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Government Structure and Services

The Authority currently is governed by a nine-member board, three of whom are appointed by resolution
of the City Council of Hoboken, two by resolution of the Board of Commissioners of the City of Union
City, two by resolution of the Township Council of Weehawken and two by resolution of the Board of
Commissioners of West New York. Members are appointed for terms of five years.

The Authority was created for the purpose of, among other things, acquiring, constructing, maintaining
and operating facilities for the treatment, purification and disposal of sewage and other wastes. The
Authority's overriding mission is to safeguard the local waterways while operating a cost-efficient,
streamlined regional wastewater treatment plant system. The Authority services the City of Hoboken, the
City of Union City, the Township of Weehawken and the Township of West New York.

Internal Accounting Controls

Management of the Authority is responsible for establishing and maintaining an adequate internal control
structure. In developing and evaluating the Authority's accounting system, consideration is given to the
adequacy of internal accounting controls. Internal accounting controls are designed to provide
reasonable, but not absolute, assurance regarding (1) the safeguarding of assets against loss from
unauthorized use or disposition, and (2) the reliability of financial records for preparing financial
statements and maintaining accountability for assets. The concept of reasonable assurance recognizes that
the cost of controls should not exceed the benefits expected to be derived. All internal control evaluations
occur within the above framework. We believe the Authority's internal accounting controls adequately
safeguard assets and provide reasonable assurance for the proper recording of financial transactions.

Basis of Accounting

The Authority's accounting records are maintained on an accrual basis and in accordance with GAAP, as
promulgated by the Governmental Accounting Standards Board (GASB). The Authority is a self-
supporting entity and follows enterprise fund reporting; accordingly, the financial statements are
presented using the economic resources measurement focus and the accrual basis of accounting.

Annual Budget

The annual budget serves as the foundation for the Authority's financial planning and control.
Management prepares a proposed budget, which is presented to the Authority's Finance Committee for
review and approval. Prior to adoption by the Authority's Board of Commissioners, these budgets are
reviewed and approved by the State of New Jersey Division of Local Government Services.

Debt Administration

At January 31, 2010, the Authority's outstanding debt issues included $227,483,769.70 of sewer revenue
and refunding bonds, a $37,750,000 note, and loans from the State of New Jersey Environmental
Infrastructure Trust with a total outstanding of $84,643,362.14.

Economic Condition and Outlook

The Authority services the Cities of Hoboken and Union City and the Township of Weehawken and West
New York, all of which are located in Northern Hudson County. This area is experiencing a period of
economic stability. Its proximity to employment centers in New York City and northern New Jersey
contribute towards maintaining a stable outlook.
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GARBARINI & CO. P.C.
Certified Public Accountants

Division Avenue and Route 17 S.
P.O. Box 362 - Carlstadt, N.J. O7072
(201) 933-5566

INDEPENDENT AUDITOR’S REPORT

The Honorable Chairman and Commissioners
The North Hudson Sewerage Authority
County of Hudson

Hoboken, New Jersey 07030

We have audited the accompanying statement of net assets of the North Hudson Sewerage Authority
(“The Authority”) and the related statements of revenues, expenses and changes in net assets and cash
flows, as of and for the fiscal years ended January 31, 2010 and 2009, as listed in the table of contents.
These financial statements are the responsibility of the Authority’s management. Our responsibility is to
express an opinion 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, and the audit requirements prescribed by the
Division of Local Government Services, Department of Community Affairs, State of New Jersey. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s
internal control over financial reporting. Accordingly, we express no such opinion on the Authority’s
internal control over financial reporting. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Authority as of January 31, 2010 and 2009 and the change in net assets and its
cash flows for the fiscal years then ended, in conformity with the accounting principles generally
accepted in the United States of America.



In accordance with Government Auditing Standards, we have also issued our report dated April 20,
2010, on our consideration of the Authority’s internal control over financial reporting and 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 internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of
our audit.

Management’s Discussion and Analysis is not a required part of the financial statements but is
supplementary information required by accounting principles generally accepted in the United States of
America. This supplementary information is the responsibility of the Authority’s management. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurements and presentation of the required supplementary information. However, we did
not audit the information and express no opinion on it.

Our audit was performed for the purpose of forming an opinion on the financial statement of the
Authority. The accompanying schedules of expenditures of federal awards and state financial awards are
presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and New Jersey
OMB’s Circular 04-04, Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid
respectively, and are not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole. In addition, the information included as supplementary information is presented for purposes of
additional analysis as required by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey and is not a required part of the basic financial statements. The introductory
section, financial schedules and statistical section have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on them.

Paul C. Garbarini

Paul C. Garbarini, CPA
Registered Municipal Accountant
No. 120

Garbarini e Co.

Garbarini & Co. P.C. CPA’s
Registered Municipal Accountants

April 20, 2010
Carlstadt, New Jersey



THE NORTH HUDSON SEWERAGE AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JANUARY 31, 2010

This section of the North Hudson Sewerage Authority’s (‘the Authority”) annual financial report presents
our discussion and analysis of the Authority’s financial performance during the fiscal year ended January
31, 2010. It is to be read in conjunction with the Authority’s financial statements and accompanying
notes.

OVERVIEW OF THE FINANCIAL STATEMENTS
The Authority is a self-supporting entity and follows enterprise fund reporting; accordingly, the financial
statements are presented using the economic resources measurement focus and the accrual basis of
accounting. Enterprise fund statements offer short and long-term financial information about the
activities and operations of the Authority. These statements are presented in a manner similar to a private
business.

FINANCIAL HIGHLIGHTS

The following data highlights the Authority’s finances for the year ended January 31, 2010.

o Total Net Assets increased: $ 3,326,391.33 or 5%
e Cash and Investments increased: $ 22,728,166.63 or 83%
e Net Property, Plant & Equipment increased: $ 2,653,2285.96 or 1%
o Deferred Connection Fee Reserve decreased: $ (1,564,372.34) or -100%
e Operating Revenues decreased: $ (1,660,551.54) or -4%
e Operating Expenses increased: $ 1,504,275.88 or 8%
e Operating Income decreased: $ (3,164,827.42) or -15%
e Non-Operating Revenue decreased: $ (1,316,476.64) or -99%
¢ Non-Operating Expense decreased: $ (3,553,146.43) or -20%



THE NORTH HUDSON SEWERAGE AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JANUARY 31, 2010

FINANCIAL ANALYSIS OF THE AUTHORITY

The following table summarizes the changes in assets, liabilities and net assets for the fiscal years ended

January 31, 2010, 2009 and 2008:

Unrestricted Assets

Restricted Assets

Net Property, Plant & Equipment
Other Assets

Total Assets

Current Liabilities
Long-Term Liabilities

Total Liabilities

Net Assets:
Invested in Capital Assets
Restricted
Unrestricted

Total Net Assets

2010 2009 2008

$20,123,385.21 $20,761,092.01 $26,389,841.36
87,051,817.72 76,932,954.12 51,639,987.01
306,798,468.13 304,145,182.17 299,835,184.71

4,840,437.99 4,582,076.66 4,994,642.76
$418,814,109.05 $406,421,304.96 $382,859,655.84
$17,458,613.28 $19,193,343.17 $22,687,493.43
331,356,452.20 320,555,309.55 297,754,059.13
$348,815,065.48 $339,748,652.72 $320,441,552.56
$46,116,274.75 $38,209,402.00 $24,384,946.32
6,461,341.44 6,536,605.87 5,209,454.66
17,421,427.38 21,926,644.37 32,823,702.30
$69,999,043.57 $66,672,652.24 $62,418,103.28

The Authority’s restricted assets increased as a result of the 2009 NJEIT loan in the amount of
$11,218,500 offset by continued expenditures for capital assets, and the 2009 note payable in the amount
of $37,750,000 offset by expenditures for the 2009 bond defeasance. Current liabilities decreased due to
realizing as revenue the amount previously recorded as deferred connection fees. Long-term liabilities
increased due to bond principal payments netted with the 2009 NJEIT loan and the 2009 note payable.



THE NORTH HUDSON SEWERAGE AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JANUARY 31, 2010

FINANCIAL ANALYSIS OF THE AUTHORITY (Continued)

Operating Activities - The Authority charges a user fee for sewerage treatment and disposal, and a
connection fee for connection to its sewer system. User rates per 1,000 gallons for the year ended
January 31, 2010, 2009 and 2008 were $6.41, $5.78 and $5.58, respectively. The fee for connection to
the Authority’s sewer system is a statutory calculation.

The following table summarizes the changes in revenues, expenses and net assets for the fiscal years

ended January 31, 2010, 2009 and 2008:

Operating Revenue
User Charges
Connection Fees
Other Income

Total Operating Revenue

Operating Expenses
Cost of Providing Services
General and Administrative
Depreciation Expense
Bad Debt Expense

Total Operating Expenses
Operating Income

Non-Operating Revenue
Grant Revenue
Other Revenue

Total Non-Operating Revenue

Non-Operating Expenses
Amortization Expense
Interest Expense

Total Non-Operating Expense

Change in Net Assets
Unrestricted/Restricted

2010

2009

2008

33,947,393.66

31,947,811.81

30,226,577.27

3,157,398.59 6,471,642.99 4,233,524.88
233,062.08 578,951.07 1,546,897.61
37,337,854.33 38,998,405.87 36,006,999.76

12,882,872.45
2,139,871.03
3,868,822.31
565,311.59

10,817,664.13
3,402,548.19
3,732,389.18

10,008,657.60
2,945,905.02
3,522,155.70

19,456,877.38

17,952,601.50

16,476,718.32

17,880,976.95 21,045,804.37 19,530,281.44
1,284,386.00 0.00

10,674.57 42,765.21 117,166.44
10,674.57 1,327,151.21 117,166.44
2,014,344.05 617,385.73 636,510.46
12,550,916.14 17,501,020.89 17,414,215.53
14,565,260.19 18,118,406.62 18,050,725.99

$3,326,391.33

$4,254,548.96

$1,596,721.89
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CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

THE NORTH HUDSON SEWERAGE AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JANUARY 31, 2010

- The Authority, in fulfilling its mission to provide facilities for the treatment,

purification and disposal of sewage and other wastes within the cities and towns of Hoboken, Union City,
Weehawken and West New York, has invested its resources in sewerage treatment plants, infrastructure

and other necessary equipment.

The following table summarizes the changes in capital assets for the fiscal years ended January 31, 2010

and 2009:

Easement

Plants

Main Lines

Pump Stations
Office Equipment

Trucks and Vehicles

Less:

Accumulated Depreciation
and Amortization

Net Property, Plant & Equipment

Land
Work in Progress

Total Net Property, Plant and Equipment

Increase/

2010 2009 (Decrease)
950,000.00 950,000.00 0.00
182,843,709.64 178,353,968.16 4,489,741.48
93,588,605.76 90,642,272.93 2,946,332.83
9,002,384.87 8,383,405.87 618,979.00
195,474.87 195,474.87 0.00
550,691.04 317,907.00 232,784.04
287,130,866.18 278,843,028.83 8,287,837.35
(45,169,251.54) (41,287,762.56) (3,881,488.98)
$241,961,614.64 $237,555,266.27 $4,406,348.37
$58,534,862.59 $58,534,862.59 $0.00
6,301,990.90 8,055,053.31 (1,753,062.41)
$306,798,468.13 $304,145,182.17 $2,653,285.96

Additions to net assets during the year ended January 31, 2010 consisted mostly of improvements to the

Authority’s treatment plants, main lines, pumping stations and outfalls.
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THE NORTH HUDSON SEWERAGE AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JANUARY 31, 2010

CAPITAL ASSETS AND DEBT ADMINISTRATION (Continued)

Capital Debt - At year end, the Authority had $227,483,769.70 of bond principal outstanding, a
$37,750,000 note payable, and $84,643,362.14 of New Jersey Environmental Infrastructure Trust loans
payable. More detailed information about the Authority’s capital debt is presented in Note 5 to the

financial statements.

The following table summarizes the changes in capital debt for the fiscal years ended January 31, 2010

and 2009:

Bonds Payable
Note Payable
Loan Payable

Total Bonds and Loans Payable

NEW BUSINESS

Increase/
2010 2009 (Decrease)
$227,483,769.70 $235,216,621.45 ($7,732,851.75)
$37,750,000.00 $37,750,000.00
$84,643,362.14 $96,177,966.17 ($11,534,604.03)
$349,877,131.84 $331,394,587.62 $18,482,544.22

In February 2010, the Authority set a new sewer user rate of $6.73 per 1,000 gallons.

ORGANIZATIONAL CHART

NHSA Commissioners

Executive Director/ Authority Engineer

| Busingss Manaoer

Billing Assistants

Assistant Business Manager

Administrative Assistant

CONTACTING THE AUTHORITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide Hoboken, Union City, Weehawken and West New York
citizens and taxpayers, and our customers, clients, investors and creditors, with a general overview of the
Authority’s finances and to demonstrate the Authority’s accountability for the appropriations and grants
that it receives. If you have questions about this report or need additional financial information, you may
contact the Authority’s Executive Director or Chief Financial Officer at 1600 Adams Street, Hoboken,
New Jersey 07030 or at (201) 963-6043.
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THE NORTH HUDSON SEWERAGE AUTHORITY
STATEMENT OF NET ASSETS

ASSETS

Unrestricted Assets:
Cash and Cash Equivalents
Investments
Accrued Interest
Prepaid Expenses
Accounts Receivable - net of allowance

Total Unrestricted Assets

Temporarily Restricted Assets:
Cash and Cash Equivalents
Investments
Accrued Interest Receivable
Due From Infrastructure Trust Fund

Total Temporarily Restricted Assets

Net Property, Plant and Equipment
Land
Construction in Progress
Property , Plant and Equipment
(Net of accumulated depreciation
$ 45,169,251.55 and $41,287,762.56)

Total Net Property, Plant and Equipment

Other Assets
Unamortized Cost of Issuance (Net)
Unamortized Debt Discount (Net)

Total Other Assets

TOTAL ASSETS

FOR THE YEARS ENDED

January 31, 2010

EXHIBIT A

January 31, 2009

$2,313,385.07 $4,207,024.66
6,957,941.08 6,612,554.18
546.52 3,220.13
902,977.13 862,625.88
9,948,535.41 9,075,667.16
20,123,385.21 20,761,092.01
4,405,295.96 4,691,939.53
36,330,674.91 11,767,612.02
902.85 5,660.57
46,314,944.00 60,467,742.00
87,051,817.72 76,932,954.12
58,534,862.59 58,534,862.59
6,301,990.90 8,055,053.31
241,961,614.64 237,555,266.27

306,798,468.13

304,145,182.17

4,470,278.64 4,182,708.53
370,159.35 399,368.13
4,840,437.99 4,582,076.66
$418,814,109.05 $406,421,304.96

The notes to the financial statements are an integral part of these statements.
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THE NORTH HUDSON SEWERAGE AUTHORITY

STATEMENT OF NET ASSETS
FOR THE YEARS ENDED

LIABILITIES AND NET ASSETS

Current Liabilities from Unrestricted Assets:
Accounts Payable and Accrued Expenses
Deferred Revenue- Connection Fees
Overpayments of Sewer Fees

Total Current Liabilities from Unrestricted Assets

Current Liabilities from Restricted Assets:
Bonds Payable
Accrued Interest Payable
Construction Contracts Payable

Total Current Liabilities from Restricted Assets
Total Current Liabilities
Long Term Portion of Liabilities

Note Payable

Bonds and Infrastructure Loans Payable
Total Liabilities
Net Assets:

Invested in Capital Assets, Net of related debt

Restricted - Other
Unrestricted

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

January 31, 2010

EXHIBIT A

January 31, 2009

$515,395.35 $244,785.69
1,564,372.34
205,220.45 211,553.51
720,615.80 2,020,711.54
11,170,030.02 11,039,278.07
5,287,116.89 5,832,232.85
280,850.57 301,120.71
16,737,997.48 17,172,631.63
17,458,613.28 19,193,343.17
37,750,000.00
293,606,452.20 320,555,309.55
331,356,452.20 320,555,309.55
348,815,065.48 339,748,652.72
46,116,274.75 38,209,402.00
6,461,341.44 6,536,605.87
17,421,427.38 21,926,644.37
69,999,043.57 66,672,652.24
$418,814,109.05 $406,421,304.96

The notes to the financial statements are an integral part of these statements.
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THE NORTH HUDSON SEWERAGE AUTHORITY
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
RESTRICTED AND UNRESTRICTED

EXHIBIT B
January 31, 2010 January 31, 2009
Unrestricted Restricted Jan. 31, 2010 Unrestricted Restricted Jan. 31, 2009
Operating Revenues/Transfers:
User Charges $33,947,393.66 $33,947,393.66 $30,466,260.47 $30,466,260.47
Other Income/Interest 233,062.08 233,062.08 2,060,502.41 2,060,502.41
Connection Fees From Deferred Revenue 3,157,398.59 3,157,398.59 6,471,642.99 6,471,642.99
Total Revenues and Transfers 37,337,854.33 0.00 37,337,854.33 38,998,405.87 0.00 38,998,405.87
Operating Expenses/Transfers:
Costs of Providing Services 12,882,872.45 12,882,872.45 10,817,664.13 10,817,664.13
Depreciation Expenses 3,868,822.31 3,868,822.31 3,732,389.18 3,732,389.18
General and Administrative 2,139,871.03 2,139,871.03 3,402,548.19 3,402,548.19
Bad Debt Expense 565,311.59 565,311.59
Total Expenses and Transfers 19,456,877.38 0.00 19,456,877.38 17,952,601.50 0.00 17,952,601.50
Operating Income 17,880,976.95 0.00 17,880,976.95 21,045,804.37 0.00 21,045,804.37
Non-Operating Revenue/(Expense):
Interest - Restricted 10,674.57 10,674.57 42,765.21 42,765.21
Grant Revenue 0.00 1,284,386.00 1,284,386.00
Reallocation of Grant Revenue to Invested
In Capital Assets 85,939.00 (85,939.00) 0.00
Interest Expense (12,550,916.14) (12,550,916.14) (17,501,020.89) (17,501,020.89)
Amortization of Easement (12,666.67) (12,666.67) (12,666.67) (12,666.67)
Amortization of Deferred Expenses (2,001,677.38) (2,001,677.38) (604,719.06) (604,719.06)
Total Non-Operating Revenue/(Expense) (14,479,321.19) (75,264.43) (14,554,585.62) (18,118,406.62) 1,327,151.21 (16,791,255.41)
Change in Net Assets 3,401,655.76 (75,264.43) 3,326,391.33 2,927,397.75 1,327,151.21 4,254,548.96
Net Assets Beginning of Year 60,136,046.37 6,536,605.87 66,672,652.24 57,208,648.62 5,209,454.66 62,418,103.28
Net Assets, End of Year $63,537,702.13 $6,461,341.44 $69,999,043.57 $60,136,046.37 $6,536,605.87 $66,672,652.24
Invested in Capital Assets, Net of Related Debt 46,116,274.75 $46,116,274.75 38,209,402.00 $38,209,402.00
Restricted - Other 6,461,341.44 6,461,341.44 6,536,605.87 6,536,605.87
Unrestricted 17,421,427.38 17,421,427.38 21,926,644.37 21,926,644.37
$63,537,702.13 $6,461,341.44 $69,999,043.57 $60,136,046.37 $6,536,605.87 $66,672,652.24

The notes to the financial statements are an integral part of these statements.
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THE NORTH HUDSON SEWERAGE AUTHORITY

STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED

Cash Flows from Operating Activities:

Cash Received from User Collections

Cash Received from Overpayments of User Fees
Cash Received from Misc.

Cash Received for Deferred Connection Fees
Cash Payments for Goods and Services

Cash Payments for Employees and Taxes

Cash Payments for Prepaid Expenses

Cash Payments for Accounts Payable

Cash Payments for Refunds - User Charges

January 31, 2010

EXHIBIT C

January 31, 2009

Net Cash Provided\(Used) by Operating Activities

Cash Flows from Non-Capital Financing Activities:

Transfer from Other Funds - Unrestricted
Transfer from Other Funds - Restricted

Transfer to Other Funds - Unrestricted
Transfer to Other Funds - Restricted

Net Cash Provided\(Used) by Non-Capital Financing Activities

Cash Flows from Capital and Related Financing Activities:
Acquisition and Construction of Capital Assets
Payments for Capital Assets Accounts Payable
Note Proceeds
Transfer From Escrow for Deafeasance

Defeased Debt

Transfer to Defeased Escrow Account

Principal Paid on Bonds

Principal Paid on Infrastructure Loans

Interest Paid on Bonds and Notes

Costs of Issuance

Infrastructure Loan/ Trust/ Grant Reimbursements

Net Cash Provided\(Used) by Capital and Related Financing Activities

Cash Flows from Investing Activities:
Investment/Interest Income - Unrestricted
Investment/Interest Income - Restricted
Investment/Interest Income Deferred

Net Cash Provided\(Used) by Investing Activities

Net Increase\(Decrease) in Cash and Cash Equivalents/Investments

Cash and Cash Equivalents/Investments at Beginning of Year

$30,747,299.87 $31,419,314.88
205,220.45 211,553.51
44,327.74 13,714.92
3,157,398.59 2,450,000.00
(13,147,022.52) (11,409,091.70)
(477,518.08) (764,286.73)
(902,977.13) (862,625.88)
(244,785.69) (224,647.08)
(13,310.90) (88,230.14)
19,368,632.33 20,745,701.78
43,116,342.70 47,701,281.23
23,693,179.01 37,574,669.31
(52,351,089.90) (62,914,854.79)
(14,458,431.81) (22,361,095.75)
0.00 0.00
(6,253,924.37) (7,753,932.60)
(301,120.71) (467,502.71)
37,531,000.00
11,201,432.00
(11,201,432.00)
(11,606,430.25)
(2,600,000.00) (7,719,386.75)
(3,712,282.48) (3,004,288.48)
(12,900,890.44) (17,152,986.62)
(809,134.38)
3,801,792.00 4,406,855.00
3,149,009.37 (31,691,242.16)
199,850.36 632,250.53
10,674.57 42,765.21
186,861.23
210,524.93 861,876.97
22,728,166.63 (10,083,663.41)
27,279,130.39 37,362,793.80

Cash and Cash Equivalents/Investments at End of Year

$50,007,297.02

$27,279,130.39

The notes to the financial statements are an integral part of these statements.
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THE NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

1. Authorizing Legislation and Bond Resolution

The North Hudson Sewerage Authority (“the Authority”) is a political subdivision and public body
corporate and politic of the State of New Jersey. It was established pursuant to the Sewerage
Authorities Law of New Jersey, constituting Chapter 138 of the Pamphlet Laws of 1946 of the State
of New Jersey as amended and supplemented. The Local Finance Board approved the creation of the
Authority in November 1987. The Authority was created pursuant to the Act as the Hoboken, Union
City, and Weehawken Sewerage Authority by parallel ordinances of the City of Hoboken, the City of
Union City, and the Township of Weehawken dated January 6, 1988, February 16, 1988 and
December 15, 1988. Upon issuance of the Series 1996 Bonds and the acquisition of the West New
York System, the Authority was renamed “The North Hudson Sewerage Authority”.

The Authority has the right, power and authority to acquire, use and hold all real and personal
property, and make and perform all contracts, and take proper or necessary action to design, finance,
construct, acquire and operate its system of sewers, treatment plants and other plants and structures.

On April 24, 1989, the Board of Commissioners of the Authority adopted the General Bond
Resolution, as amended and supplemented. These resolutions gave the Authority the ability to issue
Sewer Revenue Bonds. On August 24, 1989, the Commissioners of the Authority authorized the sale
of sewer revenue bonds (Series 1989) in the amount of $124,998,335.80. The purpose of the sewer
revenue bonds (Series 1989) was to provide the funds necessary to acquire and improve certain
existing sewer assets of the City of Hoboken, the City of Union City and the Township of
Weehawken, New Jersey and the construction of a secondary sewerage treatment facility.

On October 1, 1992 the Authority sold sewer revenue bonds in the amount of $131,883,251.85. The
purpose of the sewer revenue bonds (Series 1992) is to provide funds necessary to establish an
Escrow Fund with the Trustee for the Series 1989 bonds for the purpose of defeasing
$112,960,000.00 aggregate principal amount of the Authority’s $124,998,335.80 sewer revenue
bonds (Series 1989), and make an initial deposit into the rate stabilization account within the General
Fund. Pay expenses incidental to the issuance and delivery of the bonds. On July 1, 2009 and July 1,
2010 the remaining principal and interest of the Series 1992 Bonds will be defeased in the amount of
$8,525,000.00 and $8,525,000.00 respectively.

In 1996, the Authority adopted a new General Bond Resolution and changed the name from the
Hoboken-Union City-Weehawken Sewerage Authority to the North Hudson Sewerage
Authority.

On October 15, 1996 the Authority sold sewer revenue bonds in the amount of $104,945,000.00. The
purpose of the sewer revenue bonds (Series 1996) is to provide funds necessary to acquire all of the
existing wastewater conveyance and treatment facilities (West New York System) of West New York
and the Town of West New York Municipal Utilities Authority (the “West New York MUA”), to
make certain improvements to the Authority’s existing and acquired wastewater conveyance and
treatment facilities.
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THE NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

1. Authorizing Legislation and Bond Resolution (Continued)

On April 19, 2001, the Authority sold sewer revenue bonds in the amount of $24,536,733.00. The
purpose of the sewer revenue bonds (Series 2001 A) was to provide funds necessary to defease the
remaining $9,913,208.00 aggregate principal amount of the Authority’s $124,998,335.80 sewer
revenue bonds (Series 1989). $23,723,234.61 was deposited in the Defeasance Escrow Fund to pay
expenses incidental to the issuance and delivery of the bonds. The issuance expenses that were paid
directly from the bond proceeds were $813,498.39.

On November 27, 2001, the Authority sold sewer revenue bonds in the amount of $36,705,000.00,
(Series 2001 B, C). The proceeds refunded notes, capitalized interest, additional $15,000,000 in new
capital improvements and repairs, and certain cost of issuance. The 2001 C Bonds had an original
issue discount of $155,639.85. On December 18, 2004 the series 2001 B bonds were remarketed in
order to convert from weekly to monthly interest mode with additional costs of issuance of
$224,009.39. On June 1, 2007, the series 2001 B bonds were remarketed again in the amount of
$21,840,000, with costs of issuance of $95,235.50 and a premium of $210,871.00. The 2001 B
Bonds were converted to a fixed rate. On July 1, 2009, July 1, 2010 and July 1, 2011 as portion of the
Series B,C Bonds are defeased in the principal amount of $765,000, $765,000, and $845,000
respectively. The interest defeasance is $62,833, $102,031.50, & $21,296 respectively.

On May 3, 2002, the Authority sold sewer revenue refunding bonds (Series 2002 A) in the amount of
$68,715,000. The purpose of the sewer revenue refunding bonds was to provide funds necessary to
refund a portion ($68,025,000) of the Series 1992 Bonds. Pay certain costs of issuance of the Series
2004 A Bonds in the amount of $1,323,228.60. There was an original issue premium of
$2,520,622.85 on the Series 2002 A Bonds, which is being amortized over the life of the bonds.
Funds from the bond issue, $1,047,733.75 from Bond Service Fund, and $520,840 from the Bond
Reserve Fund totaling $71,480,968.00 were deposited into the Escrow Account to defease a portion
of the Series 1992 Bonds. . On July 1, 2009, July 1, 2010 and July 1, 2011 as portion of the Series
2002A Bonds are defeased in the principal amount of $155,000, $160,000, and $8,690,000
respectively. The interest defeasance is $442,100, $438,300, & $217,250 respectively.

On June 27, 2006, the Authority sold sewer revenue bonds (Series 2006A) in the amount of
$80,935,000. The purpose of the bonds was to provide necessary funding to pay off the Series 1996
Bonds in the amount of $80,940,000. There was an original issue premium of $1,216,737.50 which
is being amortized over the life of the bonds. . On July 1, 2009, July 1, 2010 and July 1, 2011 as
portion of the Series 2006A Bonds are defeased in the principal amount of $1,295,000, $2,645,000,
and $2,780,000 respectively. The interest defeasance is $318,806.25, $215,381.25, & $72,975
respectively.
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THE NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

2. Summary of Significant Accounting Policies

a. Accounting Principles

On August 26, 1983, the State of New Jersey enacted P.L. 1983, Chapter 313, providing for a State
review of the financial operations of local authorities. The responsibility for this review was given to
the Local Finance Board and the Division of Local Government Services of the Department of
Community Affairs (DCA). The GASB became the promulgator of standards of financial accounting
and reporting with respect to activities and transactions of state and local governmental entities.
GASB Statement No. 20 recognizes that the accounting and financial reporting activities of
Authorities are considered to be proprietary activities. In accordance with Statement No. 20, the
Authority has applied all GASB pronouncements, as well as the Financial Accounting Standards
Board (FASB) pronouncements that were issued prior to November 30, 1989. The Authority has
elected not to apply FASB pronouncements issued after that date unless they specifically have been
made applicable by the GASB.

b. Basis of Financial Statements

The financial statements of the Authority have been prepared on the accrual basis and in accordance
with generally accepted accounting principles as promulgated by Governmental Accounting
Standards Board (GASB) and applicable to enterprise funds of state and local governments.

Revenues are recognized in the accounting period when they become susceptible to accrual.
Expenditures, if measurable, are recognized in the accounting period in which the liability is incurred.

c. Cash and Cash Equivalents

In addition to cash, cash equivalents include investments in direct obligations of the U.S. Government
and certain U.S. Government Agencies that are stated at cost. Cash equivalents consist of short-term,
highly liquid investments, which are readily convertible into cash within ninety (90) days of
purchase. Restricted investments include all funds which are to be used for specific purposes other
than operating and general funds.

2010 2009
Unrestricted
Unrestricted cash $2,313,385.07 $4,207,024.66
Investments 6,957,941.08 6,612,554.18
Restricted
Restricted — cash/investments 40,735,970.87 16,459,551.55
Total cash and cash equivalents $50,007,297.02 $27,279,130.39
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THE NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

Summary of Significant Accounting Policies (Continued)

d. Investments

In accordance with the 1989 Bond Resolution, the Authority is permitted to make investments in
accordance with the Authorizing Bond Resolution, Article | Definition and Interpretation:
“Investment Obligation” as defined in Section #3, Pages 9, 10, and 11.

e. Deposits

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) or by any other agencies of the United
States that insure 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 percent of the average daily balance of
public funds.

- If the public funds deposited exceed 75 percent of the capital funds of the depository, the
depository must provide collateral having a market value equal to 100 percent of the amount
exceeding 75 percent.

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

All bank deposits as of January 31, 2010 and 2009 are entirely insured or collateralized by a collateral
pool maintained by public depositories as required by the Governmental Unit Deposit Protection Act.
In general, bank deposits are classified as to credit risk by the three categories described below:

Category 1 - Insured or collateralized with securities held by the Authority or by its agent in the
Authority’s name.

Category 2 - Collateralized with securities held by the pledging public depository’s trust
department or agent in the Authority’s name.

Category 3 - Un-collateralized, including any deposits that are collateralized with securities held
by the pledging public depository, or by its trust department or agent but not in the Authority’s
name.
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THE NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

2. Summary of Significant Accounting Policies (Continued)

e. Deposits (Continued)

At January 31, 2010, the Authority had the following cash and investments held by the custodial
banks:

Current Operating Accounts $9,271,326.15
Current Operating Reserve Account 3,353,957.28
Bond Reserve Account 2,477,915.31
Bond Service Account 5,149,736.89
Construction Account 348,182.88
TD Note Collateral Account 1,507,061.36
TD Note Custody Account 25,194,808.98
Renewal and Replacement Account 2,638,018.56
Deferred Revenue Account 66,289.61

$50,007,297.02

Additional cash on the balance sheets of trust funds:

Developer’s Escrow Account 925,663.50
Defeased Escrow Account 404,998.25
Unemployment Trust Account 33,408.15

$1,364,069.90

* Financial statements of trust funds are detailed in supplementary information
(pages 67 & 68).

The carrying amount of the Authority’s cash and cash equivalents at January 31, 2010 and 2009
respectively approximated $51,371,366.92 and $27,279,130.39. The bank balance at January 31,
2010 was $54,238,956.19. Of the bank balance, $500,000 was covered by FDIC (Category 1) and
$53,738,956.19 was covered by the state of New Jersey, Governmental Unit Deposit Protection Act
(Category 3).

Cash equivalents include money market funds and certificates of deposit with original maturity dates

of less than three 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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THE NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

2. Summary of Significant Accounting Policies (Continued)

e. Deposits (Continued)

In accordance with GASB Statement No. 40, Deposit and Investment Risk Disclosures, the Authority
has assessed the Custodial Credit Risk, the Concentration of Credit Risk, Credit Risk and Interest
Rate Risk of its Cash and Cash Equivalents and Investments.

Custodial Credit Risk — The Authority’s deposits are exposed to custodial credit risk if they are not
covered by depository insurance and the deposits are: uncollateralized, collateralized with securities
held by the pledging financial institution’s trust department or agent but not in the depository
government’s name. The deposit risk is that, in the event of the failure of a depository financial
institution, the Authority will not be able to recover deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The Authority’s investment securities are
exposed to custodial credit risk if the securities are uninsured, are not registered in the name of the
Authority’s and are held by either: the counterparty or the counterparty’s trust department or agent
but not in the Authority’s name. The investment risk is that, in the event of the failure of the
counterparty to a transaction, the Authority will not be able to recover the value of the investment or
collateral securities that are in the possession of an outside party.

At January 31, 2010, the Authority’s bank balance was not exposed to custodial credit risk since the
full amount was covered either by FDIC insurance or GUDPA. The Authority’s policy is based on
New Jersey Statutes requiring cash be deposited only in New Jersey based banking institutions that
participate in NJ GUDPA or in qualified investments established in N.J.S.A. 40A: 5-15.1.

f.  Investment

New Jersey Statutes permit the following investments for local funds:

= Bonds or other obligations of the United States of America or obligations guaranteed by the
United States of America.

= Government money market mutual funds.

= Any federal agency or instrumentality obligation authorized by Congress that matures within
397 days from the date of purchase, and has a fixed rate of interest not dependent on any
index or external factors.

= Bonds or other obligations of the local unit or school districts of which the local unit is a part.

= Any other obligations with maturities not exceeding 397 days, as permitted by the Division of
Investments.

= Local government investment pools, such as New Jersey CLASS, and the New Jersey
Arbitrage Rebate Management Program.
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THE NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

2. Summary of Significant Accounting Policies (Continued)

f.  Investment (Continued):
New Jersey Statutes permit the following investments for local funds (Continued):
= New Jersey State Cash Management Fund.
= Repurchase agreements of fully collateralized securities, subject to the following conditions:
1) the underlying securities are permitted investments 2) the custody of the collateral is
transferred to a third party 3) the maturity of the agreement is not more than 30 days 4) the
underlying securities are purchased through a GUDPA bank and 5) a master repurchase
agreement providing for the custody and security of collateral is executed.
= Obligations issued by the State and its agencies.
Any investments not purchased and redeemed directly from the issuer, government money market
mutual fund, local government investment pool, or the State of New Jersey Cash Management Fund,
must be purchased and redeemed through the use of a GUDPA approved bank or through a securities
broker-dealer which is registered with the New Jersey Bureau of Securities.

In general, investments are classified as to credit risk by the three categories described below:

Category 1 - Insured or registered, or securities held by the Authority or by its agent in the
Authority’s name.

Category 2 — Uninsured and unregistered, with securities held by the counter-party’s trust
department or agent in the Authority’s name.

Category 3 — Uninsured and unregistered, with securities held by the counter-party, or by its trust
department or agent but not in the Authority’s name.

During the years ended January 31, 2010 and 2009, the Authority invested primarily in money market
funds, certificates of deposits due within one year of purchase.
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THE NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

2. Summary of Significant Accounting Policies (Continued)

f.  Investment (Continued)

In accordance with GASB Statement No. 40, Deposit and Investment Risk Disclosures, the Authority
has assessed the Concentration of Credit Risk, Credit Risk and Interest Rate Risk of its Investments.

Concentration of Credit Risk — This is the risk associated with the amount of investments the
Authority has with any one issuer that exceed five percent of its total investments. Investments issued
or explicitly guaranteed by the U.S. government and investments in mutual funds, external investment
pool, and other pooled investments are excluded from this requirement. The Authority places no limit
on the amount it may invest in any one issuer. As of December 31, 2010, the Authority was not
exposed to a concentration of credit risk.

Credit Risk — GASB 40 requires that disclosure be made as to the credit rating of all debt security
investments except for obligations of the U.S. government or obligations explicitly guaranteed by the
U.S. government. This is the risk that an issuer or other counterparty to an investment will not fulfill
its obligations. In general, the Authority does not have an investment policy regarding credit risk
except to the extent previously outlined under the Authority’s investment policy.

Interest Rate Risk — This is the risk that changes in interest rates will adversely affect the fair value of
an investment. The Authority does not have a written policy that limits investment maturities as a
means of managing its exposure to fair value losses arising from interest rate fluctuations. However,
N.J.S.A. 40A: 15-15.1(a) limits the length of time for most investments to 397 days.

g. Inventory
Purchase of materials, supplies and chemicals are expended when purchased. The Authority does not

maintain an inventory of these purchases. The balance on hand at January 31, 2010, and January 31,
2009 was determined not to be material.
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THE NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

2. Summary of Significant Accounting Policies (Continued)

g. Restricted Accounts

Set forth below are statements which are summaries of certain provisions of the 1989 General Bond
Resolution as amended, which established and created the following special funds in addition to the
Construction Fund.

All revenues of the Authority are deposited into the Revenue Fund. Payments from the Revenue
Fund are made the first day of each month (withdrawal date) into the several funds in the following
order of preference:

A)

B)

C)

D)

E)

F)

Operating Fund - the amount needed to equal the Operating Fund Requirement. The amount
necessary to pay operating expenses for the period of three months from withdrawal date.

Bond Service Fund - the amount needed to equal the Bond Service Requirement. The
amount equal to the sum of interest accruing on outstanding bonds reduced by investment
income of the Bond Service Fund and principal installment accruing on a daily basis.

Sinking Fund - the amount needed to equal the Sinking Fund Requirement. The amount
equal to all prior Sinking Fund Instaliments due and unpaid plus the Sinking Fund
Installments due on or prior to the ensuing fiscal year deemed to have accrued through the
next ensuing withdrawal date.

Bond Reserve Fund - the amount needed to equal the Bond Reserve Requirement. The
amount equal to the maximum annual debt service. The Authority has replaced the
investment in this fund with a MBIA surety bond.

Renewal and Replacement Fund - the amount needed to equal the System Reserve
Requirement. The amount reasonably necessary for major repairs, renewals, replacements, or
maintenance items of a type not recurring annually or at shorter intervals as certified by the
Consulting Engineer.

General Fund - the amount of any excess funds.
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THE NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

2. Summary of Significant Accounting Policies (Continued)

i. Unamortized Cost of Issuance / Debt Discount

Revenue and Capital Appreciation Bonds (Series 1992) - costs of issuance was $3,753,246.41.
Amortization for the fiscal years ended 2010 and 2009 totaled $156,385.27 and $156,385.27, for each
fiscal year, leaving a balance of $1,322,576.43.

Revenue and Capital Appreciation Bonds (Series 2001 A, B, C) - excess face value over the
amount received from their sale was $636,132.85. The cost of issuance for the Series 2001 A, B, C
Bonds was $1,389,688.60, which includes $95,235.50 in costs of issuance for the remarketing of the
Series 2001B Bonds on June 1, 2007. The Series 2001B Remarketed Bonds was also issued at a
premium of $ 210,871.00. The defeasance costs of a portion of the 1989 bonds through this issuance
was $15,089,775.28, and has been fully amortized. The total deferred costs were $18,492,146.94.
Amortization for fiscal years ended 2010and 2009 totaled $92,801.62 and $92,801.61, leaving a
balance of $ 1,175,440.60

Revenue Bonds (Series 2002 A) - cost of issuance was $1,332,124.34. The loss on the defeasance of
a portion of the 1992 bonds through this issuance was $3,455,968.00. The Series 2002 A Bonds was
also issued at a premium of $2,520,622.85. The total deferred costs and premium totaled
$2,267,469.49. Amortization for fiscal years ended 2010 and 2009 totaled $125,970.53 and
$125,970.53 leaving a balance of $1,291,197.90.

Revenue Bonds (Series 2006) - cost of issuance was $983,380.45. The loss on the refinance of the
Series 1996 Bonds through this issuance was $3,600,347.53. The Series 2006 Bonds were also issued
at a premium of $1,216,737.50. The total deferred costs and premium totaled $3,366,990.48.
Amortization for the fiscal year ended January 31, 2010 and 2009 totaled $210,436.91 and
$210,436.91, leaving a balance of $ 2,525,242.85.

TD Note Dated June 16, 2009 - cost of issuance was $809,134.38. The loss on the defeasance of a
Series 1992 CABS and a portion of the Series 2001B,C, 2002A, & 2006A Bonds through this
issuance was $6,473,578.50. The total deferred costs totaled $7,272,712.88. Amortization for the
fiscal year ended January 31, 2010 totaled $1,416,083.05 leaving a balance of $ 5,866,629.83.
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NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

2. Summary of Significant Accounting Policies (Continued)

j. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain amounts and disclosures.
Accordingly, actual results could differ from those estimates.

3. Property, Plant and Equipment

Property, plant and equipment is stated at cost which includes the cost of construction and acquisition
of such projects, engineering, administrative and financial expenses, interest on bonds during
construction, and organization expenses, less income earned on unexpected construction funds.

On September 13, 1989, the Authority took title to certain existing sewerage assets via negotiated
purchase from the City of Hoboken, City of Union City and the Township of Weehawken. The cost
of the property has been allocated to buildings, improvements, machinery and equipment. On
October 15, 1996 the Authority acquired all the existing wastewater conveyance and treatment
facilities of West New York.

The Authority had elected to capitalize costs pending imposition of user fees. Accordingly, for the
year ending January 31, 1991, depreciation was not charged against existing assets. Beginning
February 1, 1991, the Authority has depreciated the assets currently in service using the straight-line
method of depreciation with a capitalization threshold of $5,000. Estimated useful lives, in years, for
depreciable assets are as follows:

Building and grounds 5-75
Improvements 2-75
Mobile equipment 3-30
Furniture, fixtures, and equipment 3-30
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3. Property, Plant and Equipment (Continued)

Balance Adjustment/ Balance
January 31, 2009 Additions Disposals January 31, 2010
Property, Plant & Equipment
Land $ 58,534,862.59 $ 58,534,862.59
Easement 950,000.00 950,000.00
Plants 178,353,968.16 4,489,741.48 182,843,709.64
Main Lines 90,642,272.93 2,946,332.83 93,588,605.76
Pump Stations 8,383,405.87 618,979.00 9,002,384.87
Office Equipment 195,474.87 195,474.87
Trucks & Vehicles 317,907.00 232,784.04 550,691.04
Work In Progress 8,055,053.31 6,301,990.90 8,055,053.31 6,301,990.90
345,432,944.73 14,589,828.25 8,055,053.31 351,967,719.67
(41,287,762.56) (3,881,488.98) (45,169,251.54)
Less: Accumulated Depreciation
$ 304,145,182.17 $10,708,339.27 $ 8,055,053.31 $ 306,798,468.13

Net Property, Plant & Equipment

4. Construction Commitments

The Authority had the following commitments with respect to unfinished capital projects.

Construction Payable $280,850.57
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5. Long-Term Debt

Bonds - The Authority borrows money in order to acquire land, equipment, construct buildings and
improvements, or refinance outstanding debt. This enables the cost of these capital assets to be borne by
the present and future ratepayers receiving the benefit of the capital assets. The provision to be made in
future budgets for capital indebtedness represents the amount exclusive of interest, authorized to be
collected in future years from taxpayers and others for liquidation for the long-term liabilities.

Bonds Payable - the following is a summary of bonds payable at January 31, 2009.

$59,875,000 - 1992 Bonds for various purposes due in annual installments on
August 01, of: $9,590,000 in 2013, $10,185,000 in 2014, and $10,820,000 in
2015, interest at rates varying from 6.0% to 6.25% $ 30,595,000.00

$21,553,252 - 1992 Capital Appreciation Bonds used for various purposes
due in annual installments on August 01, of: $2,737,037 in 2010. The total
accreted value at maturity will be $46,265,000.00. The imputed interest
(approximate yield to maturity) varying from 6.0% to 6.5%.
$ 2,737,036.50

$24,536,733 — 2001A Capital Appreciation Bonds used for various purposes,
due in annual installment on August 01 of; $3,528,424.20 in 2020, $3,332,515.20
in 2021, $3,152,809.20 in 2022, $5,113,971.20 in 2023, $4,836,279.60 in 2024,
and $4,572,733.60 in 2025. The total accreted value at maturity will be
$79,980,000.00. The imputed interest (approximate yield to maturity) varying
from 5.39% to 5.45%. $ 24,536,733.20

$23,455,000 — 2001B Sewer Revenue Bonds used for various purposes due in
annual installments on August 01 of: $505,000 in 2010, $530,000 in 2011,
$560,000 in 2012, $590,000 in 2013, $625,000 in 2014, $660,000 in 2015,
$695,000 in 2016, $735,000 in 2017, $775,000 in 2018, $820,000 in 2019,
$865,000 in 2020, $915,000 in 2021, $965,000 in 2022, $1,020,000 in 2023,
$1,080,000 in 2024, $1,140,000 in 2025, $1,205,000 in 2026, $1,275,000 in 2027,
$1,350,000 in 2028, $1,425,000 in 2029, $1,510,000 in 2030, and $1,595,000 in
2031, interest at rates varying from 5.54% to 5.71%. $ 20,840,000.00

$4,015,000 — 2001C Fixed Rate Sewer Revenue Bonds used for various
purposes, due in annual installments on August 01 of: $305,000 in 2010, $315,000
in 2011, $330,000 in 2012, $345,000 in 2013, $355,000 in 2014, and $375,000 in
2015, interest at rates varying from 2.00% to 4.625%. $ 2,025,000.00
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5. Long-Term Debt (Continued)

$3,180,000 — 2001C Term Bonds used for various purposes due in annual
installments on August 01, of $390,000 in 2016, $410,000 in 2017, $430,000 in
2018, $450,000 in 2019, $475,000 in 2020, $500,000 in 2021, and $525,000 in
2022, interest at rate of 5%. $ 3,180,000.00

$6,055,000 — 2001C Term Bonds used for various purposes due in annual
installments on August 01, of $550,000 in 2023, $575,000 in 2024, $605,000 in
2025, $635,000 in 2026, $670,000 in 2027, $700,000 in 2028, $735,000 in 2029,
$775,000 in 2030, and $810,000 in 2031, interest at a rate of 5%. $ 6,055,000.00

$68,715,000 — 2002 A Sewer Revenue Refunding Bonds used for various
purposes due in annual installments on August 01, of $160,000 in 2010,
$8,690,000 in 2011, $9,125,000 in 2012, $11,495,000 in 2016, $12,095,000 in
2017, $12,735,000 in 2018, and $13,405,000 in 2019, interest at rates varying from

3.00% to 5.25%. $ 67,705,000.00
$80,935,000 — 2006 A Sewer Revenue Refunding Bonds used for various

purposes due in annual installments on August 01, of: $4,100,000 in 2010,

$4,315,000 in 2011, $4,540,000 in 2012, $4,780,000 in 2013, $5,030,000 in 2014,

$5,300,000 in 2015, $5,575,000 in 2016, $5,870,000 in 2017, $5,470,000 in 2018,

$5,750,000 in 2019, $6,045,000 in 2020, $6,355,000 in 2021, and $6,680,000 in

2022. Interest rates range from 5.125% to 5.25% $ 69,810,000.00

$ 227,483,769.70

Note Payable - the following is a summary of notes payable at January 31, 2009.

$37,750,000 — 2009 Bond Anticipation Note payable in full June 1, 2012
$37,750,000. Interest rate of 6%. $ 37,750,000.00
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5. Long-Term Debt (Continued)

The annual requirement to amortize bonded debt outstanding as of January 31, 2010 are as follows:

Principal Interest
2011 11,741,102.01 16,967,429.39
2012 19,895,040.62 11,503,515.26
2013 20,668,144.84 10,946,246.39
2014 21,501,709.29 10,048,827.02
2015 22,456,887.74 9,040,503.39
2016-2020 122,886,939.68 28,947,553.80
2021-2025 67,527,836.38 50,014,231.01
2026-2030 20,759,471.28 15,157,291.65
2031-3032 4,690,000.00 250,847.25
$312,127,131.84 $152,885,445.16

Total Bonds Payable
Note Payable

New Jersey Environmental Infrastructure
Trust and Fund Loan (Schedule 9)

$227,483,769.70

$37,750,000.00

84,643,362.14

Total Bonds & Loans Payable before
Unamortized Premiums & Defeasance

349,877,131.84

Unamortized Premium on Bonds (Schedule 10)

Less:
Deferred Bond Defeasance Costs (Schedule 10)
Note Payable
Current portion of long-term debt

2,532,419.94

(9,883,069.56)
(37,750,000.00)
(11,170,030.02)

$293,606,452.20

Analysis
Current Portion *  $11,170,030.02
Note Payable 37,750,000.00
Long Term Portion 293,606,452.20
$342,526,482.22

* Does not include Infrastucture loan payments due 2/2010 reflected in the above 2011 principal payment due.
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5. Long-Term Debt (Continued)

GASB 23 states that an “in-substance defeasance” costs must be deferred and amortized over the
remaining life of the old or new debt, whichever is shorter.

On May 03, 2002, the Authority issued Sewer Revenue Refunding Bonds (Series 2002 A) in order to
defease $68,025,000.00 aggregate principal of the Authority’s $98,620,000.00 Series 1992 Bonds.
The Authority place $71,480,968.00 in an escrow fund to pay off these bonds. The aforementioned
retirement resulted in a bond defeasance cost of $3,455,968.00. Reference to Schedule 10 will show
the amortization for fiscal year ended 2009 was $191,998.22, leaving a remaining balance of
$2,159,980.00.

On July 27, 2006, the Authority issued Sewer Revenue Refunding Bonds (Series 2006A) in order to
refund $80,940,000 of thee Series 1996 Sewer Revenue Bonds. The refinance resulted in a bond
defeasance cost of $3,600,347.53, which is being amortized over the life of the new Series 2006A
Sewer Refunding Bonds. Reference to Schedule 10 will show the amortization for fiscal year 2009
was $225,021.72, leaving a remaining balance of $2,925,282.37.

On June 16, 2009, the Authority issued a $37,750,000 Bond Anticipation Note from TD Bank,
maturing Junel, 2012 in order to defease the 1992 CABS, and a portion of the 2001 B,C, 2002A, and
2006A Sewer Revenue Refunding Bonds maturing over the next three years in the principal amount
of $23,799,888.25 . The defeasance resulted in a bond defeasance cost of $6,473,578.50 on July 1,
2009, which is being amortized over the life of the Bond Anticipation Note Payable. Reference to
Schedule 10 will show the amortization for fiscal year 2010 was $1,285,751.37, leaving a remaining
balance of $5,214,827.13.

Bond Council had reviewed the covenants, agreements and obligations created by the General Bond
Resolution adopted on April 24, 1989 with respect to the refunded bonds and has given the opinion
that the refunded bonds will be defeased and satisfied and cease, terminate and become void and the
conditions for the defeasance of the refunded bonds contained in Section 1201 of the General Bond
Resolution will be satisfied upon payments to the Trustee on the dates and in the amounts set forth
below with respect to the refunded bonds to be defeased as of each such date:

July 1, 2009 $11,606,430.25
July 1, 2010 $12,856,519.25
July 1, 2011 $12,626,526.00
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THE NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

Contingencies
Litigation

The Authority is party to various legal proceedings which normally occur in governmental operations.
The Authority Attorney has reported in accordance with Financial Accounting Standards No.5 and it
is in his opinion, the “Structure Financing Transaction” potentially will result in a material liability to
the “Authority”, in relation to its financial position.

Structured Financing Transaction, the (““SFT””)

On September 30, 2003, the Authority completed a structured financing transaction (the “SFT”), (see
note 14). The downgrading of American International Group, Inc., (“AlG”) by the rating agencies
requires the North Hudson Sewerage Authority, (the “Authority”) to replace AIG with another
guarantor or post acceptable collateral. Given current market conditions, neither option is
commercially reasonable nor economically feasible to the Authority. The Authority is engaging in
negotiations with the other parties to the SFT, to terminate such transactions, because of subsequently
enacted legislation. The Authority believes that its liabilities under the SFT should be limited to the
amounts received thereunder, approximately $12,000,000.00.

Grant Revenues

On February 2, 1998, the Authority completed an application for CSO design grant under the SIIA
program. The grant is in the amount of $3,026,516, which represents 90% of the total estimated cost
of $3,362,795. On March 23, 2000, the New Jersey Department of Environmental Protection
awarded the Authority $3,026,516 for the design portion of the combined sewer overflow work that
the Authority was obligated to do under New Jersey Law. The Authority must commit to 10% local
share in the amount of $336,279. In a letter dated January 4, 2004, the NJDEP notified the Authority
of the award of the aforesaid grant in the amount of $3,026,516. As of January 31, 2005, the
Authority had received the full $3,026,516.00.

In March 2000, the Authority was sent a pre-award approval of a construction grant in the amount of
$1,425,400.00 from the United States Department of Environmental Protection (USEPA). On April
25, 2000, the Authority authorized the acceptance of the CSO construction grant with a commitment
to provide 45% local share funding. On June 9, 2004, the Authority was granted an additional
$216,800.00 bringing the grant to a total of $1,642,200.00. As of January 31, 2009, the Authority has
received $1,642,200.00. The remainder of the project will be funded by the Infrastructure Loan.

In 2007 the Authority has received a USEPA grant approval for the 2007 Capital Improvement
Program in the amount of $1,198,447. The total project cost is $7,500,000 with the remainder to be
funded by the New Jersey Environmental Infrastructure Trust through the State of New Jersey. As of
January 31, 2010, $1,198,447 was realized as grant revenue, however no funds have been received for
the grant.
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THE NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

Grant Revenues (Continued):

On November 17, 2007, the Authority was approved for a grant award in the amount of $111,6009,
from the New Jersey Department of Environmental Protection. The local share for the grant is 80%
or $446,434. The purpose of the project is for development and evaluation of pathogen control
alternatives and cost performance analysis for combined sewer systems. As of January 31, 2009, the
Authority had received $85,939. The authority does not expect to submit for the remainder of the
grant. The project is complete and 20% of the expenses have been reimbursed.

Allowance For Doubtful Accounts

Management reviews receivables periodically, to determine if the allowance for doubtful accounts
needs to be adjusted. For the year ended January 31, 2010, the allowance for doubtful accounts was
increased to $1,000,000.

The Authority has increased its allowance for doubtful account by $565,311.59 during fiscal year
ending January 31, 2010. The Authority has some delinquent sewer accounts which were not part of
the respective municipality’s annual tax sale. However, the Authority is currently pursuing other
collection options and fully expects to realize these balances.
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FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

9. Net Assets

Net assets represents the difference between the Authority’s assets and liabilities. Net assets is

categorized into three components:

Invested in capital asset, net of related debt - This component of net assets consists of capital
assets consists of capital assets, net of accumulated depreciation and amortization and reduced by

the outstanding balances of any bonds, notes or other borrowings.

Restricted - Net assets are reported as restricted when constraints are placed on the use of the net
assets by either creditors, grantors, contributors, or laws or regulations of other governments; or

imposed by law through constitutional provisions or enabling legislation.

Unrestricted - Net assets that do not meet the definition of invested in capital assets, net of

Related debt or restricted.
Sewer Fund

January 31, 2010
Invested in Capital Asset, net of related debt

Sewer Fund

January 31, 2009

Net Property, Plant and Equipment $300,496,477.22 $304,145,182.17
Sewer Refunding Bonds Payable

(Schedule 9) (216,313,739.68) (224,177,343.88)
Sewer Refunding Bonds Payable (Current portion) (11,170,030.02) (11,039,278.07)
NJ Environmental Infrastructure Loan Payable (81,280,368.62) (95,399,515.30)
Unspent Proceeds (Construction Fund) 348,182.88 1,485,271.50
NJ Environmental Infrastructure Loan Receivable 46,314,944.00 60,467,742.00
Bond Defeasance, Discounts, Premiums, Net 7,720,808.97 2,7127,343.58

46,116,274.75 38,209,402.00
Restricted - Other
Unspent Bond Proceeds 348,182.88 1,485,271.50
Sewer Refunding Bonds Payable (348,182.88) (1,485,271.50)
Loan Receivable 46,314,944.00 60,467,742.00
NJ Environmental Infrastructure Loan Payable (46,314,944.00) (60,467,742.00)
Contributed Capital- Grants 1,198,447.00 1,284,386.00
Renewal and Replacement 2,638,018.56 2,627,343.99
Operating Reserve Required 2,624,875.88 2,624,875.88
6,461,341.44 6,536,605.87

Unrestricted 17,421,427.38 21,926,644.37
TOTAL NET ASSETS $69,999,043.57 $66,672,652.24
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NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JANUARY 31, 2010

10. Test for Section 612 Resolution Compliance

Test for resolution compliance is based on a cash basis statement of revenue and expenses as compared to the bond service requirement, which includes principal and interest payments on bonds and notes. Gross
revenues include user fees, chemical billings, and connection fees.

01/31/10 01/31/09 01/31/08 01/31/07

Gross Revenues
(Includes Investment Income and Connection Fees a $37,337,854.33 $44,101,507.87 b $40,106,999.76 ¢ $35,5653,234.41 d
& Unreserved Retained Earnings Anticipated)

Operating Expenses for Test Years
(Excluding Depreciation) 15,588,055.07 14,220,212.32 12,954,562.67 12,325,822.06
(Structured Lease Costs)

Less Amount on Deposit in Operating Reserve

Fund on January 31, (3,353,957.28) (3,345,395.76) (3,256,286.45) (3,091,663.05)

12,234,097.79 10,874,816.56 9,698,276.22 9,234,159.01

Gross Revenues Less Net Operating Expenses $25,103,756.54 $33,226,691.31 $30,408,723.54 $26,319,075.40

Bond Service Requirement $18,853,206.85 $28,215,141.50 $27,239,157.87 $22,117,332.52

110% of Bond Service Requirement $20,738,527.54 $31,036,655.65 $29,963,073.66 $24,329,065.77
Bond Service Requirement Coverage 1.33% 1.18% 1.17% 1.19%

a- Revenues from operations totaled $ 37,104,792.25. Remaining revenue of $ 233,062.08 is less than 10% of total

b- Revenues from operations totaled $ 42,041,005.46. Remaining revenue of $ 2,060,502.41 is less than 10% of total
(Revenue includes $5,103,102 in Anticipated Unreserved Retained earnings)

c- Revenues from operations totaled $ 38,560,102.15. Remaining revenue of $ 1,546,897.61 is less than 10% of total

d- Revenues from operations totaled $ 34,027,400.50. Remaining revenue of $ 1,525,833.91 is less than 10% of total

11. Additional Tests Required By Bond Resolutions

The 1992, 1996, 2001 and 2002 Bond Resolutions requires that the "Authority" maintain on deposit, including a “credit facility", as a defined term in the bond resolution, an amount equal to the largest one year annual
debt service becoming due in any one year for bonded debt.

Bond Reserve Fund 01//31/10 01/31/09 01/31/08 01/31/07

Investments\MBIA "Credit Facility" $24,830,862.81 $24,824,537.46 $24,758,703.24 $24,555,924.21

Reserve Requirement 23,991,114.50 24,237,671.75 24,282,884.25 24,129,823.00

Excess/(Deficit) of Requirement $839,748.31 $586,865.71 $475,818.99 $426,101.21

Analysis of:

Investments\MBIA **Credit Facility"

Bond Reserve Fund - Investments $2,477,915.31 $2,471,589.96 $2,405,755.74 $2,202,976.71

MBIA "Credit Facility" Policy # 18692 & 35911 22,352,947.50 22,352,947.50 22,352,947.50 22,352,947.50
$24,830,862.81 $24,824,537.46 $24,758,703.24 $24,555,924.21

In June of 1995, the authority liquidated its long-term investment in the bond reserve fund. The investment was replaced by a MBIA “credit facility", in the amount of $14,630,397.50. The one time cost of this bond
was $ 732,000.00. This cost is being capitalized as part of the purchase of sewerage lines from Weehawken, Hoboken and Union City. In September 2002, the authority purchased additional MBIA “credit facility",
coverage in the amount of $ 22,352,947.50. The one time cost of this bond was $ 212,000.00, the cost of which is being capitalized as part of construction in progress. MBIA " bond reserve fund credit facility"
#35911 includes the amount under the original policy # 18692. The total policy is $22,352,947.50.
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NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

Sewer Charge Due Dates

Sewer Charge due dates are February 1st, May 1st, August 1st, and November 1st.

Retirement Plans
Plan Description, Contribution Information, and Funding Policies

Employees who are eligible for a pension plan are enrolled in the State administered plan, the Public
Employees’ Retirement System (PERS) or the Defined Contribution Retirement Program (DCRP).
The Division annually charges participating governmental units for their respective contributions to
the PERS based upon actuarial methods. Contributions to the DCRP are charged at a rate of 3% of
the respective member’s base salary. Employees are required to contribute to the PERS and DCRP at
a rate of 5.5% of their base salary. The NHSA share of pension costs, which is based upon the
amount paid or charged to the 2010-11 budget amounted to $38,226.25. Employees are also covered
by the Federal Insurance Contribution Act, (Social Security).

Deferred Compensation Plan

The North Hudson Sewerage Authority maintains a Deferred Compensation Plan in accordance with
Internal Revenue Code Section 457.

Any employee of the NHSA is eligible to participate in the Plan. Participation in the Plan is entirely
voluntary on the part of each employee. The NHSA does not and is not required to make
contributions to the Plan. Great West Life & Annuity are the Administrators of the Plan

Other Post Retirement Benefits

The NHSA contributes to the State Health Benefits Program (SHBP), a cost-sharing, multiple-
employer defined benefit post-employment healthcare plan administered by the State of New Jersey
Division of Pensions and Benefits. SHBP was established in 1961 under N.J.S.A. 52:14-17.25 et
seq., to provide health benefits to State employees, retirees, and their dependents. Rules governing
the operation and administration of the program are found in Title 17, Chapter 9 of the New Jersey
Administrative Code. SHBP provides medical, prescription drugs, mental health/substance abuse, and
Medicare Part B reimbursement to retirees and their covered dependents.

The SHBP was extended to employees, retirees, and dependents of participating local public
employers in 1964. Local employers must adopt a resolution to participate in the SHBP. On April
19, 2007, NHSA authorized participation in the SHBP’s post-retirement benefit program through
resolution number 07-045. Pursuant to N.J.S.A. 40A:10-23, the Authority shall pay the entire cost of
health care insurance coverage for its retired employees and their eligible dependents under the
following circumstances: 1. Retirement on a disability pension; 2. Retirement after 25 years or more
of service credits in a State or locally administered retirement system and 5 years or more of service
with the Authority at the time of retirement; 3. Retirement at age 62 years or older with at least 15
years of service with the Authority.

-36 -



THE NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JANUARY 31, 2010 AND 2009

14. Structured Financing Transaction

15.

On September 30, 2004, the Authority completed a structured financing transaction (the “SFT”)
pursuant to which the Authority leased the sewer “collection system” to private entities under
renewable 99 year head leases and immediately leased these facilities back as lessee under lease
agreements with January 2, 2032 expiration dates. The Authority has an option to terminate the head
leases at the expiration of the leases, and at certain other times for agreed upon amounts.

The SFT provided for rental payments due from the Authority to be placed in trust, and also resulted
in a substantial payment to the Authority on September 30, 2004. No rental payments by the
Authority from funds except those in trust are anticipated under the SFT. Funds received by the
Authority pursuant to the SFT are not Revenues under the Resolution. Payment obligations, should
they arise, are not Operating Expenses under the Resolution.

The terms of the SFT provide that the risk of loss of currently advantageous Internal Revenue Service
tax treatment of the SFT to the private entities is not borne by the Authority.

Upon entering into this transaction the NHSA received a cash payment of $11,925,000.00 recorded as
revenue in the financial statements in the fiscal year ending January 31, 2004. The lease transaction
has not been recorded in the financial statements since this was considered an *“in substance”
defeasance.

Excise Tax on Leasing. On May 17, 2006, President Bush signed into law an act entitled the “Tax
Increase Prevention and Reconciliation Act of 2005” (P.L. 109-222). Among other provisions, P.L.
109-222, imposes a new excise tax on the net income or proceeds of certain types of leasing
transactions entered into by tax-exempt entities, including states and their political subdivisions, such
as the Authority. The Structured Financing Transaction (SFT) could be subject to the excise tax. The
United States Department of Treasury and Internal Revenue Service are in the process of drafting
regulations that will further clarify whether the SFT is subject to the excise tax and, if so, the
calculation of the excise tax. The Authority is engaging in negotiations with the other parties to the
2003 transactions to terminate such transactions because of subsequently enacted legislation. The
Authority believes that its liabilities under the 2004 transactions should be limited to the amounts
received there under, approximately $12,000,000.00 (see note 6).

Subsequent Events

The Authority is in the process of applying to the Local Finance Board in connection with its
proposed issuance of a 2010 New Jersey Environmental Infrastructure Trust loan in the amount of
$5,000,000. The loan is expected to close in November 2010. The proceeds of the loan will be used
to make various improvements to the Authority’s sewer system.

On July 1, 2010, the Authority will defease $6,352,036.50 principal amount of its outstanding bonds.
The interest on those defeased bonds amounts to $6,504,477.75.
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GARBARINI & CO. P.C.
Certified Public Accountants

Division Avenue and Route 17 S.
P.O. Box 362 - Carlstadt, N.J. O7072
(201) 933-5566

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

he Honorable Chairman and Commissioners
The North Hudson Sewerage Authority
County of Hudson
Hoboken, New Jersey 07030

We have audited the financial statements of the North Hudson Sewerage Authority, State of New Jersey,
as of and for the fiscal year ended January 31, 2010, and have issued our report thereon dated April 20,
2010. 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; and audit requirements prescribed by
the Division of Local Government Services, Department of Community Affairs, State of New Jersey; as
per OMB 04-04.

Internal Control Over Financial Reporting

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

A control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is a more than a remote likelihood that a misstatement of the entity’s financial statements that is more
than inconsequential will not be prevented or detected by the entity’s internal control.
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A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control. Our consideration of internal control over financial
reporting was for the limited purpose described in the first paragraph of this section and would not
necessarily identify all deficiencies in internal control that might be significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over financial reporting that we
consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the 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 by the Division
of Local Government Services, Department of Community Affairs, State of New Jersey.

This report is intended solely for the information and use of the management of the North Hudson
Sewerage Authority, and other State and Federal awarding agencies, pass-through entities and the DLGS,
DCA, NJ and is not intended to be and should not be used by anyone other than these specified parties.

Paul C. Garbarini

Paul C. Garbarini, CPA
Registered Municipal Accountant
No. 120

Garbarini e Co.

Garbarini & Co. P.C. CPA’s
Registered Municipal Accountants

April 20, 2010
Carlstadt, New Jersey
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GARBARINI & CO. P.C.
Certified Public Accountants

Division Avenue and Route 17 S.
P.O. Box 382 - Carlstadt, N.J. 07072
(201) 833-5566

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133 AND STATE OF NEW JERSEY’S OMB CIRCULAR 04-04

The Honorable Chairman and Commissioners
The North Hudson Sewer Authority

County of Hudson

Hoboken, New Jersey 07030

Compliance

We have audited the compliance of the North Hudson Sewerage Authority, New Jersey, with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement and the New Jersey State Office of Management and Budget’s (OMB) State
Grant Compliance Supplement that are applicable to each of its major federal and state programs for the
fiscal year ended January 31, 2010. The organization’s major federal and state programs are identified in
the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its
major federal and state programs is the responsibility of the North Hudson Sewerage Authority
management. Our responsibility is to express an opinion on the North Hudson Sewerage Authority’s
compliance based on our audit.

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

In our opinion, the North Hudson Sewerage Authority complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal and state programs for the
fiscal year ended January 31, 2010.
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Internal Control Over Compliance

The management of the North Hudson Sewerage Authority is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations, contracts
and grants applicable and to federal and state programs. In planning and performing our audit, we
considered the Authority’s internal control over compliance with requirements that could have a direct
and material effect on a major federal and state program in order to determine our auditing procedures for
the purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion on
the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Authority’s internal control over compliance.

A control deficiency 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
noncompliance with a type of compliance requirement of a federal or state program on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects
the entity’s ability to administer a federal or state program such that there is a more than a remote
likelihood that noncompliance with a type of compliance requirement of a federal or state program that is
more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal or state program will not be prevented or detected by the entity’s internal control.

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

This report is intended for the information and use of the governing body, management, state awarding
agencies, pass-through entities, 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 those specified parties.

Paul C. Garbarini

Paul C. Garbarini, CPA
Registered Municipal Accountant
No. 120

Garbarini e Co.

Garbarini & Co. P.C. CPA’s
Registered Municipal Accountants

April 20, 2010
Carlstadt, New Jersey
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CFDA

66.458

66.458

66.458
66.458
66.458
66.458
66.458

66.458
66.458

66.458

Pass Through
Entity ID#

CS0-98-042

Program
Environmental Protection Agency:

Environmental Public Wastewater Facilities
Pass Through Entity:

New Jersey Environmental Infrastructure
Financing Program CSO Rehabilitation:

NJEIT 02 - Fund Portion

NJEIT 04 - Fund Portion

NJEIT 05 - Fund Portion

NJEIT 06 - Fund Portion

NJEIT 07 - Fund Portion

NJEIT 07 - Grant Portion
NJEIT 08 - Fund Portion

NJEIT 09 - Fund Portion

Program
New Jersey Environmental Infrastructure
Financing Program CSO Rehabilitation:
NJEIT 02 - Trust Portion
NJEIT 04 - Trust Portion
NJEIT 05 - Trust Portion
NJEIT 06 - Trust Portion
NJEIT 07 - Trust Portion
NJEIT 08 - Trust Portion

Wastewater Treatment Fund

NJEIT 09 - Trust Portion

THE NORTH HUDSON SEWERAGE AUTHORITY
FOR THE YEAR ENDED JANUARY 31, 2010

SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE

State Grant Pass Through
Number

CS0-98-042

042-4860-510-028
$340952-01

042-4860-510-036
$340952-03

042-4860-510-009
$340952-05,-01-1

042-4860-510-009
$340952-04,-05-1,-07,-08

042-4860-510-044
$340952-09

042-4860-510-041
042-4860-510-046
$340952-10,-11

$340952-12

SCHEDULE OF STATE FINANCIAL ASSISTANCE

State Grant
Number

$340952-01
$340952-03
$340952-05,-01-1
$340952-04,-05-1,-07,-08
$340952-09
$340952-10,-11

CWO06-055& 056
042-4860-510-041

$340952-12

Grant
Period

02/01/03 - 10/15/09

02/01/04 - 10/15/09

02/01/05 - 2/19/09

02/01/06 - 10/15/09

02/01/07 - 10/17/08

02/01/07 - 10/17/08
02/01/08 - 10/15/09

02/01/09-01/31/10

Grant
Period

02/01/03 - 10/15/09
02/01/04 - 10/15/09
02/01/05 - 2/19/09
02/01/06 - 10/15/09
02/01/07 - 10/17/08
02/01/08 - 10/15/09

02/01/08 - 12/17/08

02/01/09-01/31/10
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Schedule 1F
Grant Cash Program Cumulative
Award Received Expenditures Disbursements
16,201,400.00 47,476.00 47,476.00 13,767,210.00
11,645,148.00 99,745.00 99,745.00 9,269,816.00
6,038,809.00 2,099.00 2,099.00 1,129,201.00
6,744,477.00 262,456.00 262,456.00 1,416,892.00
4,544,665.00 - - 291,750.00
1,198,447.00 - - -
8,334,027.00 2,416,363.00 2,416,363.00 3,427,260.00
8,323,500.00 - - -
63,030,473.00 2,828,139.00 2,828,139.00 29,302,129.00
Schedule 1S
Grant Cash Program Cumulative
Award Received Expenditures Disbursements
16,201,400.00 47,476.00 47,476.00 13,767,210.00
3,881,716.00 33,248.00 33,248.00 3,089,936.00
2,012,936.00 699.00 699.00 376,398.00
2,248,159.00 87,486.00 87,486.00 472,295.00
1,514,888.00 - - 97,250.00
2,778,009.00 805,453.00 805,453.00 1,142,419.00
111,609.00 - - 85,939.00
2,895,000.00 - - -
28,748,717.00 974,362.00 974,362.00 19,031,447.00




THE NORTH HUDSON SEWERAGE AUTHORITY
NOTES TO SCHEDULE OF FEDERAL AND STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED JANUARY 31, 2010

1. General

The accompanying schedules present the activity of all federal and state financial assistance programs
of the Authority. The Authority is defined in Note 1 of the Authority’s financial statements. All
federal financial assistance received directly from federal agencies, as well as federal financial
assistance passed through other government agencies is included on the schedule of expenditures of
awards.

2. Basis of Accounting

The financial statements of the Authority have been prepared on the accrual basis and in accordance
with generally accepted accounting principles as promulgated by Governmental Accounting
Standards Board (GASB) and applicable to enterprise funds of state and local governments.

Revenues are recognized in the accounting period when they become susceptible to accrual.
Expenditures, if measurable, are recognized in the accounting period in which the liability is incurred.

3. Relationship of Financial Statements

Amounts reported in the accompanying schedules agree with amounts reported in the Authority’s
financial statements, exclusive of the un-appropriated reserves. Financial assistance awards are
reported in the Authority’s financial statements on a basis of accounting described above as follows:

Federal State
General Program $ 2,828,139.00 $ 974,362.00

4. Relationship to Federal and State Financial Reports

Amounts reported in the accompanying schedules agree with the amounts reported in the related
federal and state financial reports.
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The North Hudson Sewerage Authority
Schedule of Findings and Questioned Costs
For the Fiscal Year Ended January 31, 2010

Summary of Auditor's Results

Financial Statement Section

A) Type of Auditors Report Issued Unqualified

B) Internal Control over Financial Reporting

1) Material weakness identified Yes X No
2) Were reportable conditions identified that were
not considered to be material weaknesses? Yes X No
C) Noncompliance material to financial statements notes? Yes X No

Federal Awards Section

D) Dollar threshold used to determine Type A Program $300,000

E) Auditee qualified as low-risk auditee? X Yes No

F) Type of auditor's report on compliance for
major programs UNQUALIFIED

G) Internal Control over major programs

1) Material weakness identified Yes X No

2) Were reportable conditions identified that
were not considered to be material weaknesses? Yes X No

H) Any audit findings disclosed that are required to be
reported in accordance with OMB Circular A-133
[section 510(e)]? Yes X No

I) Identification of major programs NJ Department of Environmental Protection
Infrastructure Improvement Trust/Loan.
(CS0-98-042)CFDA #66.458
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The North Hudson Sewerage Authority
Schedule of Findings and Questioned Costs (Continued)
For the Fiscal Year Ended January 31, 2010

Summary of Auditor's Results (Continued)

State Awards Section

J) Dollar threshold used to determine Type A Program $300,000

K) Audited qualified as low-risk auditee? X Yes No

L) Type of auditor's report on compliance for major
Programs Unqualified

M) Internal Control over Compliance

1) Material weakness identified Yes X No

2) Were reportable conditions identified that
were not considered to be material weaknesses? Yes X No

H) Any audit findings disclosed that are required to be
reported in accordance with N.J. OMB Circular 04-04, as
amended? Yes X No

1) Identification of major programs

Grant Number

Name of State Program NJ Department of Environmental Protection
Infrastructure Improvement Trust/Loan.
(CS0-98-042)
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The North Hudson Sewerage Authority
Schedule of Findings and Questioned Costs (Continued)
For the Fiscal Year Ended January 31, 2010

Part 2 — Schedule of Federal and State Awards Findings and Questioned Costs

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

No reportable conditions, material weaknesses or material instances of non-compliance were noted.

Status of Prior Year Findings

(This section identifies the status of prior year findings related to the financial statements and federal and
state awards that are required to be reported in accordance with Chapter 6.12 of Government Auditing
Standards, U.S. OMB Circular A-133 [section .315 (a)(b)] and New Jersey OMB Circular 04-04, as
amended.)

“NONE”
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THE NORTH HUDSON SEWERAGE AUTHORITY
STATUS OF PRIOR YEAR AUDIT FINDINGS & RECOMMENDATIONS
FOR THE YEAR ENDED JANUARY 31, 2010

PRIOR YEAR AUDIT FINDINGS AND STATUS:

NONE
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THE NORTH HUDSON SEWERAGE AUTHORITY
CURRENT YEAR AUDIT FINDINGS & RECOMMENDATIONS
FOR THE YEAR ENDED JANUARY 31, 2010

CURRENT YEAR AUDIT FINDINGS AND STATUS:

NONE
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THE NORTH HUDSON SEWERAGE AUTHORITY
SCHEDULE OF CASH RECEIPTS, CASH DISBURSEMENTS, AND CHANGES IN CASH AND INVESTMENTS
UNRESTRICTED ACCOUNTS - FOR THE YEAR ENDED JANUARY 31, 2010

AUTHORITY ACCOUNTS
Schedule 2
NHSA
Safe Keeping / Trustee
Investment Operating TD Bank Payroll Petty
A.G. Edwards Fund Operating Revenue Agency Cash General Total
Cash $0.00 $0.00 $236,514.85 $1,863,621.47 ($1,682.66) $1,000.00 $2,107,571.00 $4,207,024.66
Investments 6,612,554.18 6,612,554.18
Cash and Cash Equivalents
at February 1, 2009 6,612,554.18 0.00 236,514.85 1,863,621.47 (1,682.66) 1,000.00 2,107,571.00 10,819,578.84
Cash Receipts
Other Misc., Refunds 2,625.00 27,429.28 30,054.28
Miscellaneous Fees Charged 13,487.14 661.32 14,148.46
Proceeds from Note Payable for COI 854,402.21 854,402.21
Overpayments 205,220.45 205,220.45
User Charges 2009-2010 Billings 32,404,698.46 32,404,698.46
Interest on Investments 16,922.84 4,103.60 8,941.23 6,933.67 36,901.34
Transfer - Interfunds 16,006,255.15 26,624,565.65 481,770.15 3,751.75 43,116,342.70
Total Cash Receipts 16,922.84 16,006,255.15 27,485,696.46 32,659,776.56 481,770.15 4,413.07 6,933.67 76,661,767.90
Total Cash and Investments Available 6,629,477.02 16,006,255.15 27,722,211.31 34,523,398.03 480,087.49 5,413.07 2,114,504.67 87,481,346.74
Cash Disbursements:
Interest Exp. On TD Note Payable 1,252,041.67 1,252,041.67
NIJEIT Principle and Interest 2,457,095.24 2,457,095.24
Capital Accounts Payable 301,120.71 301,120.71
Operations 13,142,420.95 188.50 477,518.08 4,413.07 13,624,540.60
Cost of Issuance Payable 809,134.38 809,134.38
Payables 240,296.40 4,489.29 244,785.69
Prepaid Expenses 902,977.13 902,977.13
Fixed Assets/ Construction 6,253,924.37 6,253,924.37
Transfer - Interfund 15,677,791.09 1,985,521.90 33,746,035.65 55.96 941,685.30 52,351,089.90
Refunds - User charges 13,310.90 13,310.90
Total Cash Disbursements 0.00 15,677,791.09 27,357,843.65 33,746,224.15 482,063.33 4,413.07 941,685.30 78,210,020.59
Cash and Cash Equivalents
at January 31, 2010 $6,629,477.02 $328,464.06 $364,367.66 $777,173.88 ($1,975.84) $1,000.00 $1,172,819.37 $9,271,326.15
Cash $364,367.66 $777,173.88 ($1,975.84) $1,000.00 $1,172,819.37 $2,313,385.07
Investments $6,629,477.02 $328,464.06 $6,957,941.08
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Cash and cash equivalents
February 1, 2009

Cash Receipts:
Due From Infrastructure Trust/
Loan - Reimbursements
TD Bank Note Payable- Proceeds

Transfer From Escrow Fund For Defeasance

Restricted Interest Income
Deferred Connection Fees
Miscellaneous Revenue
Interest Income

Interfund Transfers

Total Cash Receipts

Total Cash and Cash
Equivalents Available

Cash Disbursements:
Bond/Loan Principal and Interest
Bond Principal and Interest - Defeased
Transfer to Defeased Escrow Fund
TD Bank Custody Fee
Interfund Transfers

Total Cash Disbursements

Cash and Cash Equivalents
January 31, 2010

Cash
Investments

THE NORTH HUDSON SEWERAGE AUTHORITY
SCHEDULE OF CASH RECEIPTS, CASH DISBURSEMENTS, AND CHANGES IN CASH AND INVESTMENTS
RESTRICTED ACCOUNTS - FOR THE YEAR ENDED JANUARY 31, 2010

ACCOUNTS REQUIRED BY REVENUE BOND AGREEMENT

Schedule 3
Deferred Renewal & Construction/ Cost of Bond Bond TD Note TD Note
Revenue Replacement Grant Operating Issuance Reserve Service Collateral Custody
Fund Fund Fund Reserve Fund Fund Fund Fund Account Account Total
$1,564,372.34 $2,627,343.99 $1,485,271.50 $3,345,395.76 $63,960.47 $2,471,589.96 $4,901,617.53 $16,459,551.55
3,801,792.00 3,801,792.00
36,678,597.79 36,678,597.79
11,201,432.00 11,201,432.00
10,674.57 10,674.57
1,500,000.00 1,500,000.00
125.00 125.00
1,883.21 4,072.33 8,561.52 59.72 6,325.35 10,344.09 7,061.36 124,641.44 162,949.02
5,951,367.73 16,241,811.28 1,500,000.00 23,693,179.01
1,502,008.21 10,674.57 9,757,232.06 8,561.52 59.72 6,325.35 27,453,587.37 1,507,061.36 36,803,239.23 77,048,749.39
3,066,380.55 2,638,018.56 11,242,503.56 3,353,957.28 64,020.19 2,477,915.31 32,355,204.90 1,507,061.36 36,803,239.23 93,508,300.94
2,343,107.73 13,160,928.28 15,504,036.01
11,201,432.00 11,201,432.00
11,606,430.25 11,606,430.25
2,000.00 2,000.00
3,000,090.94 8,551,212.95 64,020.19 2,843,107.73 14,458,431.81
3,000,090.94 0.00 10,894,320.68 0.00 64,020.19 0.00 27,205,468.01 0.00 11,608,430.25 52,772,330.07
$66,289.61 $2,638,018.56 $348,182.88 $3,353,957.28 $0.00 $2,477,915.31 $5,149,736.89 $1,507,061.36 $25,194,808.98 $40,735,970.87
$66,289.61 $2,638,018.56 $193,696.82 $229.61 $1,507,061.36 $4,405,295.96
(80.00) $154,486.06 $3,353,957.28 $2,477,915.31 $5,149,507.28 $0.00 $25,194,808.98 $36,330,674.91
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Revenues Anticipated:

User Fees and Charges

Interest & Penalties

Facilities Charge

Interest Income

Bankruptcy Fees

Connection Fees

Other Misc. Non-Budgeted Income

Restricted Interest Income

Total Revenues

Adopted
Budget

$32,743,642.00

THE NORTH HUDSON SEWERAGE AUTHORITY
SCHEDULE OF COMPARISON BETWEEN BUDGETED AND ACTUAL
REVENUES AND EXPENDITURES

For the Year Ended January 31, 2010

Amended
Budget

$32,743,642.00

Actual
Revenues

$32,115,925.89

Schedule 4

Variance
Favorable /

Unfavorable

(8627,716.11)

1,200,000.00 1,200,000.00 1,527,332.77 327,332.77
280,000.00 280,000.00 304,135.00 24,135.00
700,000.00 700,000.00 192,153.66 (507,846.34)

25,000.00 25,000.00 (25,000.00)
1,500,000.00 1,500,000.00 3,157,398.59 1,657,398.59
40,908.42 40,908.42

10,674.57 10,674.57

$36,448,642.00 $36,448,642.00 $37,348,528.90 $899,886.90
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Appropriations:

Operating Appropriations:
Personnel Services:

Salaries and Wages:
Employee Benefits:
Social Security

PERS

Unemployment
Compensation Insurance

Workers' Compensation
Insurance

Hospitalization

THE NORTH HUDSON SEWERAGE AUTHORITY

SCHEDULE OF COMPARISON BETWEEN BUDGETED AND ACTUAL
REVENUES AND EXPENDITURES

Schedule 4
For the Year Ended January 31, 2010
Variance
Adopted Amended Actual Favorable /

Budget Budget Revenues (Unfavorable)
$490,000.00 $490,000.00 $485,752.76 $4,247.24
$38,000.00 $38,000.00 $31,189.72 $6,810.28
38,000.00 38,000.00 38,226.25 (226.25)
7,350.00 7,350.00 7,343.00 7.00
3,000.00 3,000.00 2,702.00 298.00
190,000.00 190,000.00 165,801.98 24,198.02
$276,350.00 $276,350.00 $245,262.95 $31,087.05
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THE NORTH HUDSON SEWERAGE AUTHORITY
SCHEDULE OF COMPARISON BETWEEN BUDGETED AND ACTUAL
REVENUES AND EXPENDITURES

Schedule 4
For the Year Ended January 31, 2010
Variance
Adopted Amended Expended Favorable /
Budget Budget 12 Months Ended (Unfavorable)
Appropriations:
Administrative Expenses:
Consulting Services:
Engineer $202,500.00 $202,500.00 $287,183.33 ($84,683.33)
Legal Services 240,000.00 240,000.00 258,880.88 (18,880.88)
Legal / Bankruptcy 900.00 (900.00)
Insurance 200,000.00 200,000.00 226,273.03 (26,273.03)
Current Year Audit 38,000.00 38,000.00 38,000.00 0.00
Trustee Expenses 56,250.00 56,250.00 140,440.00 (84,190.00)
Administrative Fee - NJEIT 85,290.00 85,290.00 85,290.00
Education 1,500.00 1,500.00 7,839.00 (6,339.00)
Administrative Expenses 75,000.00 75,000.00 102,452.77 (27,452.77)
Postage 50,000.00 50,000.00 33,707.48 16,292.52
Office Equipment 15,000.00 15,000.00 23,825.38 (8,825.38)
Contracted Services:
Federal Lobbyist 84,000.00 84,000.00 84,000.00
Accounting Services 70,000.00 70,000.00 81,932.50 (11,932.50)
Customer Communications 66,000.00 66,000.00 66,000.00 0.00
Financial Advisor 50,000.00 50,000.00 41,342.50 8,657.50
Advertising 12,000.00 12,000.00 7,390.79 4,609.21
Telephone / Communications 14,000.00 14,000.00 8,687.66 5,312.34
$1,259,540.00 $1,259,540.00 $1,408,855.32 ($149,315.32)

** Continued next page
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THE NORTH HUDSON SEWERAGE AUTHORITY

SCHEDULE OF COMPARISON BETWEEN BUDGETED AND ACTUAL

Appropriations:

Operations and Maintenance
Contracted Services:

Utilities

Operating Permits

Adams Street Plant

River Road Plant

Jersey City Sewerage

North Bergen Sewerage Authority

Catch Basin Tipping Fees

Debt Service:
Note Covenant
Bond Principal
Interest on Bonds/ Notes

Total Appropriations

Non Budget Expenses
Depreciation Expense
Amortization of Easement
Amortization of Debt Discount & Cost of Issuance
Bond Defeasance Costs, & Premium
Bad Debt Expense
Budgetary expenses (not GAAP)

Total Expenses on GAAP Basis

Adopted
Budget

$1,200,000.00

REVENUES AND EXPENDITURES

For the Year Ended January 31, 2010

Amended
Budget

$1,200,000.00

Schedule 4
Variance
Expended Favorable /
12 Months Ended (Unfavorable)

$1,255,070.24

($55,070.24)

415,000.00 415,000.00 415,218.05 (218.05)
6,225,000.00 6,225,000.00 6,089,080.07 135,919.93
3,000,000.00 3,000,000.00 2,870,540.31 129,459.69
1,825,000.00 1,825,000.00 1,816,606.00 8,394.00

290,000.00 290,000.00 393,308.76 (103,308.76)

100,000.00 100,000.00 43,049.02 56,950.98

13,055,000.00 13,055,000.00 12,882,872.45 172,127.55
1,579,266.00 1,579,266.00 1,579,266.00
6,302,291.00 6,302,291.00 6,302,290.71 0.29

13,486,195.00 13,486,195.00 12,550,916.14 935,278.86

21,367,752.00 21,367,752.00 18,853,206.85 2,514,545.15

$36,448,642.00

$36,448,642.00

$33,875,950.33

$2,572,691.67

3,868,822.31
12,666.67

2,001,677.38
565,311.59
(6,302,290.71)

(3,868,822.31)
(12,666.67)
0.00
(2,001,677.38)
(565,311.59)
6,302,290.71

$36,448,642.00

$36,448,642.00

$34,022,137.57

$2,426,504.43
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THE NORTH HUDSON SEWERAGE AUTHORITY
ANALYSIS OF ACCOUNTS RECEIVABLE - USER CHARGES
FOR THE YEAR ENDED JANUARY 31, 2010

User Charges Receivable
Interest and Penalties Receivable
Reserve for Uncollected Accounts
Balance February 1, 2009
Add: Billings

User Charges

Interest & Penalties

Facilities Charges

Connection Fees

Other Fees-Misc. Income

Deduct: Collections
Collections
Refunds
Bad Debt Expense Increase in Allowance
Overpayments Applied

Balance January 31, 2010

Analysis of Balance
User Charges Receivable

Interest and Penalties Receivable
Reserve for Uncollected Accounts

$8,119,538.93
1,390,816.64
(434,688.41)

32,115,925.89
1,527,332.77
304,135.00
93,026.25
13,487.14

32,417,484.60
(13,310.90)
565,311.59
211,553.51
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Schedule 5

$9,075,667.16

34,053,907.05

43,129,574.21

33,181,038.80

$9,948,535.41

$9,231,563.90
1,716,971.51
(1,000,000.00)

$9,948,535.41




THE NORTH HUDSON SEWERAGE AUTHORITY
ANALYSIS OF PREPAID EXPENSES AND DEPOSITS
FOR THE YEAR ENDED JANUARY 31, 2010

Schedule 6
Balance February 1, 2009 $862,625.88
Add:

Prepaid Insurance $111,348.13

Prepaid Plant Expenses (OMI) 724,284.00

Prepaid Trustee Fees 67,345.00

902,977.13
1,765,603.01
Deduct:

Applied to Operations 862,625.88
Balance January 31, 2010 $902,977.13
Analysis of Balance

Prepaid Insurance $111,348.13

Prepaid Plant Expenses (OMI) 724,284.00

Prepaid Trustee Fees 67,345.00

$902,977.13
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THE NORTH HUDSON SEWERAGE AUTHORITY
ANALYSIS OF FIXED ASSETS
FOR THE YEAR ENDED JANUARY 31, 2010

Balance February 1, 2009

Add:
Plants
Sewer Lines Improvement
Pump Stations
Trucks and Vehicles
Construction Costs

Deduct:
Reallocated From Work in Progress

Balance January 31, 2010

Analysis of Balance per Reallocation of Assets:

Land

Easement

Plants

Main and Lines

Pump Stations

Office Equipment
Trucks and Vehicles
Construction in Progress
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$4,489,741.48
2,946,332.83
618,979.00
232,784.04
6,301,990.90

$58,534,862.59
950,000.00
182,843,709.64
93,588,605.76
9,002,384.87
195,474.87
550,691.04
6,301,990.90

Schedule 7

$345,432,944.73

14,589,828.25

360,022,772.98

8,055,053.31

$351,967,719.67

$351,967,719.67




THE NORTH HUDSON SEWERAGE AUTHORITY
ANALYSIS OF CURRENT ACCOUNTS PAYABLE
FROM UNRESTRICTED ASSETS
FOR THE YEAR ENDED JANUARY 31, 2010

Balance February 1, 2009

Add:
Hospitalization
Engineering
Audit
Legal
Financial Advisor
Accounting
Office Administrative
Interest on Loan
Advertising
Phone
Utilities
Adam Street Plant
River Road Plant
Catch Basin Clean-up
Payroll Taxes / Pension Withholding

Deduct:
Payments / Adj. Payroll
Payments - Operating

Balance January 31, 2010
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10,967.26
26,330.96
38,000.00
24,032.60
14,400.00
5,170.00
6,593.38
195,041.66
684.51
586.95
117,667.27
61,858.67
480.74
9,136.69
4,444.66

$4,489.29
240,296.40

Schedule 8

$244,785.69

515,395.35

760,181.04

244,785.69

$515,395.35




Description

Series 1992
Sewer Revenue Bond

Series 1992 Capital
Appreciation

Series 2001 A
Sewer Revenue Bonds

Series 2001 B
Sewer Revenue Bonds

Dated
Date

10/01/92

10/01/92

4/19/01

11/27/01

THE NORTH HUDSON SEWERAGE AUTHORITY
SUPPORTING SCHEDULE OF LONG-TERM DEBT

(AS DESCRIBED IN NOTE #5)

Original
Amount

$59,875,000.00

$21,553,251.85

$24,536,733.00

$23,455,000.00

FOR THE YEAR ENDED JANUARY 31, 2010

Schedule 9
Accreted
Value Maturities
at Maturity Rate Date Amount
6.25% 08/01/2013 9,590,000.00
6.25% 08/01/2014 10,185,000.00
6.25% 08/01/2015 10,820,000.00
30,595,000.00
8,525,000.00 6.50% 08/01/2010 2,737,036.50
4,228,400,000.00 2,737,036.50
$9,820,000.00 5.39% 08/01/2020 3,528,424.20
9,820,000.00 4.75% 08/01/2021 3,332,515.20
9,820,000.00 4.90% 08/01/2022 3,152,809.20
16,840,000.00 6.00% 08/01/2023 5,113,971.20
16,840,000.00 5.50% 08/01/2024 4,836,279.60
16,840,000.00 5.13% 08/01/2025 4,572,733.80
$79,980,000.00 24,536,733.20
5.54% 08/01/2010 505,000.00
5.54% 08/01/2011 530,000.00
5.54% 08/01/2012 560,000.00
5.54% 08/01/2013 590,000.00
5.54% 08/01/2014 625,000.00
5.54% 08/01/2015 660,000.00
5.54% 08/01/2016 695,000.00
5.54% 08/01/2017 735,000.00
5.71% 08/01/2018 775,000.00
5.71% 08/01/2019 820,000.00
5.71% 08/01/2020 865,000.00
5.71% 08/01/2021 915,000.00
5.71% 08/01/2022 965,000.00
5.71% 08/01/2023 1,020,000.00
5.71% 08/01/2024 1,080,000.00
5.71% 08/01/2025 1,140,000.00
5.71% 08/01/2026 1,205,000.00
5.71% 08/01/2027 1,275,000.00
5.71% 08/01/2028 1,350,000.00
5.71% 08/01/2029 1,425,000.00
5.71% 08/01/2030 1,510,000.00
5.71% 08/01/2031 1,595,000.00
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$20,840,000.00




Description

Series 2001 C
Sewer Revenue Bonds

Term Bonds

Term Bonds

Series 2002A
Sewer Revenue
Refunding Bonds

Dated
Date

11/27/01

11/27/01

11/27/01

05/03/02

Accreted
Original Value
Amount at Maturity

$4,015,000.00

$3,180,000.00

$6,055,000.00

$68,715,000.00
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THE NORTH HUDSON SEWERAGE AUTHORITY
SUPPORTING SCHEDULE OF LONG-TERM DEBT
(AS DESCRIBED IN NOTE #5)

FOR THE YEAR ENDED JANUARY 31, 2010

Schedule 9
Maturities

Rate Date Amount
4.10% 08/01/2010 305,000.00
4.20% 08/01/2011 315,000.00
4.30% 08/01/2012 330,000.00
4.40% 08/01/2013 345,000.00
4.50% 08/01/2014 355,000.00
4.625% 08/01/2015 375,000.00
2,025,000.00
5.00% 08/01/2016 390,000.00
5.00% 08/01/2017 410,000.00
5.00% 08/01/2018 430,000.00
5.00% 08/01/2019 450,000.00
5.00% 08/01/2020 475,000.00
5.00% 08/01/2021 500,000.00
5.00% 08/01/2022 525,000.00
3,180,000.00
5.00% 08/01/2023 550,000.00
5.00% 08/01/2024 575,000.00
5.00% 08/01/2025 605,000.00
5.00% 08/01/2026 635,000.00
5.00% 08/01/2027 670,000.00
5.00% 08/01/2028 700,000.00
5.00% 08/01/2029 735,000.00
5.00% 08/01/2030 775,000.00
5.00% 08/01/2031 810,000.00
6,055,000.00
4.75% 08/01/2010 160,000.00
5.00% 08/01/2011 8,690,000.00
5.00% 08/01/2012 9,125,000.00
5.25% 08/01/2016 11,495,000.00
5.25% 08/01/2017 12,095,000.00
5.25% 08/01/2018 12,735,000.00
5.25% 08/01/2016 13,405,000.00

67,705,000.00




THE NORTH HUDSON SEWERAGE AUTHORITY
SUPPORTING SCHEDULE OF LONG-TERM DEBT

(AS DESCRIBED IN NOTE #5)

FOR THE YEAR ENDED JANUARY 31, 2010

Dated Original
Description Date Amount
Series 2006A
Sewer Revenue
Refunding Bonds 07/27/06 $80,935,000.00

Total Bonds Payable
Note Payable

New Jersey Environmental Infrastructure
Trust and Fund Loan (Per attached schedule)

Unamortized Premium on Bonds

Less:
Deferred Bond Defeasance Costs

Analysis

Current Portion
Note Payable
Long Term Portion

Accreted
Value

at Maturit

$11,170,030.02
37,750,000.00
293,606,452.20
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Schedule 9
Maturities

Rate Date Amount
5.250% 08/01/2010 4,100,000.00
5.250% 08/01/2011 4,315,000.00
5.250% 08/01/2012 4,540,000.00
5.250% 08/01/2013 4,780,000.00
5.250% 08/01/2014 5,030,000.00
5.250% 08/01/2015 5,300,000.00
5.250% 08/01/2016 5,575,000.00
5.125% 08/01/2017 5,870,000.00
5.125% 08/01/2018 5,470,000.00
5.125% 08/01/2019 5,750,000.00
5.125% 08/01/2020 6,045,000.00
5.125% 08/01/2021 6,355,000.00
5.125% 08/01/2022 6,680,000.00

69,810,000.00

227,483,769.70

37,750,000.00

84,643,362.14

2,532,419.94

(9,883,069.56)

$342,526,482.22

$342,526,482.22




THE NORTH HUDSON SEWERAGE AUTHORITY

SUPPORTING SCHEDULE OF LONG-TERM DEBT
(AS DESCRIBED IN NOTE #5)

FOR THE YEAR ENDED JANUARY 31, 2010

Schedule 9
New Jersey Environmental Infrastructure Trust-2002
The Authority issued subordinated bonds of $17,620,000.00 to the New Jersey Environmental Infrastructure
Trust (the "Infrastructure Trust") and a $16,201,400.00 subordinated bonds to the State of New Jersey pursuant to
the Infrastructure Trust program. The bonds were issued to provide financing for the "Solids" and "Floatables"
Removal Project. The bonds issued to the Infrastructure Trust bear interest at rates of 4.75% to 5.00%. The
second bonds issued to the State are non-interest bearing.
The loan has been recorded on the balance sheet of the Authority as an account receivable (due from the
Infrastructure Trust) with a corresponding account payable (Infrastructure Trust loan payable.) At January 31,
2009, the receivable balance was $4,868,380 and the payable balance was $25,635,171.57, respectively.
The first three interest payments due 8/1/03, 2/1/04 and 8/1/04 were capitalized as part of fixed assets.
New Jersey Environmental Infrastructure Trust
Total Trust and Fund Loan Net Debt Service
Maturities
Trust Loan
Date Principal Coupon Interest Fund Loan
02/01/10 305,618.75 02/01/10 190,854.45
08/01/10 830,000.00 4.000 % 305,618.75 08/01/10 709,177.35
02/01/11 289,018.75 02/01/11 180,487.99
08/01/11 865,000.00 4.000 % 289,018.75 08/01/11 720,667.88
02/01/12 271,718.75 02/01/12 169,684.39
08/01/12 900,000.00 4.000 % 271,718.75 08/01/12 731,721.27
02/01/13 253,718.75 02/01/13 158,443.66
08/01/13 935,000.00 4.000 % 253,718.75 08/01/13 742,337.53
02/01/14 235,018.75 02/01/14 146,765.78
08/01/14 970,000.00 4.125% 235,018.75 08/01/14 752,516.64
02/01/15 215,012.50 02/01/15 134,272.17
08/01/15 1,010,000.00 4.125% 215,012.50 08/01/15 765,002.44
02/01/16 194,181.25 02/01/16 121,263.35
08/01/16 1,055,000.00 4.250% 194,181.25 08/01/16 780,095.48
02/01/17 171,762.50 02/01/17 107,263.17
08/01/17 1,100,000.00 4.375% 171,762.50 08/01/17 794,197.14
02/01/18 147,700.00 02/01/18 92,236.49
08/01/18 1,145,000.00 4.500% 147,700.00 08/01/18 807,272.30
02/01/19 121,937.50 02/01/19 76,148.19
08/01/19 1,195,000.00 4.500% 121,937.50 08/01/19 822,408.27
02/01/20 95,050.00 02/01/20 59,357.33
08/01/20 1,250,000.00 4.750% 95,050.00 08/01/20 839,964.11
02/01/21 65,362.50 02/01/21 40,817.92
08/01/21 1,310,000.00 4.750% 65,362.50 08/01/21 858,893.83
02/01/22 34,250.00 02/01/22 21,388.62
08/01/22 1,370,000.00 5.000% 34,250.00 08/01/22 876,933.82

$13,935,000.00

$4,800,700.00

$11,700,171.57

Total:

$25,635,171.57
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Schedule 9
NORTH HUDSON SEWERAGE AUTHORITY
SUPPORTING SCHEDULE OF LONG-TERM DEBT
(AS DESCRIBED IN NOTE #5)
FOR THE YEAR ENDED JANUARY 31, 2010

New Jersey Environmental Infrastructure Trust - 2004

The Authority issued subordinated bonds of $4,290,000.00 to the New Jersey Environmental Infrastructure
Trust (“Infrastructure Trust”) and 11,645,148.00 subordinated bonds to the State of New Jersey pursuant to
the Infrastructure Trust Program. The bonds were issued to provide financing for the “Solids” and
“Floatables” Removal Project. The bonds issued to the Infrastructure Trust bear interest at rates of 3.00%
to 5.50%. The second bonds issued to the State are non-interest bearing.

The loan has been recorded on the balance sheet of the Authority as an account receivable (due from the
Infrastructure Trust) with a corresponding account payable (Infrastructure Trust loan payable.) As January
31, 2010, the receivable balance was $3,167,112.00, and the payable balance was $13,319,286.13,
respectively. Interest payments were capitalized as part of fixed assets in the amount of $193,051.26.

New Jersey Environmental Infrastructure Trust
Total Trust and Fund Loan Net Debt Service

Trust Loan Agreement Fund Loan
Trust Loan Semiannual
Date Principal Coupon Interest Date Principal
2/1/2010 2/1/2010 Prepaid 01/31/10
8/1/2010 185,000.00 3.125% 88,650.63 8/1/2010 485,975.73
2/1/2011 85,760.00 2/1/2011 152,301.05
8/1/2011 195,000.00 3.350% 85,760.00 8/1/2011 498,601.25
2/1/2012 82,493.75 2/1/2012 146,500.52
8/1/2012 200,000.00 3.500% 82,493.75 8/1/2012 501,680.22
2/1/2013 78,993.75 2/1/2013 140,284.88
8/1/2013 205,000.00 3.600% 78,993.75 8/1/2013 504,344.06
2/1/2014 75,303.75 2/1/2014 133,731.81
8/1/2014 215,000.00 3.750% 75,303.75 8/1/2014 515,549.98
2/1/2015 71,272.50 2/1/2015 126,572.72
8/1/2015 220,000.00 3.850% 71,272.50 8/1/2015 517,270.38
2/1/2016 67,037.50 2/1/2016 119,051.79
8/1/2016 230,000.00 4.000% 67,037.50 8/1/2016 527,508.44
2/1/2017 62,437.50 2/1/2017 110,882.66
8/1/2017 240,000.00 5.000% 62,437.50 8/1/2017 537,098.29
2/1/2018 56,437.50 2/1/2018 100,227.27
8/1/2018 250,000.00 5.000% 56,437.50 8/1/2018 544,201.88
2/1/2019 50,187.50 2/1/2019 89,127.90
8/1/2019 265,000.00 5.500% 50,187.50 8/1/2019 559,741.00
2/1/2020 42,900.00 2/1/2020 76,186.04
8/1/2020 280,000.00 5.500% 42,900.00 8/1/2020 573,437.61
2/1/2021 35,200.00 2/1/2021 62,511.62
8/1/2021 295,000.00 5.500% 35,200.00 8/1/2021 586,401.67
2/1/2022 27,087.50 2/1/2022 48,104.65
8/1/2022 310,000.00 5.500% 27,087.50 8/1/2022 598,633.17
2/1/2023 18,562.50 2/1/2023 32,965.11
8/1/2023 330,000.00 5.500% 18,562.50 8/1/2023 619,011.61
2/1/2024 9,487.50 2/1/2024 16,848.83
8/1/2024 345,000.00 5.500% 9,487.50 8/1/2024 629,533.99
$3,765,000.00 $1,614,973.13 $9,554,286.13
Total: $13,319,286.13

-63-



NORTH HUDSON SEWERAGE AUTHORITY
SUPPORTING SCHEDULE OF LONG-TERM DEBT
(AS DESCRIBED IN NOTE #5)

FOR THE YEAR ENDED JANUARY 31, 2010

New Jersey Environmental Infrastructure Trust - 2005

New Jersey Environmental Infrastructure Trust
Total Trust and Fund Loan Net Debt Service

Schedule 9

The Authority issued subordinated bonds of $2,360,000.00 to the New Jersey Environmental Infrastructure
Trust (“Infrastructure Trust”) and $6,038,809.00 subordinated bonds to the State of New Jersey pursuant to
the Infrastructure Trust Program. The bonds were issued to provide financing for the “Solids” and
“Floatables” Removal Project. The bonds issued to the Infrastructure Trust bear interest at rates of 4.50%

to 4.70%. The second bonds issued to the State are non-interest bearing.

The loan has been recorded on the balance sheet of the Authority as an account receivable (due from the
Infrastructure Trust) with a corresponding account payable (Infrastructure Trust loan payable.) As January
31, 2010, the receivable balance was $6,546,146.00 and the payable balance was $7,452,772.16,
respectively. Interest payments were capitalized as part of fixed assets in the amount of $105,772.50.

Trust Loan Agreement Fund Loan
Trust Loan Semiannual
Date Principal Coupon Interest Date Principal

2/1/2010 2/1/2010 Prepaid 01/31/10
8/1/2010 95,000.00 4.500% 46,586.25 8/1/2010 247,902.14
2/1/2011 44,336.25 2/1/2011 80,354.36
8/1/2011 100,000.00 4.375% 44,336.25 8/1/2011 252,839.53
2/1/2012 42,039.38 2/1/2012 76,473.45
8/1/2012 105,000.00 4.000% 42,039.38 8/1/2012 257,582.87
2/1/2013 39,839.38 2/1/2013 72,511.68
8/1/2013 110,000.00 4.125% 39,839.38 8/1/2013 262,245.36
2/1/2014 37,467.50 2/1/2014 68,717.01
8/1/2014 115,000.00 4.200% 37,467.50 8/1/2014 267,074.94
2/1/2015 34,947.50 2/1/2015 64,625.87
8/1/2015 120,000.00 4.300% 34,947.50 8/1/2015 271,608.07
2/1/2016 32,260.00 2/1/2016 60,279.25
8/1/2016 125,000.00 4.400% 32,260.00 8/1/2016 275,885.70
2/1/2017 29,400.00 2/1/2017 55,643.71
8/1/2017 130,000.00 4.500% 29,400.00 8/1/2017 279,874.42
2/1/2018 26,362.50 2/1/2018 50,710.63
8/1/2018 135,000.00 4.500% 26,362.50 8/1/2018 283,565.60
2/1/2019 23,212.50 2/1/2019 45,471.40
8/1/2019 140,000.00 4.500% 23,212.50 8/1/2019 286,950.62
2/1/2020 19,837.50 2/1/2020 40,038.11
8/1/2020 150,000.00 4.600% 19,837.50 8/1/2020 298,765.86
2/1/2021 16,272.50 2/1/2021 34,216.74
8/1/2021 155,000.00 4.625% 16,272.50 8/1/2021 301,568.74
2/1/2022 12,572.50 2/1/2022 28,067.64
8/1/2022 160,000.00 4.700% 12,572.50 8/1/2022 304,043.90
2/1/2023 8,577.50 2/1/2023 21,685.69
8/1/2023 170,000.00 4.700% 8,577.50 8/1/2023 314,910.47
2/1/2024 4,347.50 2/1/2024 14,794.91
8/1/2024 180,000.00 4.700% 4,347.50 8/1/2024 325,268.20
2/1/2025 2/1/2025 7,498.79
8/1/2025 185,000.00 8/1/2025 326,596.50

$2,175,000.00 $789,531.27 $5,277,772.16

Total: $7,452,772.16
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Schedule 9
NORTH HUDSON SEWERAGE AUTHORITY
SUPPORTING SCHEDULE OF LONG-TERM DEBT
(AS DESCRIBED IN NOTE #5)
FOR THE YEAR ENDED JANUARY 31, 2010

New Jersey Environmental Infrastructure Trust
Total Trust and Fund Loan Net Debt Service

New Jersey Environmental Infrastructure Trust - 2006

The Authority issued subordinated bonds of $2,515,000.00 to the New Jersey Environmental Infrastructure
Trust (“Infrastructure Trust”) and $6,744,477.00 subordinated bonds to the State of New Jersey pursuant to
the Infrastructure Trust Program. The bonds were issued to provide financing for the “Solids” and
“Floatables” Removal Project. The bonds issued to the Infrastructure Trust bear interest at rates of 4.00%
to 5.00%. The second bonds issued to the State are non-interest bearing.

The loan has been recorded on the balance sheet of the Authority as an account receivable (due from the
Infrastructure Trust) with a corresponding account payable (Infrastructure Trust loan payable.) As January
31, 2010, the receivable balance was $7,103,449 and the payable balance was $8,688,999.41, respectively.
Interest payments were capitalized as part of fixed assets in the amount of $201,112.58.

Trust Loan Agreement Fund Loan
Trust Loan Semiannual
Date Principal Coupon Interest Date Principal

2/1/2010 2/1/2010 Prepaid 01/31/10
8/1/2010 100,000.00 4.000% 53,621.88 8/1/2010 281,299.31
2/1/2011 51,621.88 2/1/2011 94,525.58
8/1/2011 100,000.00 5.000% 51,621.88 8/1/2011 277,637.08
2/1/2012 49,121.88 2/1/2012 89,947.79
8/1/2012 105,000.00 5.000% 49,121.88 8/1/2012 282,214.86
2/1/2013 46,496.88 2/1/2013 85,141.12
8/1/2013 110,000.00 5.000% 46,496.88 8/1/2013 286,563.76
2/1/2014 43,746.88 2/1/2014 80,105.55
8/1/2014 115,000.00 5.000% 43,746.88 8/1/2014 290,683.77
2/1/2015 40,871.88 2/1/2015 74,841.10
8/1/2015 125,000.00 5.000% 40,871.88 8/1/2015 303,730.46
2/1/2016 37,746.88 2/1/2016 69,118.86
8/1/2016 130,000.00 5.000% 37,746.88 8/1/2016 307,163.80
2/1/2017 34,496.88 2/1/2017 63,167.74
8/1/2017 135,000.00 4.000% 34,496.88 8/1/2017 310,368.26
2/1/2018 31,796.88 2/1/2018 58,223.73
8/1/2018 140,000.00 4.000% 31,796.88 8/1/2018 314,579.82
2/1/2019 28,996.88 2/1/2019 53,096.61
8/1/2019 145,000.00 4.000% 28,996.88 8/1/2019 318,608.27
2/1/2020 26,096.88 2/1/2020 47,786.37
8/1/2020 155,000.00 4.000% 26,096.88 8/1/2020 331,609.19
2/1/2021 22,996.88 2/1/2021 42,109.92
8/1/2021 160,000.00 4.125% 22,996.88 8/1/2021 335,088.31
2/1/2022 19,696.88 2/1/2022 36,067.24
8/1/2022 165,000.00 4.125% 19,696.88 8/1/2022 338,201.20
2/1/2023 16,293.75 2/1/2023 29,835.72
8/1/2023 170,000.00 4.250% 16,293.75 8/1/2023 341,125.26
2/1/2024 12,681.25 2/1/2024 23,220.82
8/1/2024 180,000.00 5.000% 12,681.25 8/1/2024 352,821.51
2/1/2025 8,181.25 2/1/2025 14,980.80
8/1/2025 190,000.00 4.250% 8,181.25 8/1/2025 362,892.64
2/1/2026 4,143.75 2/1/2026 7,587.68
8/1/2026 195,000.00 4.250% 4,143.75 8/1/2026 364,655.28

$2,420,000.00 $1,003,597.00 $6,268,999.41

Total: $8,688,999.41
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NORTH HUDSON SEWERAGE AUTHORITY
SUPPORTING SCHEDULE OF LONG-TERM DEBT
(AS DESCRIBED IN NOTE #5)
FOR THE YEAR ENDED JANUARY 31, 2010

New Jersey Environmental Infrastructure Trust
Total Trust and Fund Loan Net Debt Service

New Jersey Environmental Infrastructure Trust - 2007

The Authority issued subordinated bonds of $1,645,000.00 to the New Jersey Environmental Infrastructure
Trust (“Infrastructure Trust”) and $4,544,665.00 subordinated bonds to the State of New Jersey pursuant to
the Infrastructure Trust Program. The bonds were issued to provide financing for the “Solids” and
“Floatables” Removal Project. The bonds issued to the Infrastructure Trust bear interest at rates of 3.40%
to 5.00%. The second bonds issued to the State are non-interest bearing.

The loan has been recorded on the balance sheet of the Authority as an account receivable (due from the
Infrastructure Trust) with a corresponding account payable (Infrastructure Trust loan payable.) As January
31, 2010, the receivable balance was $6,869,000.00 and the payable balance was $5,897,429.87,
respectively.

Trust Loan Agreement Fund Loan
TrustLoan Semiannual
vawe Frnncipal coupon mweresc vdie Fnncipal

2/142010 2/12010 Prepaid 013710
8/12010 60,000.00 5.000% 35,590.00 8/12010 177,784.54
2/¥201 34,090.00 2/17201 63,402.81
8/1201 60,000.00 5.000% 34,090.00 8/1201 174,994.74
2/12012 32,590.00 2/12012 60,613.01
8/1/2012 65,000.00 3.400% 32,590.00 8/12012 181504.27
2/12013 31485.00 2/12013 58,557.86
8/12013 70,000.00 3.500% 31485.00 8/12013 188,748.44
2/42014 30,260.00 2/12014 56,279.52
8/12014 70,000.00 3.600% 30,260.00 8/12014 186,470.11
2/12015 29,000.00 2/12015 53,936.09
8/12015 75,000.00 5.000% 29,000.00 8/12015 193,426.01
2/12016 27,125.00 2/12016 50,448.85
8/12016 75,000.00 5.000% 27,125.00 8/12016 189,938.76
2/42017 25,250.00 2/12017 46,96160
8/12017 80,000.00 5.000% 25,250.00 8/12017 195,750.84
2/12018 23,250.00 2/12018 43,24187
8/12018 85,000.00 5.000% 23,250.00 8/1/2018 201,330.43
2/12019 21125.00 2/12019 39,289.65
8/12019 90,000.00 4.000% 21125.00 8/12019 206,677.55
2/12020 19,325.00 2/12020 35,94190
8/12020 90,000.00 4.000% 19,325.00 8/12020 203,329.79
2/12021 17,525.00 2/12021 32,594.14
8/12021 95,000.00 5.000% 17,525.00 8/1/2021 209,28136
2/12022 15,150.00 2/12022 28,176.96
8/12022 100,000.00 5.000% 15,150.00 8/12022 214,163.51
2/12023 12,650.00 2/12023 23,527.29
8/12023 105,000.00 4.250% 12,650.00 8/12023 218,813.17
2/12024 10,418.75 2/12024 19,377.47
8/12024 110,000.00 4.500% 10,418.75 8/12024 223,962.67
2/12025 7,943.75 2/12025 14,774.30
8/12025 115,000.00 4.500% 7,943.75 8/12025 228,658.83
2/12026 5,356.25 2/12026 9,96190
8/12026 120,000.00 4.500% 5,356.25 8/12026 233,145.76
2/42027 2,656.25 2/142027 4,940.26
8/12027 125,000.00 4.250% 2,656.25 8/12027 237,423.61

$1590,000.00 $725,990.00 $4,307,429.87
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NORTH HUDSON SEWERAGE AUTHORITY

SUPPORTING SCHEDULE OF LONG-TERM DEBT
(AS DESCRIBED IN NOTE #5)

FOR THE YEAR ENDED JANUARY 31, 2010

New Jersey Environmental Infrastructure Trust - 2008

New Jersey Environmental Infrastructure Trust
Total Trust and Fund Loan Net Debt Service

Schedule 9

The Authority issued subordinated bonds of $9,500,000.00 to the New Jersey Environmental Infrastructure
Trust (“Infrastructure Trust”) and $24,500,000.00 subordinated bonds to the State of New Jersey pursuant
to the Infrastructure Trust Program. The bonds were issued to provide financing for the “2008 Capital
Improvement Program.” The bonds issued to the Infrastructure Trust bear interest at rates of 5.00% to
5.50%. The second bonds issued to the State are non-interest bearing. The loan agreement was amended in
2009 and the bonds were reduced to $4,097,176 for the “Infrastructure Trust” portion and $8,334,027 for

the “Fund “ portion.

The loan has been recorded on the balance sheet of the Authority as an account receivable (due from the
Infrastructure Trust) with a corresponding account payable (Infrastructure Trust loan payable.) As January
31, 2010, the receivable balance was $6,542,357.00 and the payable balance was $12,431,203.00,

respectively.

Trust Loan Agreement Fund Loan
TrustLoan Semiannual
Date Principal Coupon Interest Date Principal
8/12010 243,768.75
2/1201 243,768.75 2/y201
8/1201 335,000.00 5.000% 243,768.75 8/y201 974,738.68
2/12012 235,393.75 2/12012 396,440.53
8/12012 350,000.00 5.000% 235,393.75 8/142012 985,896.24
2/42013 226,643.75 2/42013 381704.14
8/12013 370,000.00 5.000% 226,643.75 8/142013 1004,843.03
2/42014 217,393.75 2/42014 366,125.67
8/12014 385,000.00 5.000% 217,393.75 8/42014 1014,526.94
2/120155 207,768.75 2/42015 349,915.64
8/1201 405,000.00 5.000% 207,768.75 8/142015 1032,000.09
2/142016 197,643.75 2/42016 332,863.53
8/12016 425,000.00 5.000% 197,643.75 8/142016 1048,63116
2/42017 187,018.75 2/42017 314,969.33
8/142017 450,000.00 5.000% 187,018.75 8/42017 131,372.02
2/12018 175,768.75
8/12018 470,000.00 5.000% 175,768.75
2/12019 164,018.75
8/12019 495,000.00 5.250% 164,018.75
2/12020 151,025.00
8/1/2020 412,176.00 5.500% 151,025.00
4,097,176.00 $4,256,656.25 $8,334,027.00
Total: $12,431203.00

-67-



New Jersey Environmental Infrastructure Trust — 2009

NORTH HUDSON SEWERAGE AUTHORITY
SUPPORTING SCHEDULE OF LONG-TERM DEBT

(AS DESCRIBED IN NOTE #5)

FOR THE YEAR ENDED JANUARY 31, 2010

New Jersey Environmental Infrastructure Trust

Total Trust and Fund Loan Net Debt Service

Schedule 9

The Authority issued subordinated bonds of $2,895,000 to the New Jersey Environmental Infrastructure Trust
(“Infrastructure Trust™) and $8,323,500 subordinated bonds to the State of New Jersey pursuant to the Infrastructure
Trust Program. The bonds were issued to provide financing for the “Solids” and “Floatables” Removal Project. The
bonds issued to the Infrastructure Trust bear interest at rates of 3.40% to 5.00%. The second bonds issued to the State

are non-interest bearing.

The loan has been recorded on the balance sheet of the Authority as an account receivable (due from the Infrastructure

Trust Loan Agreement Fund Loan
Trust Loan Semiannual
Date Principal Coupon Interest Date Principal

8/1/2010 Capitalized
2/y2011 Capitalized
8/1/2011 105,000.00 2.000% 59,387.50 8/12011 297,267.85
2/12012 58,337.50 2/12012 148,633.92
8/1/2012 105,000.00 3.000% 58,837.50 8/12012 297,267.85
2/12013 56,762.50 2/12013 148,633.92
8/1/2013 110,000.00 5.000% 56,762.50 8/12013 297,267.85
2/12014 54,012.50 2/12014 148,633.92
8/1/2014 115,000.00 5.000% 54,012.50 8/12014 297,267.85
2/12015 51137.50 2/12015 148,633.92
8/1/2015 120,000.00 5.000% 51137.50 8/12015 297,267.85
2/12016 48,137.50 2/12016 148,633.92
8/1/2016 125,000.00 5.000% 48,137.50 8/12016 297,267.85
2/12017 45,012.50 2/12017 148,633.92
8/1/2017 130,000.00 5.000% 45,012.50 8/12017 297,267.85
2/1/2018 41762.50 2/12018 148,633.92
8/1/2018 140,000.00 5.000% 41762.50 8/12018 297,267.85
2/12019 38,262.50 2/12019 148,633.92
8/1/2019 145,000.00 4.000% 38,262.50 8/12019 297,267.85
2/12020 35,362.50 2/12020 148,633.92
8/1/2020 150,000.00 4.000% 35,362.50 8/1/2020 297,267.85
2/1/2021 32,362.50 2/12021 148,633.92
8/1/2021 155,000.00 4.000% 32,362.50 8/12021 297,267.85
2/12022 29,262.50 2/12022 148,633.92
8/1/2022 165,000.00 3.500% 29,262.50 8/12022 297,267.85
2/12023 26,375.00 2/12023 148,633.92
8/1/2023 170,000.00 4.000% 26,375.00 8/12023 297,267.85
2/12024 22,975.00 2/12024 148,633.92
8/12024 175,000.00 4.000% 22,975.00 8/12024 297,267.85
2/12025 19,475.00 2/12025 148,633.92
8/1/2025 180,000.00 3.750% 19,475.00 8/1/2025 297,267.85
2/12026 16,100.00 2/12026 148,633.92
8/1/2026 190,000.00 4.000% 16,100.00 8/12026 297,267.85
2/12027 12,300.00 2/12027 148,633.92
8/12027 195,000.00 4.000% 12,300.00 8/12027 297,267.85
2/12028 8,400.00 2/12028 148,633.92
8/1/2028 205,000.00 4.000% 8,400.00 8/1/2028 297,267.85
2/12029 4,300.00 2/12029 148,633.92
8/1/2029 215,000.00 4.000% 4,300.00 8/1/2029 297,268.4

$2,895,000.00 $1260,562.50 $8,323,500.00

Total: $11,218,500.00

Trust) with a corresponding account payable (Infrastructure Trust loan payable.) As January 31, 2010, the receivable
balance was $11,218,500 and the payable balance was $11,218,500, respectively.
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Unamortized Cost of Issuance (Series 1992)

Unamortized:
Series 2001A Discount

Series 2001A Cost of Issuance

Series 2001B Discount

Series 2001B Cost of Issuance

Series 2001B Taxable Cost of Issuance
Series 2001C Discount

Series 2001C Cost of Issuance

Series 2002 Costs of Issuance

Series 2002 Bond Defeasance Costs
Series 2006 Bonds Cost of Issuance
Series 2006 Bonds Loss on Refinancing

Unamortized Costs of Issuance- Forward Bond Purchase
Agreement

2009 TD Note Cost of Issuance

2009 TD Note: Loss on Defeasance

Unamortized Premium (Series 2006)
Unamortized Premium (Series 2002)

Unamortized Premium (Series 2001 B)

Total

(SERIES 2009)
(SERIES 2006)
(SERIES 2002)
(SERIES 2001 B)

* Note 5

THE NORTH HUDSON SEWERAGE AUTHORITY

SCHEDULE OF COSTS OF DEBT ISSUANCE / DEFEASANCE

FOR THE YEAR ENDED JANUARY 31, 2010
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Schedule 10
Amortization
Accumulated Fiscal
Amortization: Loss on Year Ended
Total Through Balance Refinance/ Jan. 31, 2010 Balance
Deferred Costs Jan. 31, 2009 Jan. 31, 2009 New Bond Issue Unrestricted Jan. 31, 2010
$3,753,246.41 $2,264,284.71 $1,488,961.70 $156,385.27 $1,332,576.43
249,025.50 81,279.16 167,746.34 10,376.06 157,370.28
564,472.89 184,237.68 380,235.21 23,519.71 356,715.50
231,467.50 68,154.32 163,313.18 7,715.58 155,597.60
360,810.40 106,238.62 254,571.78 12,027.01 242,544.77
319,244.89 48,137.60 271,107.29 11,401.60 259,705.69
155,639.85 87,331.25 68,308.60 11,117.13 57,191.47
356,031.42 199,773.18 156,258.24 25,430.82 130,827.42
1,332,124.34 499,546.63 832,577.71 74,006.91 758,570.80
3,455,968.00 1,295,988.00 2,159,980.00 191,998.22 1,967,981.78
983,380.45 184,383.84 798,996.61 61,461.28 737,535.33
3,600,347.53 675,065.16 2,925,282.37 225,021.72 2,700,260.65
172,122.65 172,122.65 0.00 0.00
809,134.38 0.00 809,134.38 157,331.68 651,802.70
6,473,578.50 6,473,578.50 1,258,751.37 5,214,827.13
(1,216,737.50) (228,138.28) (988,599.22) (76,046.09) (912,553.13) *
(2,520,622.85) (945,233.57) (1,575,389.28) (140,034.60) (1,435,354.68) *
(210,871.00) (17,572.58) (193,298.42) (8,786.29) (184,512.13) *
$18,868,363.36 $4,675,598.37 $14,192,764.99 $0.00 $2,001,677.38 $12,191,087.61
Defeasance Costs Premiums
5,214,827.13
2,700,260.65 (912,553.13)
1,967,981.78 (1,435,354.68)
(184,512.13)
$9,883,069.56 * ($2,532,419.94) *



THE NORTH HUDSON SEWERAGE AUTHORITY
SCHEDULE OF BALANCE SHEET
TRUST FUNDS
FOR THE YEAR ENDED JANUARY 31, 2010

Schedule 11

Developers Escrow Fund

Assets
Cash $925,663.50

Liabilities and Fund Equity
Reserve for Developers Escrow $925,663.50

Unemployment Trust Fund

Assets
Cash $33,408.15

Liabilities and Fund Equity
Reserve for Unemployment Insurance $33,408.15

Defeased Escrow Fund

Assets
Cash $404,998.25

Liabilities and Fund Equity
Reserve for Defeased Escrow $404,998.25
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THE NORTH HUDSON SEWERAGE AUTHORITY
SCHEDULE OF REVENUES AND EXPENDITURES
TRUST FUNDS
FOR THE YEAR ENDED JANUARY 31, 2010

Schedule 12

Developers Unemployment Defeased
Escrow Trust Escrow
Fund Fund Fund Total
Cash and Investments
February 1, 2009 $1,003,514.57 $25,949.16 $1,029,463.73
Receipts:
Interest on Investments 1,592.37 132.49 1,724 .86
11,606,430.25 11,606,430.25
Developers Fees/Other 1,429,945.55 7,326.50 1,437,272.05
Total Cash Receipts 1,431,537.92 7,458.99 11,606,430.25 13,045,427.16

Cash Disbursements:

Fees / Refunds 9,388.99 9,388.99
Transfer to Bond Service to Defease Bonds 11,201,432.00
Transfer to Operating /
Deferred Revenue Account 1,500,000.00 1,500,000.00
Total Cash Disbursements 1,509,388.99 0.00 11,201,432.00 1,509,388.99

Cash and Investments
January 31, 2010 $925,663.50 $33,408.15 $404,998.25

$12,565,501.90

Balance Comprised of:

Reserve for Developers Escrow $925,663.50 $ $925,663.50
Reserve for Unemployment Insurance 33,408.15 33,408.15
Reserve for Defeased Escrow Fund 404,998.25 404,998.25

$925,663.50 $33,408.15 $404,998.25 $1,364,069.90
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STATISTICAL SECTION



North Hudson Sewerage Authority
Expenditures by Function

Last Three Fiscal Years

Bad Debt/
Fiscal Year Ended Administration Cost of Providing Interest on Depreciation and Loss on
January 31, Salaries and Benefits Other Expenses Services Debt Amortization Receivables
2010 $731,015.71 $1,408,855.32 $12,882,872.45 $12,550,916.14 $5,883,166.36 $565,311.59
2009 764,286.73 2,638,261.46 10,817,664.13 17,501,020.89 4,349,774.91
2008 724,054.05 2,221,851.02 10,008,657.60 17,414,215.53 4,158,666.16
2007 668,332.87 2,180,423.67 9,477,065.52 14,672,504.29 4,845,854.47
2006 607,831.33 2,241,850.75 9,350,149.97 14,198,161.60 6,906,305.07
2005 574,047.37 2,189,103.86 9,005,139.54 13,579,179.75 6,769,996.61 6,381.47
2004 547,854.51 2,249,245.40 8,586,705.79 13,067,826.47 6,596,493.95 10,022.48
2003 494,234.76 1,911,665.66 8,511,960.94 11,593,164.85 5,896,123.24 14,149.62
2002 535,562.70 1,786,981.13 8,307,238.24 11,215,765.42 4,894,927.34
2001 586,677.40 1,460,758.27 7,686,517.30 13,691,749.50 3,562,889.52 5,352.94

*

and Non-profit Audit C

Adjustment of Allowance for Doubtful Accounts
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North Hudson Sewerage Authority

Revenues by Source

Last Three Fiscal Years

Fiscal Year Ended User Fees Interest and Interest Connection Grant Forward Structured
January 31, and Charges Penalties Income Fees Revenue Miscellaneous Bond Purchase Lease

2010 32,420,060.89 1,527,332.77 $ 202,828.23 $ 3,157,398.59 40,908.42

2009 30,466,260.47 1,481,551.34 566,713.40 6,471,642.99 1,284,386.00 12,237.67

2008 28,894,842.27 1,331,735.24 1,512,264.29 4,233,524.88 34,633.32

2007 30,723,396.53 1,304,003.97 1,509,719.79 2,000,000.00 16,114.12

2006 29,882,651.27 1,165,362.48 1,173,972.56 2,007,578.74 807,986.00 149,112.31

2005 27,905,201.29 982,264.90 614,648.53 2,398,480.69 255,180.00 15,465.90 1,730,000.00

2004 26,331,750.04 990,234.45 338,438.04 1,500,000.00 270,452.00 29,932.59 11,925,000.00
2003 25,110,225.22 961,665.86 760,410.55 1,369,180.00 62,182.23

2002 25,147,190.87 1,109,378.77 1,502,597.18 619,228.96 91,343.62

2001 23,442,531.03 1,007,583.56 1,847,954.31 1,627,674.94 15,136.83
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North Hudson Sewerage Authority
User Rates
Last Three Fiscal Years

Fiscal Year Ended Rate per
January 31, 1,000 Gallons
2010 6.41
2009 5.78
2008 5.58
2007 5.39
2006 5.13
2005 5.03
2004 5.03
2003 4.79
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North Hudson Sewerage Authority
Principal Ratepayers
January 31, 2010
(Usage in thousands)

Ratepayer Service Address

JMC Management Inc. 5601 Blvd. East
West New York, New Jersey

Hoboken Housing Authority 655 Sixth Street
Hoboken, New Jersey

Stevens Institute 501 Hudson Palmer HL
Hoboken, New Jersey

Hoboken South Water 333 River Street
Hoboken, New Jersey

New Jersey Transit 1 Hudson Place
Hoboken, New Jersey

Parkview Towers Corp. 50th Street
West New York, New Jersey

Riviera Towers Corp. 6040 Boulevard East
West New York, New Jersey

Stevens Institute 900 Ninth Street
Hoboken, New Jersey

St. Mary Hospital 310 Third Street
Hoboken, New Jersey

Parkview Towers Corp. 52nd Street
West New York, New Jersey
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Usage

45,492

43,375

32,941

27,257

25,060

23,804

22,360

22,156

21,870

20,285



North Hudson Sewerage Authority
Ratio of Annual Debt Service Expenditures to Total Expenditures
Last Three Fiscal Years

Ratio of
Fiscal Year Ended Total Total Debt Service to
January 31, Principal Interest Debt Service Expenditures Expenditures
2010 * $ 6,302,290.71 $12,550,916.14 $ 18,853,206.85 $34,022,137.57 0.55
2009 10,723,675.23 17,501,020.89 28,224,696.12 36,071,008.12 0.78
2008 10,083,054.44 17,414,215.53 27,497,269.97 34,527,444.31 0.80
2007 7,444,828.23 14,672,504.29 22,117,332.52 31,844,180.82 0.69
2006 7,324,525.73 14,198,161.60 21,522,687.33 33,304,298.72 0.65
2005 5,708,815.30 13,579,179.75 19,287,995.05 32,123,848.60 0.60
2004 5,696,352.05 13,067,826.47 18,764,178.52 31,058,148.60 0.60
2003 4,860,670.00 11,593,164.85 16,453,834.85 28,421,299.07 0.58
2002 3,875,000.00 11,215,765.42 15,090,765.42 26,714,684.40 0.56
2001 5,400,127.20 13,691,749.50 19,091,876.70 27,357,402.07 0.70

*

Defeased Debt

-76 -



North Hudson Sewerage Authority
Revenue Bond Coverage
Last Three Fiscal Years

Net Revenue

Fiscal Year Ended Operating Operating Available for Debt Service Requirements
January 31, Revenues Expenses Debt Service Principal Interest Total Coverage
2010 $37,337,854.33 $19,456,877.38 17,880,976.95 $ 6,302,290.71 $12,550,916.14 18,853,206.85 (972,229.90)
2009 38,998,405.87 17,952,601.50 21,045,804.37 10,714,121.00 17,586,991.00 28,301,112.00 (7,255,307.63)
2008 36,006,999.75 16,476,718.32 19,530,281.43 10,232,393.00 17,470,776.00 27,703,169.00 (8,172,887.57)
2007 35,553,234.41 15,649,997.10 19,903,237.31 7,444,828.23 14,672,504.29 22,117,332.52 (2,214,095.21)
2006 34,297,269.60 15,408,423.64 18,888,845.96 7,324,525.73 14,198,161.60 21,522,687.33 (2,633,841.37)
2005 31,900,595.42 14,224,921.36 17,675,674.06 5,708,815.30 13,579,179.75 19,287,995.05 (1,612,320.99)
2004 29,169,733.60 13,717,101.33 15,452,632.27 5,696,352.05 13,067,826.47 18,764,178.52 (3,311,546.25)
2003 28,231,505.35 13,208,163.17 15,023,342.18 4,860,670.00 11,593,164.85 16,453,834.85 (1,430,492.67)
2002 29,282,383.37 12,668,327.51 16,614,055.86 3,875,000.00 11,215,765.42 15,090,765.42 1,523,290.44
2001 30,693,734.84 11,734,184.44 18,959,550.40 5,400,127.20 13,691,749.50 19,091,876.70 (132,326.30)
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North Hudson Sewerage Authority
Miscellaneous Statistics
January 31, 2010

Date of Creation - Hoboken-Union City-Weehawken-West New York Sewerage Authority November 1987
Date of Reorganization - The North Hudson Sewerage Authority October 1996
Form of Government Authority
Number of employees 6
Number of treatment plants 2
Daily average treatment in million gallons 245
Maximum daily capacity of treatment plants in million gallons 30.80
Length of combined sewers in linear feet 559,680
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Appreciation

We desire to express our appreciation of the assistance and courtesies rendered by the Authority Officials
and employees during the course of our audit.

kkhkkkkhkhhkhkkhkhhkhkkhhhkhkkhhhkhkkhhhkkkhihhkkhiihkkkk

Any issues noted during our audit were not of such magnitude that they would affect our ability to
express an opinion on the financial statements taken as a whole.
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