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BEDERSON

ACCOUNTANTS & ADVISORS

INDEPENDENT AUDITORS’ REPORT

The Honorable Chairman and

Authority Commissioners
Essex County Utilities Authority
Newark, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statements of the business type activities and each major fund of the
Essex County Utilities Authority as of and for the year ended December 31, 2020, and the related notes to the financial
statements, which collectively comprise the Essex County Utilities 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.

Auditors’ 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 auditors’ 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 entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business type activities and each major fund of the Essex County Utilities Authority, as of
December 31, 2020 and the respective changes in financial position, and, where applicable, cash flows thereof for
the year then ended in accordance with accounting principles generally accepted in the United States of America.

100 Passaic Avenue, Suite 310, Fairfield, New Jersey 07004
973.736.3333 - www.bederson.com
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Report on Summarized Comparative Information

We have previously audited Essex County Utilities Authority’s 2019 financial statements and our report dated,
April 20, 2020, expressed an unmodified opinion on those audited financial statements. In our opinion, the
summarized comparative information presented herein as of and for the year ended December 31, 2019, is
consistent, in all material respects, with the audited financial statements from which it has been derived.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's discussion
and analysis and budgetary comparison information on pages 3 through 9 and page 31 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 Essex County Utilities Authority's basic financial statements. The accompanying Schedule of Expenditures of State
Financial Assistance on page 32 is presented for purposes of additional analysis as required by New Jersey OMB
Circular 15-08, and is not a required part of the basic financial statements.

The Schedule of Expenditures of State Financial Assistance is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the Schedule of Expenditures of State Financial Assistance is fairly
stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 19, 2021, on our
consideration of the Essex 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 the effectiveness of the Essex County
Utilities Authority's 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 Essex County Utilities
Authority’s internal control over financial reporting and compliance.

“Pedergor dd P

Fairfield, New Jersey
April 19, 2021
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ESSEX COUNTY UTILITIES AUTHORITY

MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the Essex County Utilities Authority (the "Authority”), we offer readers of the
Authority's financial statements this narrative overview and analysis of the Authority's financial activities
for the years ended December 31, 2020 and 2019. Please read this analysis in conjunction with the
Authority's financial statements, which follow this section.

OVERVIEW OF THE FINANCIAL STATEMENTS

This financial statement presents the Authority's financial activities and position in three (3) parts. They
include the management's discussion and analysis (this section), the basic financial statements, and
required supplementary information. 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.

BASIC FINANCIAL STATEMENTS

The Statement of Net Position includes all of the Authority's assets and liabilities and provides information
about the nature and amounts of investments in resources (assets) 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.

All of the current year's revenues and expenses are accounted for in the Statement of Revenues,
Expenditures, 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 activities and
capital and related financing activities.

The Notes to Financial Statements provide additional information that is essential to a full understanding
of the data provided in the financial statements, such as the Authority's accounting methods and policies.

FINANCIAL ANALYSIS OF THE AUTHORITY

One of the most important questions asked about the Authority's finances is "Is the Authority as a whole
better able to fulfill its mission as a result of this year's activities?" The Statement of Net Position, and
the Statement of Revenues, Expenditures, 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 positions. The reader can think of the Authority's net
position - the difference between assets 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, population growth, development, contractual
requirements and new or changed government regulation. Our activity consists of Enterprise funds
segregated by type, Water and Solid Waste.
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ESSEX COUNTY UTILITIES AUTHORITY'S NET POSITION

A summary of the Authority's Statement of Net Position combined for Solid Waste and Water Systems is
presented in the following table:

CONDENSED STATEMENT OF NET POSITION

($000's)
2020 2019 Change

Assets:

Unrestricted S 12,772 S 13,229 $ (457)

Restricted 10,533 10,487 46

Net capital assets 28,621 31,122 {2,501)

Total Assets 51,926 54,838 (2,912)
Deferred Outflows of Resources 32 64 (32)
Liabilities:

Long-term liabilities 8,377 16,405 (8,028)

Current liabilities 15,401 17,894 (2,493)

Total Liabilities 23,778 34,299 (10,521)
Net Position:

Invested in capital assets, net of related debt 22,849 14,954 7,895

Unassigned 5,331 5,649 (318)

Total Net Position $ 28,180 $ 20,603 $ 7,577

CURRENT ASSETS

Unrestricted cash and cash equivalents were $8.1 million at December 31, 2020, compared to the 2019
balance of $7.8 million. Restricted cash was $10.5 million at December 31, 2020 and 2019.

Accounts Receivable decreased by approximately $792,000 or 14% in 2020, as compared to an increase
of approximately $753,000 million or 16% in 2019. The 2020 decrease is the result of more collections
from municipalities and less tonnage in 2020.

NONCURRENT ASSETS

The value of the non-current assets decreased by approximately $2.5 million in 2020, which is
comprised of an approximate decrease of $180,000 in fixed assets, a $809,000 decrease in contractual
rights, and a decrease of $1.5 million in net deferred charges. The value of the non-current assets
decreased by approximately $3.4 million in 2019, which is comprised of an approximate decrease of
$182,000 in fixed assets, a $809,000 decrease in contractual rights, and a decrease of $2.38 million in
net deferred charges. The decreases for 2020 and 2019 are the result of depreciation and amortization
expenses, which reduce the net book value of these assets.

DEFERRED OUTFLOWS OF RESOURCES

The adoption of GASB 65 required that debt defeasance costs previously netted against the long-term
portion of bonds payable be presented in the statement of net position as a deferred outflow of
resources. The change of $32,000 in 2020 is due to the current year amortization of such costs.
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ESSEX COUNTY UTILITIES AUTHORITY'S NET POSITION

Water system infrastructure
Computer system, furniture and fixtures
Transportation equipment
Total
Less: Depreciation

Net Property, Plant and Equipment

Contractual rights - operating

Asset purchase

Port Authority settlement

Procurement of system

Litigation settlements

Water system development
Total

Less: Amortization

Net Deferred Charges

Contractual rights - non-operating
Less: Amortization

Net Contractual Rights

CURRENT LIABILITIES

CAPITAL ASSETS
($000's)

2020 2019 Change
$ 6,051 6,051 $ -
463 462 1

22 22 -
6,536 6,535 1
6,363 6,182 181

S 173 353 S (180)
$ 13,473 13,473 $ -
16,500 16,500 -
17,447 17,447 -
2,275 2,275 -
23,573 23,573 -
677 677 -
73,945 73,945 -
54,752 53,240 1,512
$ 19,193 20,705 S (1,512)
$ 35,322 35,322 S -
26,067 25,258 809

$ 9,255 10,064 $ (809)

Current liabilities are obligations that will be paid in the next 12 months after the balance sheet date.
Current liabilities payable from unrestricted assets decreased by approximately $31,000 or .4% in 2020,
and increased by approximately $236,400 or 3% in 2019. The 2019 increase is primarily due to an
increase in payables to Essex County for payroll and benefits. The overall 2020 current liabilities payable

from unrestricted assets were comparable to 2019.

Current liabilities payable from restricted assets decreased by approximately $2.5 million in 2020. This is
primarily the result of the maturity of the bond anticipation notes payable, which was paid in full in

October of 2020.

NONCURRENT LIABILITIES

Noncurrent liabilities decreased by approximately $8.0 million. This is primarily the result of the
scheduled maturities on the bonds payable, bond anticipation notes payable, and current year

amortization of the net bond premiums.
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ESSEX COUNTY UTILITIES AUTHORITY'S CHANGES IN NET POSITION

A summary of the Authority's Statement of Revenues, Expenses, and Changes in Net Position combined
for Solid Waste and Water Systems is presented in the following table:

Condensed Statement of Revenues, Expenditures, and Changes in Net Position

($000's)
2020 2019 Change

Operating revenues S 38,389 S 40,438 S (2,049)
Non-operating revenues 3,546 968 2,578

Total Revenues 41,935 41,406 529
Operating expense 30,950 32,478 (1,528)
Depreciation and amortization expense 1,693 2,567 (874)
Non-operating expense 1,715 2,074 (359)

Total Expenses 34,358 37,119 (2,761)
Changes in Net Position 7,577 4,287 3,290
Net Position - beginning of year 20,603 16,316 4,287
Net Position - end of year $ 28,180 $ 20,603 $ 7,577

While the Statement of Net Position shows the change in financial position, the Statements of
Revenues, Expenditures, and Changes in Net Position provides answers as to the nature and source
of these changes.

OPERATING REVENUES

The Authority's operating revenues decreased by $2.05 million to $38.389 million in 2020, as
compared to a $588,300 increase to $40.438 million in 2019. Overall waste tonnage decreased in
2020, and in total was approximately 4.4% less than 2019. The decrease in operating revenues was
primarily due to a decrease in waste tonnage for Type 10 commerical and municipal waste because
of the COVID-19 Pandemic. Overall for 2020, approximately 66% of total waste tons collected were
dumped at the Resource Recovery Facility.

OPERATING EXPENSES

Total operating expenses, including depreciation and amortization, decreased by $2.40 million to
$32.643 miillion in 2020, as compared to an approximate $899 increase to $35.045 million in 2019.
The decrease is primarily due to a decrease in-the gate fees charged by the waste processing
facilities as a result of less tonnage in 2020 than 2019.
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ESSEX COUNTY UTILITIES AUTHORITY'S CHANGES IN NET POSITION

NONOPERATING INCOME AND EXPENSES

In 2020, total non-operating income Increased by approximately $2.6 million. The increase in non-
operating income is primarily due to the Authority receiving local subsidies and donations from Essex
County of approximately $2.8 million in 2020 compared to 80,000 in 2019 to help with the 2018 Water
Notes that were paid in full in October of 2020. Non-operating expenses decreased by approximately
$359,000 in 2020, which is due to a decrease in interest expense attributable to the repayment of the
current maturities of the bonds payable.

The following table reflects the comparative solid waste collection in tons:

Amount %
2020 2019 Increase Increase
Source Tonnage  _Tonnage (Decrease) (Decrease)

Tipping Fee Revenue Type 10 Resource Recovery
Subtotal 361,754 376,814 (15,060) -4.00%
Tipping Fee Revenue Type 13 Bulk Waste Transfer Station
Subtotal 129,910 128,546 1,364 1.06%
Tipping Fee Revenue Commercial Type 10 Transfer Station
Subtotal 56,139 67,572 (11,433)  -16.92%
Total for all Facilities 547,803 572,932 (25,129)  -4.39%

Essex County disposed of 547,803 tons of solid waste in 2020 at two (2) designated facilities compared
to 572,932 tons in 2019, representing an decrease of 25,129 tons. The decrease in tons is the result of
an decrease in Type 10 municipal/commercial waste due to the COVID-19 Pandemic.

NET POSITION

The Authority's net position as of December 31, 2020, is a surplus of approximately $28.180 million.
Total assets and deferred outflows of resources of $51.958 million exceeded liabilities of $23.778
million. In December 31, 2019, assets and deferred outflows exceeded liabilities by approximately
$20.603 million. Therefore, in 2020 the Authority's net position increased by approximately $7.577
million. This compares to an increase in net position of $4.287 million in 2019.

(7)



ESSEX COUNTY UTILITIES AUTHORITY'S NET POSITION

BUDGETARY HIGHLIGHTS
The Authority prepares and submits an annual operating budget to the State of New Jersey, which
approves the budgets for adoption by the Authority prior to the beginning of the fiscal year. The
following table provides a 2020 combined budget to actual comparison for both solid waste and water

systems:
2020 COMBINED BUDGET vs. ACTUAL
($000's)
Variance
Favorable
Budget Actual (Unfavorable)
Revenues:
Operating revenues S 46,086 $ 38,377 S (7,709)
Other operating revenue - 12 12
Non-operating revenues 2,274 3,547 1,273
Total Revenues 48,360 41,936 (6,424)
Operating Appropriations:
Personnel and other 475 469 6
Administration and other 1,020 640 380
Cost of providing service:
Solid waste 37,187 29,818 7,369
Water 19 23 (4)
Total Operating Appropriations 38,701 30,950 7,751
Non-Operating Appropriations:
Debt service 10,015 8,522 1,493
Amortization/depreciation expense 5,144 2,501 2,643
Accumulated deficit - water 71 - 71
Total Non-Operating Appropriations 15,230 11,023 4,207
Total Operating and
Non-Operating Appropriations 53,931 41,973 11,958
Deficit - Budgetary Basis $ (5,571 § 37) $ 5,534

The revenue shortfall of $6.424 million against the annual budget is primarily the result of less tonnage
in 2020 than budgeted.

The revenue needed to meet solid waste budget requirements is collected from solid waste tipping
fees. Revenue needed for water budget requirements is collected from water service fees charged.

The shortfall in the solid waste operating expense is the result of less tonnage in 2020 than budgeted.
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ESSEX COUNTY UTILITIES AUTHORITY'S NET POSITION

DEBT ADMINISTRATION

The Authority has, in the past, issued Bond Anticipation Notes to finance improvements and additions to the
solid waste system. In April 2009, the Authority issued $52,240,000 Solid Waste System Revenue Refunding
Bonds (Series 2009) to refinance the $53,340,000 Tax Exempt Series 1999A Solid Waste System Revenue
Bonds at interest rates ranging from 2.5% to 5.0%.

The Authority has, in the past, issued Bond Anticipation Notes to finance improvements and additions to the
water system. In November 2008, the Authority issued $6,250,000 Water System Project Notes (Series
2008) to refinance the $6,250,000 Water System Project Notes (Series 2007) at interest rate of 2.59%. These
notes matured on November 12, 2010, and were refinanced by the issuance of the $6,250,000 Water System
Project Notes (Series 2010). The Series 2010 notes matured on November 9, 2012, and were refinanced
with another set of $6,250,000 Water Project Notes (Series 2012). The Series 2012 notes bear interest at
rate of 2% and matured on November 7, 2014. The authority repaid principal of $625,000 and refinanced
the remaining $5,625,000 with Series 2014 notes (Series 2014), which bear interest at 3% and mature on
November 4, 2016. The authority repaid principal of $1,125,000 and refinanced the remaining $4,500,000
with Series 2016 notes (Series 2016), which bear interest at 2% and mature on November 2, 2018. In
October 2018 the authority repaid principal of $1,800,000 and refinanced the remaining $2,700,000 with
Series 2018 notes (Series 2018), which bear interest at 3% and mature on October 29, 2020. In October of
2020 the Series 2018 notes were paid in full.

Revenue bonds outstanding at December 31, 2020, amounted to $16,300,000. Included in this amount are
the 2006 B series refunding bonds, the 2009 series refunding bonds, and the 2016 series refunding bonds.
On December 15, 2016, the Authority issued $7,145,000 series 2016 refunding bonds to advance refund
maturities of the outstanding 2006 A series refunding bond. More detailed information about the
Authority's long-term debt liabilities is presented in Note 9 of the financial statements. The Authority's long-
term debt decreased by $7,615,000, resulting from scheduled maturities during the fiscal year, the
maturities were as follows:

2020 2019
Series 2006B - Taxable - Refunding Revenue Bonds $ 1,050,000 S 995,000
Series 2009 - Tax Exempt - Refunding Revenue Bonds 5,370,000 5,115,000
Series 2016 - Tax Exempt - Refunding Revenue Bonds 1,195,000 1,160,000

$ 7,615,000 $ 7,270,000

ECONOMIC FACTORS, FUTURE YEARS' BUDGETS AND RATES

The Commissioners and management of the Authority consider many factors when preparing each year's
budget and service charges. Two of the main factors are growth in the Authority's system and new
regulations issued by the State and Federal governments. In addition, the market conditions, disposal needs
and available capacity are influential in the decision-making process.

The future fluctuations of the County's disposal needs will continue to challenge the Authority. Actual
tonnage levels have increased from the prior years. The increase in tons is the result of an increase in
municipal/commercial waste as the economy continues to improve, an increase in government enforcement
preventing haulers from disposing of waste outside of Authority's facilities, and pursuing the waste
violators.

In connection with the normal conduct of the Authority's business, it could be from time to time involved in
various claims and litigation, the results of which may result in positive or negative affects on the financial
statements.
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ESSEX COUNTY UTILITIES AUTHORITY
STATEMENTS OF NET POSITION
DECEMBER 31, 2020 AND 2019

ASSETS
DECEMBER 31, 2020
Solid 2019
Waste Water Total Total
UNRESTRICTED ASSETS:
Cash and equivalents $ 8,080,979 S 8,075 S 8,089,054 $ 7,753,865
Accounts receivable 4,682,991 - 4,682,991 5,474,892
TOTAL UNRESTRICTED ASSETS 12,763,970 8,075 12,772,045 13,228,757
RESTRICTED ASSETS:
Debt service account:
Cash and investments 5,519,940 - 5,519,940 5,484,620
Deposits:
Cash 5,012,851 - 5,012,851 5,002,576
TOTAL RESTRICTED ASSETS 10,532,791 - 10,532,791 10,487,196
NONCURRENT ASSETS:
Capital Assets:
Property and equipment, net of
depreciation 7,664 165,380 173,044 353,357
Contractual rights, net of amortization 9,254,937 - 9,254,937 10,063,572
Deferred charges, net of amortization 19,192,675 - 19,192,675 20,704,696
TOTAL NONCURRENT ASSETS 28,455,276 165,380 28,620,656 31,121,625
TOTAL ASSETS 51,752,037 173,455 51,925,492 54,837,578
DEFERRED OUTFLOWS OF RESOURCES
Defeasance of debt costs 32,047 - 32,047 64,093
TOTAL ASSETS AND DEFERRED OUTFLOWS
OF RESOURCES $ 51,784,084 S 173,455 $ 51,957,539 $ 54,901,671

The accompanying notes are an integral part of these financial statements.
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ESSEX COUNTY UTILITIES AUTHORITY
STATEMENTS OF NET POSITION
DECEMBER 31, 2020 AND 2019

LIABILITIES AND NET POSITION

DECEMBER 31, 2020
Solid 2019
Waste Water Total Total
CURRENT LIABILITIES PAYABLE FROM
UNRESTRICTED ASSETS:

Accounts payable and accrued expenses $ 4,740,860 § 142,537 S 4,883,397 S 5,302,698

Due to Essex County for payroll and benefits 713,432 - 713,432 668,605

Prepaid tipping revenue 1,662,185 - 1,662,185 1,319,026

TOTAL CURRENT LIABILITIES PAYABLE
FROM UNRESTRICTED ASSETS 7,116,477 142,537 7,259,014 7,290,329
CURRENT LIABILITIES PAYABLE FROM
RESTRICTED ASSETS:

Accrued interest 182,105 - 182,105 289,328

Bond anticipation notes payable - - - 2,700,000

Bonds payable 7,960,000 - 7,960,000 7,615,000

TOTAL CURRENT LIABILITIES PAYABLE
FROM RESTRICTED ASSETS 8,142,105 - 8,142,105 10,604,328
NON-CURRENT LIABILITIES PAYABLE
FROM RESRICTED ASSETS:

Bonds payable, net 8,376,495 - 8,376,495 16,404,568
TOTAL LIABILITIES 23,635,077 142,537 23,777,614 34,299,225
NET POSITION:

Invested in capital assets, net of related debt 22,683,619 165,380 22,848,999 14,953,346
Unrestricted 5,465,388 (134,462) 5,330,926 5,649,100
TOTAL NET POSITION 28,149,007 30,918 28,179,925 20,602,446
TOTAL LIABILITIES AND NET POSITION $ 51,784,084 $ 173,455 $51,957,539 $54,901,671

The accompanying notes are an integral part of these financial statements.
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ESSEX COUNTY UTILITIES AUTHORITY
STATEMENTS OF REVENUES, EXPENDITURES, AND CHANGES IN NET POSITION
YEARS ENDED DECEMBER 31, 2020 AND 2019

DECEMBER 31, 2020
Solid 2019
Waste Water Total Total
OPERATING REVENUES:
User charges:
Tipping fees $ 38,363,922 - $ 38,363,922 $ 40,366,199
Service fees - 12,954 12,954 1,623
Interest income 12,271 26 12,297 69,957
TOTAL OPERATING REVENUES 38,376,193 12,980 38,389,173 40,437,779
OPERATING EXPENSES:
Administration 1,109,350 - 1,109,350 1,101,353
Operating and maintenance 29,818,188 22,565 29,840,753 31,376,190
Depreciation 6,737 174,000 180,737 182,132
Amortization 1,512,022 - 1,512,022 2,384,394
TOTAL OPERATING EXPENSES 32,446,297 196,565 32,642,862 35,044,069
OPERATING INCOME (LOSS) 5,929,896 (183,585) 5,746,311 5,393,710
NON-OPERATING REVENUE {(EXPENSES):
Interest income - restricted 22,354 - 22,354 189,673
Other income 744,500 - 744,500 698,578
Local subsidies and donations - 2,779,536 2,779,536 80,095
Amortization of contractual rights (808,635) - (808,635) (808,635)
Interest expense (839,312) (67,275) (906,587) (1,266,694)
TOTAL NON-OPERATING
REVENUE (EXPENSES) (881,093) 2,712,261 1,831,168 (1,106,983)
CHANGES IN NET POSITION 5,048,803 2,528,676 7,577,479 4,286,727
NET POSITION - beginning of year 23,100,204 (2,497,758) 20,602,446 16,315,719

NET POSITION - end of year

$ 28,149,007

30,918 $ 28,179,925

$ 20,602,446

The accompanying notes are an integral part of these financial statements.
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ESSEX COUNTY UTILITIES AUTHORITY
STATEMENTS OF CASH FLOWS - UNRESTRICTED AND RESTRICTED FUNDS
YEARS ENDED DECEMBER 31, 2020 AND 2019

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from:
Hauler's tipping fees
Service fees
Interest earned
Other
Payments to employees
Payments to suppliers

NET CASH PROVIDED BY {USED BY)
OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Other revenue
Interest on investments
Purchase of equipment

NET CASH PROVIDED BY INVESTING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Redemption of Series 2018 Water Notes
Local subsidies and donations
Principal payment on bonds
Interest paid on bonds, loans and notes

NET CASH USED BY CAPITAL AND
RELATED FINANCING ACTIVITIES

NET CHANGE IN CASH AND EQUIVALENTS

CASH AND EQUIVALENTS - beginning

CASH AND EQUIVALENTS - ending

DECEMBER 31, 2020
Solid 2019
Waste Water Total Total
$ 39,456,628 S - S 39,456,628 $ 39,689,390
- 13,744 13,744 3,748
12,271 26 12,297 69,957
41,563 - 41,563 (96,419)
(733,281) - (733,281) (445,542)
(30,568,731) (22,565) (30,591,296) {31,777,455)
8,208,450 (8,795) 8,199,655 7,443,679
744,500 - 744,500 698,578
22,354 - 22,354 189,673
(424) - {424) -
766,430 - 766,430 888,251
- {2,700,000) (2,700,000) -
- 2,779,536 2,779,536 80,095
{7,615,000) - (7,615,000) (7,270,000)
(969,062) (80,775} {1,049,837) (1,411,610)
(8,584,062) (1,239) (8,585,301) (8,601,515)
390,818 (10,034) 380,784 (269,585)
18,222,952 18,109 18,241,061 18,510,646
18,613,770 ] 8,075 $ 18,621,845 $ 18,241,061

The accompanying notes are an integral part of these financial statements.
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ESSEX COUNTY UTILITIES AUTHORITY
STATEMENTS OF CASH FLOWS - UNRESTRICTED AND RESTRICTED FUNDS
YEARS ENDED DECEMBER 31, 2020 AND 2019

RECONCILIATION TO STATEMENTS OF NET POSITION:

Current assets
Restricted assets

RECONCILIATION OF OPERATING INCOME (LOSS)

TO NET CASH PROVIDED BY OPERATING ACTIVITIES:

Operating income (loss)
Adjustments to reconcile operating income {loss)
to net cash from operating activities:
Depreciation
Amortization of deferred charges
(Increase) decrease in:
Accounts receivable
Increase {decrease) in:
Accounts payable and accrued expenses
Prepaid tipping fees

NET CASH PROVIDED BY (USED BY)
OPERATING ACTIVITIES

DECEMBER 31, 2020

Solid 2019

Waste Water Total Total
$ 8,080,979 S 8,075 $ 8,089,054 $ 7,753,865
10,532,791 - 10,532,791 10,487,196
$ 18,613,770 $ 8,075 $ 18,621,845 $ 18,241,061
$ 5,929,896 $ (183,585) $ 5,746,311 $ 5,393,710
6,737 174,000 180,737 182,132
1,512,022 - 1,512,022 2,384,394
791,110 791 791,901 {752,965)
(374,474) (1) (374,475) 254,547
343,159 - 343,159 (18,139)
$ 8,208,450 $ (8,795) S 8,199,655 $ 7,443,679

The accompanying notes are an integral part of these financial statements.
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ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 1 - GENERAL

Pursuant to the provisions of the Solid Waste Management Act, constituting Chapter 39 of the
Pamphlet Laws of 1970, of the State of New Jersey and the rules and regulations promulgated
thereunder, the County of Essex (“County”) has been designated as a solid waste management
district. In accordance with the provisions of the aforementioned act, a Solid Waste
Management Plan was developed for the County of Essex which included a solid waste transfer
station, waste-to-energy facility, out-of-state landfill disposal and miscellaneous recycling
programs and activities. The County of Essex, Division of Solid Waste Management has
heretofore managed the system which was funded by user charges, County budget
appropriations and certain other County advances.

An ordinance adopted by the Board of Chosen Freeholders on July 1, 1992, effective July 22,
1992, created the Essex County Utilities Authority (the Authority) under the provisions of
N.).S.A. 40:14B-1 et seq., 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 to provide waste management services previously managed and
implemented by the County. It has the responsibility for the development and implementation
of a program for the management, control and disposal of all solid waste generated within the
geographic boundaries of the County in an environmentally sound manner. These activities are
accounted for under the heading “Solid Waste.”

The assumption of all services, liabilities and other contractual agreements by the Authority
from the County of Essex was effective as of July 22, 1992.

The ordinance adopted July 1, 1992, creating the Authority was amended on October 8, 1997.
The amendment determined that the Authority acquire, construct, maintain and operate the
County of Essex existing wellfield and distribution system which serves the County. These
activities are accounted for under the heading "Water".

For financial reporting purposes, the Authority is a component unit of the County of Essex, State
of New Jersey. There are no component units included in the accompanying statements.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Financial Statements

The term “measurement focus” is used to denote what is being measured and reported in the
Authority's operating statement. The Authority is accounted for on the flow of economic
resources measurement focus. The fundamental objective of the focus is to measure whether
the Authority is better or worse off economically as a result of events and transactions of the
period.

The term basis of accounting is used to determine when a transaction is recognized on the
Authority's operating statement. The Authority uses the full accrual basis of accounting. Under
this basis, revenues are recorded when earned and expenses are recorded when incurred, even
though actual payment or receipt may not occur until after the period ends.
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ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Grants
Contributions received from various sources as grants are recorded in the period received.
Donated assets are recorded at fair market value at the date of the gift.

Pension Plan

Substantially all employees participate in the Public Employees' Retirement System (PERS). The
Division of Pensions within the Treasury Department of the State of New lersey is the
administrator of the funds and charges the County of Essex who in turn 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 plan provides retirement, annual cost of living adjustments, and death benefits to plan
members and beneficiaries. The plan is a cost sharing multiple employer defined benefit plan.
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, Division of Pensions. Currently, the PERS has
suspended cost of living adjustments.

Covered employees are required by State Statute to contribute 7.50% of their salary to the plan.
In addition, annually the PERS bills the County of Essex, and the County bills the Authority at an
actuarially determinable rate for its required contribution.

The contribution requirements of plan members and the Authority are established and may be
amended by the Board of Trustees of the plan. All required contributions were made.

Compensated Absences

The Authority permits employees to accrue unused vacation and sick pay, which may be taken
as time off or paid upon retirement at an agreed upon rate. Accumulated vacation and the
portion of sick leave eligible to be paid to employees upon retirement is not considered material
and is expensed in the year of occurrence.

Capital Assets

Capital assets, which include property, plant, equipment and infrastructure assets, are reported
at cost, less accumulated depreciation.

Depreciation is provided for property owned by the Authority using the straight-line method.

Depreciation expense was $180,737 and $182,132 in 2020 and 2019, respectively.

The cost of property, plant and equipment is depreciated over estimated useful lives ranging
from 5 to 30 years.
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ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Capital Assets (Continued)
Capital assets activity for the year ended December 31, 2020, was as follows:

Beginning Ending
Balance Increases Decreases Balance
Solid Waste:
Office equipment $ 287891 S - S - $ 287,891
Computer equipment 174,033 424 - 174,457
Transportation equipment 21,823 - - 21,823
Total 483,747 424 - 484,171
Less: Accumulated depreciation 469,770 6,737 - 476,507
Net Solid Waste $ 13977 § (6,313) S - $ 7,664
Water Infrastructure:
Capital Assets being depreciated $ 6051531 § - $ - $ 6,051,531
Less: Accumulated depreciation 5,712,151 174,000 - 5,886,151
Net Water System $ 33938 S (174,0000 S - $ 165,380
Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make 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. Estimates are used for, but not
limited to, depreciation and amortization expense, and contingencies. Actual results could
differ from those estimates.

Restricted Accounts

In accordance with the 1999 Bond Resolution {as amended and supplemented), the Authority
has established the following cash and investment accounts for the deposit and/or transfer, in
the priority of the order listed, of all moneys received by the Authority:

Account Amount Use for Which Received

Construction Proceeds of Debt Issued Construction costs of the projects
and transfers to meet minimum
levels in the bond service account
and/or bond reserve account.

Bond Amount needed to pay matured Principal and interest on bonds.
principal and interest.
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ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash Equivalents
The Authority considers the highly liquid investments with original maturities of three (3)
months or less when purchased to be cash equivalents.

Accounts Receivable

Receivables include amounts due from municipalities and private haulers for the transportation
of solid waste. The Authority requires all private haulers to maintain a deposit with the
Authority, these cash deposits are presented on the statement of net position as prepaid tipping
fees. Municipalities approve these contracts and the yearly charge by adopting the amounts
into their budgets, and setting up an encumbrance for those charges. Receivables are
considered past due at 150 days. The Authority believes that an allowance for doubtful
accounts is not necessary, due to the prepaid tipping fees by the private haulers, and the
encumbrances of the charges by the municipalities. Historically, the management of the
Authority has not written off any accounts receivable.

Deferred Outflows of Resources

The Authority reports decreases in net position that relate to future periods as deferred
outflows of resources in a separate section of its statement of net position. The separate
financial statement element represents a consumption of net position that applies to future
periods and will not be recognized as an expense or expenditure until then. The only deferred
outflow of resources reported in the financial statements is deferred amounts arising from the
refunding of the Authority’s Solid Waste bonds in previous years. This deferred refunding
amount is being amortized over the remaining life of the refunding bonds as part of interest
expense, and will decrease the invested in capital assets, net of related debt category of net
position.

Fund Balance
A net position of $30,918 exists in the Water fund resulting from local subsidies and donations
for the maturity of the 2018 water notes that were paid in full in October of 2020.

in 2011, the Authority internally designated $545,000 of the proceeds received from the sale of
the building in Verona to offset future repayments of its debt labilities. The Authority’s
outstanding bond obligations are scheduled to mature in 2022. In 2020 and 2019, $52,173 was
appropriated for such specified purposes.

Operating Revenues and Expenses

The Authority considers revenues from user charges and interest income to be operating
revenues. Operating expenses include tipping fees and related charges, general and
administrative expenses, and depreciation and amortization of deferred charges.

Spending Policy

The Authority has a revenue spending policy that provides policy for programs with multiple
revenue sources. Expenditures will be spent from restricted funds first, followed by assigned,
and then unassigned fund balances.

Funds are committed and assigned through formal approval from the Committee of
Commissioners.
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ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fair Value Hierarchy

Fair value is defined as the exchange price that would be received for an asset or paid to transfer
a liability {an exit price) in the principal or most advantageous market for the asset or liability in
an orderly transaction between market participants on the measurement date. FASB ASC 820-
10 - Fair Value Measurements establishes a fair value hierarchy, which requires an entity to
maximize the use of observable inputs and minimize the use of unobservable inputs when
measuring fair value. The standard describes three levels of inputs that may be used to measure
fair value:

Level 1: Quoted prices in active markets for identical assets or liabilities. Level 1
assets and liabilities include debt and equity securities that are traded in an active
exchange market, as well as U.S. Treasury securities.

Level 2: Observable inputs other than Level 1 prices such as quoted prices for
similar assets or liabilities; quoted prices in markets that are not active; or other
inputs that are observable or can be corroborated by observable market data for
substantially the full term of the assets or liabilities. Level 2 assets and liabilities
include debt securities with quoted market prices that are traded less frequently
than exchange-traded instruments. This category generally includes certain U.S.
Government and agency mortgage-backed debt securities, corporate-debt
securities and alternative investments.

Level 3: Unobservable inputs that are supported by little or no market activity and
that are significant to the fair value of the asset or liabilities. Level 3 assets and
liabilities include financial instruments whose value is determined using pricing
models, discounted cash flow methodologies, or similar techniques, as well as
instruments for which the determination of fair value requires significant
management judgment or estimation. This category generally includes certain
private debt and equity instruments and alternative investments.

Fair value estimates are made at a specific point in time, based on available market information
and judgments about the financial asset, including estimates of timing, amount of expected
future cash flows and the credit standing of the issuer. In some cases, the fair value estimates
cannot be substantiated by comparison to independent markets. In addition, the disclosed fair
value may not be realized in the immediate settlement of the financial asset. In addition, the
disclosed fair values do not reflect any premium or discount that could result from offering for
sale at one time an entire holding of a particular financial asset. Potential taxes and other
expenses that would be incurred in an actual sale or settlement are not reflected in amounts
disclosed.
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ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Recent Accounting Pronouncements

GASB issued statement No.87 "Leases". The primary objective of this Statement is to increase
the usefulness of governments' financial statements by requiring reporting of certain lease
liabilities that currently are not reported. It will enhance comparability of financial statements
among governments by requiring lessees and lessors to report leases under a single model. This
Statement also will enhance the decision-usefulness of the information provided to financial
statement users by requiring notes to financial statements related to the timing, significance,
and purpose of a government's leasing arrangements. The Statement will become effective for
the Authority in 2022. Management has not yet determined the impact of this Statement on
the financial statements.

GASB issued statement No. 92 “Omnibus 2020”. The objectives of this Statement are to
enhance comparability in accounting and financial reporting and to improve the consistency of
authoritative literature by addressing practice issues that have been identified during
implementation and application of certain GASB Statements. This Statement addresses a variety
of topics and includes specific provisions. The Statement will become effective for the Authority
in 2022. Management has not yet determined the impact of this Statement on the financial
statements.

Subsequent Events
The Authority has evaluated subsequent events through April 19, 2021, which is the date the
financial statements were available to be issued.

NOTE 3 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Compliance with Financial Related Legal and Contractual Provisions
The management of the Authority is not aware of any material violations of finance related to
legal and contractual provisions.

Legal Compliance - Budgets

New Jersey Budget Law requires that all funds have legally adopted budgets and appropriations.
Total expenditures for each fund may not exceed the amount appropriated. Appropriations for
a fund may be increased provided they are offset by unanticipated revenues. All appropriations
lapse at the end of each fiscal year to the extent that they have not been expended or
encumbered. Authorization to transfer budgeted amounts between programs and/or
departments within any fund and reallocation of budget line items within any program and/or
department rests with the Authority's Board of Commissioners.

The accompanying Statement of Revenues, Expenditures, and Changes in Net Position and the
Schedule of Revenues and Expenditures - Budget and Actual have been prepared on a legally
prescribed basis of accounting, which differs from GAAP. Note 15 "Reconciliation of Budgetary
Basis and GAAP" has been prepared to identify these revenue and expenditure differences for
governmental activities.
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ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 3 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY {Continued)

The Authority's budget is prepared for its funds on the modified accrual basis of accounting.
Annual appropriated budgets are adopted for all general and enterprise type funds. Any
material modification within the adopted budget cannot be made by Board of Commissioners
without the Division of Local Government Services approval.

NOTE 4 - CASH AND CASH EQUIVALENTS

New Jersey statutes permit the deposit of public funds in institutions located in New Jersey,
which are insured by the Federal Deposit Insurance Corporation {FDIC), the Savings Association
Insurance Fund (SAIF), or by other agencies of the United States that insures deposits or the
State of New Jersey Cash Management Fund.

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

The market value of the collateral must equal five (5%) percent of the average
daily balance of public funds; or

If the public funds deposited exceed seventy-five (75%) percent of the capital
funds of the depository, the depository must provide collateral having a market
value equal to one hundred (100%) percent of the amount exceeding seventy-
five (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. The Authority has complied with all statutes and regulations
applicable to deposits and investments.

At December 31, 2020 and 2019, cash and cash equivalents of the Authority consisted of the

following:
2020 2019
Money Market and Checking $18,621,845 $18,241,061

The carrying amount of the Authority's cash and cash equivalents at December 31, 2020 and
2019, was $18,621,845 and $18,241,061, respectively. The bank balance at December 31, 2020
and 2019, was $18,805,222 and $18,874,357, respectively.

Cash equivalents include money market funds, cash management funds or certificates of
deposit with maturity dates of less than three (3) months. Cash equivalents are stated at cost,
which approximates market. Cash equivalents were held by the Authority's Trustee in the
Authority's name.
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ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 5 — RISK CONCENTRATIONS

Custadial Credit Risk

This is the risk that in the event of the failure of the counterparty (e.g. broker-dealer) to a
transaction, an authority will not be able to recover the value of its investment or collateral
securities that are in the possession of another party. The Authority does not have a policy for
custodial credit risk. Federal depository insurance and New Jersey's Governmental Unit Deposit
Protection Act mitigate this risk.

interest Rate Risk

This is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of
its fair value to changes in market interest rates. The Authority's investment policy does not
include limits on investment maturities as a means of managing its exposure to fair value losses
arising from increasing interest rates.

Concentrations
The Authority's policy is to maintain a diversified portfolio to minimize the risk of loss resulting
from over concentration of assets in a specific maturity.

COVID-19 Pandemic

The extent of the impact of the COVID-19 pandemic on financial performance will depend on
future developments, including the duration and spread of the outbreak and related advisories
and restrictions on the financial markets and the overall economy. If the local and overall global
economy continues to be impacted, future operating results may be materially adversely
affected.

NOTE 6 - CONTRACTUAL RIGHTS

A resource recovery facility has been constructed by the Port Authority of New York and New
Jersey and the American Ref Fuel Company for the purpose of disposal of solid waste. On
February 28, 1986, the County of Essex executed an Amended and Restated County Service
Contract.

The County of Essex contractually agreed to pay the Port Authority the sum of $58,000,000 for
the right to use the facility. Animprovement authorization was adopted by the County of Essex
on May 13, 1987, in the sum of $48,000,000, which was funded by a loan obtained from the
State of New Jersey, Department of Environmental Protection and Energy. Loan proceeds in
the sum of $40,000,000 were advanced to the Port Authority and the additional liability in the
sum of $18,000,000 was to be paid over a period of twenty-one (21) years, however as of
December 31, 2005, the balance of this obligation has been fully liquidated. The resulting
contractual rights of $35,322,213 are being amortized on a straight-line basis over a period of
forty (40) years. Amortization charged to operations amounted to $808,635 for the years ended
December 31, 2020 and 2019. Accumulated amortization for the years ended December 31,
2020 and 2019, was $26,067,276 and $25,258,641, respectively.
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ESSEX COUNTY UTILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 7 - DEFERRED CHARGES

Upon formation of the Essex County Utilities Authority, the County of Essex contributed certain
assets with regard to its solid waste system with the intention at some future date to value
those assets and have the Authority compensate the County. During 2003, the Authority made
a payment of $16,500,000 to the County of Essex for those assets. This payment amount will
be amortized on a straight-line basis over a period of twenty-nine (29) years. Amortization
charged to operations amounted to $572,044 for the years ended December 31, 2020 and 2019.
Accumulated amortization for the years ended December 31, 2020 and 2019, amounted to

$9,635,469 and $9,063,426, respectively.

Deferred charges for the years ended December 31, 2020 and 2019, being amortized on the
straight-line or weighed average basis, consist of the following:

Estimated
2020 2019 Life
Solid Waste:
Prior excess costs in connection with
Essex County and Port Authority $ 13,274,966 $13,274,966 40 years
Asset purchase 16,500,000 16,500,000 29 years
Port Authority settlement 17,447,439 17,447,439 20 years
Procurement and other 2,274,693 2,274,693 Various
Litigation settlements 23,572,823 23,572,823 Various
Other 198,088 198,088 Various
Total 73,268,009 73,268,009
Less: Accumulated amortization 54,075,334 52,563,313
Net Solid Waste $19,192,675 $ 20,704,696
Water System:
Deferred charges $ 677,359 $ 677,359 Various
Less: Accumulated depreciation 677,359 677,359

Net Water System




ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 8 - SETTLEMENT PAYABLE

The Authority and the Port Authority of New York and New Jersey entered into a "Waste
Disposal Agreement” dated July 15, 1999. This Agreement was a result of a settlement of
litigation arising from past waste flow regulations being deemed unconstitutional within New
Jersey.

In accordance with this Agreement, the Authority paid $15,000,000 to the Port Authority upon
the issuance of the 1999 C and D Solid Waste Revenue Bonds. The Authority is also indebted to
the Port Authority for an additional $5,000,000 to be paid in annual instaliments of $500,000
for ten (10) years commencing in January 2009. The obligation was paid in full as of December
31, 2018.

Under the terms of the Waste Disposal Agreement, the Authority has guaranteed minimum and
maximum tonnage of acceptable refuse per year. The Agreement also sets forth the obligations
of both parties and service fees. Additional conditions under the Agreements ensure waste
tonnage guarantees with county waste generators, including municipalities and other public
institutions disposing of Essex County waste. Should the Authority be unable to deliver the
minimum tonnage on an annual basis, the Authority has the ability to mitigate the shortfall
through an agreement with a contractor delivering out-of-county waste. The initial term of
these Agreements are ten (10) years. During 2014, these agreements were extended for an
additional seven {7) years until January 31, 2022, and minimum tonnage requirements as
specified in prior agreements were removed. An escrow deposit was established to meet the
terms of this agreement relating to the timely remittance of service fees due to the Port
Authority. Moreover, a limited deficiency agreement with Essex County is in effect ensuring
sufficient funds are available to meet this obligation.

NOTE 9 - BOND ANTICIPATION NOTES PAYABLE

On November 13, 2008, the Authority issued $6,250,000 Water System Project Notes (Series
2008]) to refinance the $6,250,000 Water System Project Notes (Series 2007). Prior to maturity,
on November 10, 2010, the Authority issued 56,250,000 Water System Project Notes (Series
2010) to refinance the Series 2008 notes. On the issuance of the Series 2010 Notes, the
Authority received a premium of $62,500, which was amortized over the term of the Notes.
Upon maturity, the Series 2010 notes were refinanced with Series 2012 notes in the amount of
$6,250,000. The Authority received a premium of $136,563, which was amortized over the term
of the Notes. The Series 2012 notes matured in November 2014. The Authority repaid $625,000
and refinanced the remaining $5,625,000 balance with Series 2014 notes. A premium of
$248,344 was received, which will be amortized over the term of the Notes. Principal is payable
on November 4, 2016, and interest is payable annually at 3% on November 6, 2015 and at
maturity. The Series 2014 notes matured in November 2016. The Authority repaid principal of
$1,125,000 and refinanced the remaining $4,500,000 balance with Series 2016 notes. A
premium of $60,030 was received, which will be amortized over the term of the Notes. Principal
is payable on November 2, 2018, and interest is payable annually at 2%. In October 2018 the
authority repaid principal of $1,800,000 and refinanced the remaining $2,700,000 with Series
2018 notes (Series 2018}, which bear interest at 3% and mature on October 29, 2020. The Series
2018 notes were paid in full in October of 2020.
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ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 9 - BOND ANTICIPATION NOTES PAYABLE (Continued)

As further security on these notes, on December 15, 1997, the County of Essex and the Authority
entered into a "deficiency agreement" whereby the County has agreed to make up deficiencies
in revenues of the Authority so that the Authority will have sufficient funds to pay debt on these
notes when due and payable. Per this agreement, in 2020 the County contributed $2,779,536
to assist the Authority with the issuance of the Series 2018 Notes that matured and were paid
in full in October of 2020.

NOTE 10 - LONG-TERM DEBT

The Authority issues revenue bonds to provide funds for the acquisition and construction of
major capital facilities. Revenue bonds have been issued for various capital facilities.

On April 1, 1996, the Authority issued $63,685,000 of Solid Waste System Revenue Bonds as
approved by the State of New Jersey Division of Local Government Services on September 13,
1995. During March 1999, these bonds were defeased as a result of an "advanced refunding.”
Concurrently, the Authority issued $75,414,707 Solid Waste System Revenue Bonds, Tax
Exempt Series 1999A, of which $53,340,000 was defeased from the proceeds received from the
issuance of the Series 2009 Bonds.

On December 14, 1999, the Authority issued $29,755,000 of Solid Waste Revenue Bonds, Series
1999 C & D, the proceeds of which were used with the Port Authority litigation settlement.
These bonds were repaid in full from the proceeds received from the 2006 bond series.

On October 1, 2006, pursuant to the General Bond Resolution, the Authority issued $14,890,000
Solid Waste System Refunding Revenue Bonds, Tax Exempt Series 2006B. The Bonds were
issued to (1) advance refund certain maturities of the outstanding Series 1999C bonds and (2)
pay the costs of issuance of the Refunding Bonds.

On October 1, 2006, pursuant to the General Bond Resolution the Authority issued $12,030,000
Solid Waste Refunding Bonds Revenue Bonds, Taxable Series 2006A. The Bonds were issued to
(1) partly advance refund certain maturities of the outstanding Series 1999D - Tax Exempt Bonds
and (2) pay costs of issuance of the Refunding Bonds.

On April 1, 2009, pursuant to the General Bond Resolution, the Authority issued $52,240,000
Solid Waste System Refunding Revenue Bonds, Series 2009 — Tax Exempt Bonds. The bonds
were issued to (1) advance refund certain maturities of the outstanding Series 1999 A - Tax
Exempt Bonds and (2) pay costs of issuance of the refunding bonds.

On December 15, 2016, pursuant to the General Bond Resolution, the Authority issued
$7,145,000 Solid Waste System Refunding Revenue Bonds, Series 2016 — Tax Exempt Bonds.
The bonds were issued to (1) advance refund maturities of the outstanding Series 2006 A - Tax
Exempt Bonds and (2} pay costs of issuance of the refunding bonds. A bond premium of
$400,733 was received, which will be amortized over the term of the bond.
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ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 10 - LONG-TERM DEBT (Continued)

The bonds payable consist of the following:

2020 2019
Series 2006B - Taxable - Refunding Revenue Bonds,
remaining maturities between October 1, 2008 and
October 1, 2022, with interest ranging from 5.27%
to 5.58%, payable semi-annually. $ 2,285,000 $ 3,335,000
Series 2009 - Tax Exempt - Refunding Revenue
Bonds, remaining maturities between April 1, 2010
and April 1, 2022, with interest ranging from 2.50%
to 5.00%, payable semi-annually. 11,470,000 16,840,000
Series 2016 - Tax Exempt - Refunding Revenue
Bonds, remaining maturities between December
15, 2016 and October 1, 2022, with interest ranging
from 3.00% to 5.00%, payable semi-annually. 2,545,000 3,740,000
Total bonds payable 16,300,000 23,915,000
Plus: Unamortized bond premiums and
original issue discounts, net 36,495 104,568
Net bonds payable 16,336,495 24,019,568
Less: Current portion 7,960,000 7,615,000

£8376495 516,404,568

Annual debt service requirements to maturity are as follows:

Year ended
December 31, Principal Interest Total
2021 7,960,000 606,122 8,566,122
2022 8,340,000 251,882 8,591,882

$16,300,000 $ 858004  $17,158,004

(26)



ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 10 - LONG-TERM DEBT (Continued)

The County of Essex and the Authority have entered into a "deficiency agreement" whereby the
County shall be obligated to pay all unpaid principal and interest on these bonds should the
Authority have insufficient "solid waste service charges" to provide for the payment of principal
and interest.

The following changes occurred in bonds payable during the year:

Beginning 2020 2020 Ending
Balance Issued Maturities Balance
$23,915,000 s - $7,615,000 $16,300,000

The fair value of the revenue bonds payable is based upon current traded values of the
respective bonds, in accordance with Level Il of the fair value hierarchy.

Advance and Current Refundings

The Authority issued $26,920,000 in 2006 of Solid Waste System Refunding Revenue Bonds to
provide resources to defease certain 1999C Series and 1999D Series Revenue Bonds. The
proceeds were placed in an irrevocable trust invested in U.S. Government State and Local
Government Series securities and, along with earnings thereon, will be adequate to pay interest
and redeem principal of the $19,975,000 1999 Series C refunded bonds and the $10,420,000
1999 Series D refunded bonds. As a result, the refunded bonds are considered defeased and
the liability has been removed from the Statement of Net Position. This advance refunding was
undertaken to reduce total debt service payments by $1,193,323 on a net present value basis.
The reacquisition price exceeded the net carrying amount of the defeased debt by $1,068,189.
This amount is shown as a Deferred Outflow of Resources in the Statement of Net Position and
amortized over the life of the new bonds which is equal to the remaining life of the defeased
bonds. The remaining unamortized balance at December 31, 2020 and 2019 is $32,047 and
$64,093, respectively. At December 31, 2020, the outstanding balance of the defeased debt is
$4,810,000.

The Authority issued $52,240,000 in 2009 of Solid Waste System Refunding Revenue Bonds to
provide resources to defease certain 1999A Series Revenue Bonds. The proceeds were placed
in an irrevocable trust invested in U.S. Government, State and Local Government Series
securities and, along with earnings thereon, will be adequate to pay interest and redeem
principal of the $53,340,000 1999 Series A refunded bonds. As a result, the refunded bonds are
considered defeased and the liability has been removed from the Statement of Net Position.
This advance refunding was undertaken to reduce total debt service payments by $655,403 on
a net present value basis. The carrying amount exceeded the net reacquisition price of the
defeased debt by $528,871. This amount is shown as a Deferred Outflow of Resources in the
Statement of Net Position and amortized over the life of the new bonds which is equal to the
remaining life of the defeased bonds. At December 31, 2020, the outstanding balance of the
defeased debt is $11,905,000.
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ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 10 - LONG-TERM DEBT {Continued)

The Authority issued $7,145,000 in 2016 of Solid Waste System Refunding Revenue Bonds to
provide resources to defease certain 2006A Series Revenue Bonds. The proceeds were placed
in an irrevocable trust invested in U.S. Government State and Local Government Series
securities and, along with earnings thereon, will be adequate to pay interest and redeem
principal of the $7,340,000 2006 Series A refunded bonds. As a result, the refunded bonds are
considered defeased and the liability has been removed from the Statement of Net Position.
This advance refunding was undertaken to reduce total debt service payments by $248,721 on
a net present value basis. At December 31, 2020 the outstanding balance of the defeased debt
is $2,645,000.

NOTE 11 - LETTER OF CREDIT

By resolution adopted January 16, 2003, the Authority has provided a Bond Reserve Credit
Facility in substitution for monies on deposit in the Bond Reserve Account and, upon providing
such Bond Reserve Credit Facility, the monies on deposit in the Bond Reserve Account will be
available to satisfy any other obligation of the Authority.

The Authority has obtained the Bond Reserve Credit Facility from TD Bank and such Bond
Reserve Credit Facility will be provided in accordance with the terms of a "Letter of Credit and
Reimbursement Agreement” in the amount of $11,395,715 dated March 3, 2003.

Subsequent to obtaining the Standby Irrevocable Letter of Credit, the $11,395,715 was
transferred to the County of Essex as part of the additional payment made to the County for
the initial transfer of the solid waste system upon formation of the Authority (See Note 6).

In addition, on October 1, 2006, the Authority has provided a Bond Reserve Credit Facility in
substitution of the monies being deposited in the Bond Reserve Account in connection with the
issuance of the Series 2006A and 20068B Bonds.

NOTE 12 - CONTINGENT LIABILITIES
Amounts received from grantor agencies are subject to audit and adjustment by grantor

agencies. Any audit resulting in disallowed costs may constitute a liability. The Authority is
unaware of any such liabilities.
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ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 13 - COMMITMENTS

On January 1, 2011, the Authority moved its administrative offices to Newark, New Jersey, and
signed a twenty (20) year lease agreement with the County of Essex. Minimum annual rent
under the lease is as follows: Years 1 - 10 $43,200; Years 11 - 15 $47,520, and Years 16 - 20
$49,888. In addition to minimum rent, in year 1 of the lease, the Authority will pay annual rent
of $28,480 as a reimbursement for operating expenses and utilities related to the leased
premise, and $16,237 for the use of ten (10) parking spaces. The additional rent will increase
at a rate of 3% per year commencing with the second year of the lease term.

The Authority records rent when paid, which is not in accordance with accounting principles
generally accepted in the United States of America (GAAP). GAAP requires that rent be
recorded on a straight-line basis over the life of the lease. Differences are deemed to be
immaterial to the financial statements as a whole.

Total rent expense for the years ended December 31, 2020 and 2019, was $102,077 and
$100,008, respectively.

Future minimum rent commitments for the years ending December 31, are as follows:

2021 $107,646
2022 109,452
2023 111,310
2024 113,221
2025 115,184

On November 17, 2015, the Authority entered into a five {(5) year agreement with Waste
Management of New Jersey, Inc. to dispose of Type 13 Bulky Waste beginning January 1, 2016.

In October 2012, the Authority renewed its contract with Waste Management of New Jersey,
Inc. to use their facility to dispose of Type 10 Commercial Waste. The contract expired on
December 31, 2015, and was renewed for an additional five (5) year period.

NOTE 14 - RELATED PARTY TRANSACTIONS

Essex County pays payroll and employee benefits on behalf of the Authority. The Authority will
periodically reimburse Essex County for the amount of money which is owed to Essex County.
For the periods ended December 31, 2020 and 2019, the Authority owed to Essex County the
amounts of $713,432 and $668,605, respectively. For the periods ended December 31, 2020
and 2019, the Authority paid to Essex County the amounts of $692,318 and $460,354 for payroll
and related costs, respectively.
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ESSEX COUNTY UTILITIES AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 14 - RELATED PARTY TRANSACTIONS (Continued)

The Authority uses County Police Force, Department of Public Works, and other employees for
its annual recycling events held in the spring and fall. Amounts paid to Essex County for these
personnel and services were $66,226 and $104,060 for the years ended December 31, 2020
and 2019, respectively.

As described in Note 12, the Authority leases its office space from the County of Essex.
NOTE 15 - MAJOR CUSTOMERS

For the year ended December 31, 2020, two (2) customers accounted for sixty-seven (67%)
percent of the accounts receivable balance due from haulers. One (1) customer accounted for
fifteen (15%) percent of tipping fee operating revenue.

For the year ended December 31, 2019, two (2) customers accounted for seventy-two (73%)
percent of the accounts receivable balance due from haulers. One {1) customer accounted for
seventeen (17%) percent of tipping fee operating revenue.

NOTE 16 - RECONCILIATION OF BUDGETARY BASIS AND GAAP

The accompanying "Schedule of Revenues and Expenditures - Budget and Actual for the Year
Ended December 31, 2020" presents comparisons of the legally adopted budget with actual data
on a budgetary basis. Because accounting principles applied for purposes of developing data
on a budgetary basis differ significantly from those used to present financial statements in
conformity with generally accepted accounting principles, a reconciliation of resultant basis,
timing, perspective and entity differences in excess (deficiency) of revenues and other sources
of financial resources over expenditures and other uses of financial resources for the year ended
December 31, 2020, is presented below:

Solid Waste Water
Surplus (Deficit) - Budgetary Basis $(2,566,197) $2,528,676
Adjustments to reconcile to GAAP Basis:
Payment of bonds 7,615,000 -
Increase (decrease) in Net Position - GAAP Basis $5,048,803 52,528,676
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REVENUES:
Operating revenues:
User charges
Other operating revenue

Total Operating Revenues

Non-operating revenues:
Local subsidies and donations
Grants and entitlements
Interest income - operating and restricted
Other

Total non-operating revenues

TOTAL REVENUES

APPROPRIATIONS:
Operating appropriations:
Administration:
Salary and wages
Fringe benefits
Other expenses

Cost of providing services:
Other expenses

Principal payments on debt
service in lieu of depreciation

Total operating appropriations

Nonoperating appropriations:
Other reserves
Interest on debt
Accumulated deficit

Total non-operating appropriations

TOTAL OPERATING AND
NONOPERATING APPROPRIATIONS

SURPLUS/(DEFICIT) - BUDGETARY BASIS

ESSEX COUNTY UTILITIES AUTHORITY
(A COMPONENT UNIT OF THE COUNTY OF ESSEX)

SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
YEAR ENDED DECEMBER 31, 2020

Solid Waste Water
Variance Variance
Original/Final Favorable Original/Final Favorable
Budget Actual {Unfavorable} Budget Actual {Unfavorable)
$ 46,067,500 $ 38,363,922 $ (7,703,578) 17,800 $ 12,954 (4,846)
- 12,271 12,271 - 26 26
46,067,500 38,376,193 {7,691,307) 17,800 12,980 {4,820)
- - - 1,647,185 2,779,536 1,132,351
450,000 648,000 198,000 - - -
85,000 22,354 (62,646) - - .
62,173 96,500 34,327 30,015 - {30,015)
597,173 766,854 169,681 1,677,200 2,779,536 1,102,336
46,664,673 39,143,047 {7,521,626) 1,695,000 2,792,516 1,097,516
475,000 469,053 5,947 - - -
235,000 268,093 {33,093) - - -
785,000 372,204 412,796 - - -
1,495,000 1,108,350 385,650 - - -
37,186,750 29,818,188 7,368,562 19,000 22,565 {3,565)
7,615,000 7,615,000 - 1,350,000 - 1,350,000
46,296,750 38,542,538 7,754,212 1,369,000 22,565 1,346,435
4,970,000 2,327,394 2,642,606 174,000 174,000 -
969,062 839,312 129,750 81,000 67,275 13,725
. - - 71,000 - 71,000
5,939,062 3,166,706 2,772,356 326,000 241,275 84,725
52,235,812 41,709,244 10,526,568 1,695,000 263,840 1,431,160
$ {5,571,139) $ (2,566,197) $ 3,004,942 - $ 2,528,676 2,528,676

See Independent Auditors' Report.
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ESSEX COUNTY UTILITIES AUTHORITY
(A COMPONENT UNIT OF THE COUNTY OF ESSEX)
SCHEDULE OF EXPENDITURES OF STATE FINANCIAL ASSISTANCE
YEAR ENDED DECEMBER 31, 2020

State Program
Account Program Grant Current Year Total
Grantor/Pass-Through/Program Title Number Amount Period Disbursements  Disbursements
New Jersey Department of Environmental
Protection - Division of Solid and
Hazardous Waste:
2020 REA Tax Fund County Entitlement Grant 4910-100-042-4910-224-VREF-6010 $ 648,000 1/1/20-6/30/21 $ 648,000 S 648,000

See Independent Auditors' Report.
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BEDERSON:

ACCOUNTANTS & ADVISORS

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

The Honorable Chairman and

Authority Commissioners
Essex County Utilities Authority
Newark, New Jersey

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States and audit requirements as prescribed by the Bureau of Authority
Regulations, Division of Local Government Services, Department of Community Affairs, State of New Jersey, the
statements of net position of the business-type activities of the Essex County Utilities Authority as of December
31, 2020 and 2019, and the related statements of revenues, expenditures, 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
Essex County Utilities Authority’s basic financial statements, and have issued our report thereon dated April 19,
2021.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Essex County 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 Essex County Utilities Authority’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Essex County 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. 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 the internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control 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.

100 Passaic Avenue, Suite 310, Fairfield, New Jersey 07004
973.736.3333 - www.bederson.com
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Essex 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 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 and audit requirements as prescribed in Bureau of Authority Regulations, Division
of Local Government Services, Department of Community Affairs, State of New Jersey.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an 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.

“Padogochdhf

Fairfield, New Jersey
April 19, 2021
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ESSEX COUNTY UTILITIES AUTHORITY
SCHEDULE OF FINDINGS, QUESTIONED COSTS, AND RECOMMENDATIONS
YEAR ENDED DECEMBER 31, 2020

None
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ESSEX COUNTY UTILITIES AUTHORITY
STATUS OF PRIOR YEAR FINDINGS
YEAR ENDED DECEMBER 31, 2020

No findings in prior year.
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ESSEX COUNTY UTILITIES AUTHORITY
ROSTER OF OFFICIALS FOR 2020

CONTACTING THE AUTHORITY

This financial report is designed to provide our customers and creditors with a general overview of the
Authority's finances and to demonstrate the Authority's accountability for the fees it receives. If you have
any questions about this report or need additional information, contact the Essex County Utilities
Authority, Leroy F. Smith, Jr. Public Safety Building, 60 Nelson Place, 6 Floor, Newark, NJ 07102,

Board of Commissioners

Nicholas A. Grieco Chairman

Caren Freyer Vice Chair

Victor A. Afanador Secretary

Joseph S. Tyrrell Treasurer

Jessica F. Battaglia Commissioner

Quinzell R. McKenzie Commissioner

Louis J. Stanzione Commissioner

Elmer J. Hermann, Jr. Acting Executive Director
Bethany O'Toole Chief Financial Officer
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