoked 10,000 gpd of sewer allocations from Dautel
and reallocated the allocation to Anton Pilz, subject to the condition that he enter into a
developer’s agreement with the Authority and make all payments therein specified. The
Authority adopted, at its December 9, 1992 meeting, a developer’s agreement similar to the
agreement with HFH Development Corp. and C.S. Acquisitions.

On July 7, 1999 the Authority entered into a developers agreement with Sussex National
Development, Inc. (“Developer”). The Authority has applied for sewer flow allocation in
the amount of 125,000 gpd from the Borough of Franklin (“Borough”) and has paid a
reservation fee of $3.17 per gallon or $396,250 to the Borough. The final sewer allocation
will be obtained upon payment of a transfer fee in accordance with the ordinance of the
Borough and the Reservation Agreement between the Borough and the Authority. All
reservation and sewer allocation fees are being paid by the developer to the Authority.

On August 13, 2003, the HTMUA reserved 17,000 gpd and 8,000 gpd of sewer capacity
allocations into the SCMUA’s Upper Wallkill System for Wallkill Valley and the YMCA,
respectively. These reservations are subject to conditions entered into a developers
agreement with the Authority that was adopted at it’s August 13, 2003 meeting. Some of the
major provisions of this agreement require the Authority to collect the following annual

payments from developers on a quarterly basis. These payments are paid quarterly by the
HTMUA to the Borough of Franklin.

At a meeting held on February 28, 2007, the Authority passed a resolution regarding a Sewer
System Agreement with High Ridge Properties, L.L.C. regarding the acquisition of 25,000
gallons per day of sewage allocation from the Borough of Sussex and a written agreement
with High Ridge for the development, construction, management and use of a sanitary
sewage collection system.

In April 2012, judgment was in favor of the Authority against Beaver Run Shopping Center,
LLC. This case was consolidated with the below-referenced High Ridge litigation.

In June 2012, judgment was in favor of the Authority against High Ridge Properties, LLC in
the amount of $350,092 plus counsel fees. As of the year end 2020, the Authority has not
received any payment. After actively working with the Hardyston Township tax collector
and current lienholder of HRP for collection, the balance was deemed uncollectible and the
Authority wrote off the amount due from HRP as of August 31, 2021. As a result of this
action the 25,000 gallons per day of the allocation has reverted back to the Authority.
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NOTE 9.

NOTE 10.

NOTE 11.

HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
AUGUST 31, 2023 AND 2022

OTHER MATTERS

The Authority currently services 365 customers at its Indian Field water and sewer system
and 1,025 at its Crystal Springs water and sewer system. The Authority is able to finance
the operating cost of these systems through water and sewer charges and its developers’
agreements (see Note 8 for more information) until such time as the development is
substantially completed.

RISK MANAGEMENT
The Hardyston Township Municipal Utilities Authority is exposed to various risks of loss
related to torts; theft of, damage to, and destruction of assets; errors and omissions: injuries

to employees; and natural disaster.

Property and Liability Insurance

The Authority is currently a member of the Statewide Insurance Fund, a public entity

insurance fund that provides members with Property, Liability and Worker’s Compensation
Insurance.

UNRESTRICTED — DESIGNATED NET POSITION

As mentioned in Note 1, GASB No.34 classifies net position that do not meet the definition
of “restricted” or “invested in capital assets, net of related debt as “unrestricted”. Of this
amount unrestricted, the Authority has designated for the following reserves:

2023 2022
Reserve for Renewal and Replacement $1,783,044 $1,800,770
Reserve for As Builts and Conveyance 96,296 96,296
Reserve for Purchase of Equipment 15.497 15,497

$1.894.837 $1.912.563
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HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY

SCHEDULE OF OPERATING REVENUES AND COST FUNDED BY OPERATING

REVENUES COMPARED TO BUDGET YEAR ENDED AUGUST 31, 2023

WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED AUGUST 31, 2022

Revenues;
Retained Earings
Developer Fees
Interest on Investments
User Charges and Fees
Miscellaneous

Total Revenues

Expenditures:

Cost of Providing Services:
Fees, Permits and Dues
Contracted Operators
Electricity
Natural Gas
Lab Testing
Materials & Repairs
Service Contract » SCMUA
Chemicals
Fire Suppression Costs
Alarm System

Sub-total Cost of Providing Sérvices

Administrative and General:

Interlocal Service Agreement-Hardyston

Acoounting and Auditing
Financial Advisot

Legal Fees

Engineering Fees
Stationary and Supplies
Insurance

Postage

Miscellaneous

Computer Software

Sub-total Administrative-and General

Reserves:
Renewa! and Replacement

Sub-total Reserves

Total Expenditures

Page 1 of 2

2023
2023 Budget After 2023 2022
Budget Modification Actual Actual
1,500 7,500 7,500 48,799
61,773 61,773 67,444 57,252
8,000 8,000 30,189 9,091
1,467,722 1,467,722 1,491,689 1,313,542
51,000 51,000 65,771 62,589
1,595,995 1,595,995 1,662,599 1,491,273
8,000 8,000 7,879 7,367
280,760 280,760 280,760 226,176
70,000 70,000 86,829 78,361
3,600 3,600 4,669 4,159
25,000 25,000 18,441 26,970
190,000 190,000 158,992 161,101
680,000 680,000 723,281 666,836
20,000 20,000 24,113 20,829
14,500 14,500
10,000 10,000 20,280 13,745
1,301,860 1,301,860 1,325,244 1,203,544
122,135 122,135 122,076 119,738
24,000 24,000 21,372 20,991
7,500 7,500 10,579
42,000 42,000 19,205 14,248
50,000 50,000 37,510 51,273
3,500 3,500 2,662 3,061
28,000 28,000 30,726 28,620
4,000 4,000 2,713 3,803
7,000 7,000 1,426 4,902
6,000 6,000 3,610 4,914
294,135 294,135 251,879 251,550
- . - 29,588
29,588
1,595,993 1,595,995 1,577,123 1,486,682
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Exoess or (Deficit)

Reconciliation of Budgetary Basis to GAAP:
Renewal and Replacement, net
Capitalization of Various Projests
Reimburse Prior Year Expense
Retained Eamings
Depreciation Expense
Amottization

Total Adjustments

Change in Net Position

SCHEDULE 3

HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY Page 2 0f2
SCHEDULE OF OPERATING REVENUES AND COST FUNDED BY OPERATING
REVENUES COMPARED TO BUDGET YEAR ENDED AUGUST 31, 2023
WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED AUGUST 31, 2022
2023
2023 Budget After 2023 2022
Budget Modification Actual . Actual

85,476 4,591
(17,726) (14,947)

17,726 85,490

42,656
(7,500) (48,799)
(170,784) (169,001)
(14,010 (14,009)
(192,294) {118,610)
106,818) (114,019)
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HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF CAPITAL FINANCING SOURCES AND COSTS
FUNDED BY CAPITAL FINANCING SOURCES COMPARED TO BUDGET

SCHEDULE 4

2023
2023 Budget After 2023 2022
Budget Modification Actual Actual
Capital Financing Sources:
Renewal & Replacement Reserve 200,000 265,000 17,726 44,535
Other Sources 137,250 137,250 137,251
Total Revenues 337,250 402,250 17,726 181,786
Expenditures:
Capital Outlays:
Water Distribution System Improvements 100,000 100,000
Sewer Transmission System Improvements 100,000 100,000 17,726 44,535
Purchase of New Truck - Water & Sewer 65,000
As Builts and Conveyance - Water & Sewer 137,250 137,250 40,955
Total Costs Funded by Capital
Financing Sources 337,250 402,250 17,726 85,490
Excess of Actual Revenues Over Expenses 96,296
Total 337,250 402,250 17,726 181,786
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KEVIN REEVES, CPA, PSA

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

The Chairman and Commissioners of the
Hardyston Township Municipal Utilities Authority
149 Wheatsworth Road, Suite A

Hardyston, New Jersey 07419

We have audited, in accordance with auditing standards generally accepted in the United States of America;
audit requirements as prescribed by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey; 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 the Hardyston
Township Utilities Authority, as of and for the year ended August 31, 2023, and the related notes to the
financial statements, and have issued our report thereon dated December 15, 2023.

Internal Control Over Financial Reporting

In planning and performing our audit on the financial statements, we considered the Hardyston Township
Utilities Authority’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Hardyston Township
Utilities Authority’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Hardyston Township 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 a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. We consider the deficiency

described in the accompanying schedule of findings and questioned costs (Finding 2021-001) to be a material
weakness.

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.

WELO
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The Chairman and Commissioners of the
Hardyston Township Municipal Utilities Authority
Page 2.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Hardyston Township 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 financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards. We noted certain other matters that we reported to
management of the Authority in the comments and recommendations section of this report.

This report is intended solely for the information of the governing body, management, and The Division of
Local Government Services, Department of Community Affairs, State of New Jersey, and is not intended to
be and should not be used by anyone other than these specified parties.

Purpose of this Report

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

Wictlaty & Company, LLE
WIELKOTZ & COMPANY, LLC
Certified Public Accountants
Pompton Lakes, New Jersey

December 15, 2023

WRLO
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HARDYSTON TOWNSHIP MUNICIPAL UTILITIES AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
AUGUST 31, 2023

FINDING: 2023-001*

STATEMENT OF CONDITION

Evidence of failure to properly maintain an itemized fixed assets schedule.

CRITERIA

Governmental entities should maintain a fixed asset list providing the cost and description of property and
equipment, as well as any depreciation previously expensed against such listed assets. This list should be
updated regularly to include purchases or contributions of new capital items and exclude capital assets that

have been disposed of or replaced.

EFFECT

Absent or inadequate controls over the safeguarding of assets. The Authority’s fixed asset list does not
include several contributed water and sewer systems.

CAUSE
Unknown

RECOMMENDATION

The Authority should maintain a fixed asset list providing the cost and description of its property and
equipment, as well as any depreciation previously expensed against such listed assets.

MANAGEMENT’S RESPONSE

Management recognizes the importance of maintaining an itemized fixed asset schedule and is investing
possible solutions to this problem.
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