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CERTIFIED PUBLIC ACCOUNTANTS
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PrONE (973) 624-8100 Proxze (732) 780-2600

Fax (973)624-6101 Fax (732) 780-1030

INDEPENDENT AUDITOR’S REPORT

The Board of Commissioners
Sayreville Economic and Redevelopment Agency
Sayreville, New Jersey 08872 :

We have audited the accompanying financial statements of the Sayreville Economic and Redevelopment
Agency, a component unit of the Borough of Sayreville, County of Middlesex, State of New Jersey as of and
for the years ended December 31, 2011 and 2010, as listed in the table of contents. These component unit
basic financial statements are the responsibility of the Agency’s management. Our responsibility is to express
an opinion on these basic financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the basic 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 Agency's internal control over financial reporting. Accordingly, we
express no such opinion. An audit 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
the 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 opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Agency as of December 31, 2011 and 2010, and the respective changes in financial position
and cash flows, where applicable, thereof for the years then ended, in conformity with accounting principles
generally accepted in the United States of America.

As déscribed in Note 2, the Agency has implemented a new financial reporting mode!, as required by the
provisions of GASB Statement No. 34, Basic Financial Statements and Managemen_t's Discussion and

Analysis for State and Local Governments as of December 31, 2011.

In accordance with Government Auditing Standards, we have also issued our report dated October 26, 2012
on our consideration of the Agency'’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 conjunction with this report in considering the results of our audit.

MEMBERS AMERICAN INSTITUTE OF CERTIEIED PUBLIC ACCOUNTANTS
www.samuelklein-cpa-rma.com
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statements but is supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of inquiries
of management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information'and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements that
collectively comprise the Agency’s basic financial statements. The information included in the supplementary
schedules is presented for purposes of additional analysis and is not a required part of the financial
statements, but is presented as additional analytical data as required by the Division of Local Government
Services, Department of Community Affairs, State of New Jersey. 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.
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JOSEPH J. FACCONE, RMA, PA

Newark, New Jersey
October 26, 2012
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Within this section of the Sayreville Economic and Redevelopment Agency’s (the “Agency”) annual financial
report, the management of the Agency provides narrative discussion and analysis of the financial activities of
the Agency for the audit year ending December 31, 2011.

The Agency’s financial performance is discussed and a’nalyzed within the context of the accompanying
financial statements and notes following this section.

Discussion of Financial Statements Included in Annual Audit

The Agency prepares and presents its financial statements on several different bases, because of accounting
requirements and for internal use purposes.

The first set of statements, which consist of the Comparative Statement of Net Assets, the Comparative
Statement of Revenues, Expenses and Changes in Net Assets, and the Comparative Statement of Cash
Flows, is prepared on an accrual basis and is in accordance with accounting principles generally accepted in
the United States of America (GAAP) applicable to enterprise funds of state and local governments. These
statements are the official financial statements of the Sayreville Economic and Redevelopment Agency.

After the first set of statements and the “Notes to the Financial Statements” that follow is the second set of
statements. These statements are considered “Supplementary Information”.

The Agency has historically presented its financial statements on a "GAAP Basis”, and continues to do so
because it relates more fairly to the annual budget for the same period. The annual budget records all
encumbrances as charges against the adopted appropriation even if the items or services have not been
received.

Contained in the supplementary information are statements that report the Schedule of Operating Revenues
and Expenditures Compared to Budget. This statement compares the “Budget” revenues and expenses to
“Actual” revenues and expenses. This includes operating revenues and expenses, nonoperating revenues
and nonoperating expenses.

The Budget to Actual statement is a very important statement to the Agency management staff, because it is
how we measure our financial performance, particularly as it compares to the approved and adopted annual
budget and how it relates to the operational performance.

Other information or statements incorporated within the annual audit report are the Schedules of Cash
Receipts, Cash Disbursements and Changes in Cash and Cash Equivalents - Restricted and Unrestricted, the
detail listing of property held for redevelopment, and the Analysis of Accounts Payable.

For the purpose of the Management's Discussion and Analysis, the ensuing discussion will review the
financial statements of the Sayreville Economic and Redevelopment Agency, those prepared on an accrual
basis and in accordance with accounting principles generally accepted in the United States of America
(GAAP) applicable to Enterprise Funds of state and local governments. This is the first set of statements
included in the annual audit report.
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The Sayreville Economic and Redevelopment Agency’s Total Assets decreased $279,380.10 due mainly to
an increase in restricted assets. Total liabilities decreased $430.139.84 due to a decrease in restricted
liabilities. Assets exceeded liabilities by $14,284,003.18. This compares to 2010 where the assets exceeded
liabilities by $14,133,243.44.

The Sayreville Economic and Redevelopment Agency's Net Assets of $14,284,003.18 are comprised of the
following:

_Capital Assets - Net $ 13,841,000.00

Plus: Unrestricted Retained Earnings 443,003.18

$ 14,284,003.18

As of December 31,

2011 2010
Total Current Assets "$  454,003.18 $ 308,743.44
Total Restricted Assets 2,921,850.74 3,346,490.58
Net Capital Assets 13,841,000.00 13,841,000.00
17,216,853.92 17,496,234.02
Total Current Liabilities Payable
from Current Assets 11,000.00 16,500.00
Total Current Liabilities Payable
from Restricted Assets 2,921,850.74 3,346,490.58
Total Liabilities 2,932,850.74 3,362,990.58
Net Assets $14,284,003.18 ' $14,133,243.44

Total Current Assets increased because of increases to cash.
Total Restricted Assets have decreased because of grants receivable and cash for grants.
Total Current Liabilities Payable from Current Assets decreased because accounts payable have decreased.

Total Current Liabilities Payable from Restricted Assets decreased because reserves for grants have
decreased. '
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Comparative Statement of Revenues, Expenses and Changes in Net Assets

Operating Expenses decreased by $92,388.67.

Total Net Assets as of December 31, 2011 increased $150,759.74, from $14,133,243.44 to $14,284,003.18.

2011 2010
Operating Exp.enses ' $ 206,270.10 $ 208,658.77
Operating Loss . (206,270.10) (298,658.77)
Nonoperating Revenues 357,029.84 479,557.33
Change in Net Assets 150,759.74 180,898.56
Net Assets, Beginning ' 14,133,243.44 13,952,344.88
Net Assets, Ending $14,284,003.18 $ 14,133,243.44

Statement of Cash Flows

The net decrease in Cash and Cash Equivalents was $60,025.73.
Future Economic Qutlook

The Sayrevile Economic and Redevelopment Agency continues to work toward the acquisition and
redevelopment of the National Lead tract. The courts have authorized the Agency to take title to the property
through eminent domain and the Agency expects to finalize a deal with a redeveloper for the site after having
received qualifications from prospective developers. In addition, the Agency has reached agreement with the
PRC Group for sale of Agency property to be developed for age restricted housing.

Despite continued economic uncertainties in the region, the Agency expects that increasing growth and
development in the area and the strong demand for commercial projects in the Middlesex County region will
be beneficial to the ongoing redevelopment efforts of the Agency.
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‘ COMPARATIVE STATEMENTS OF NET ASSETS
DECEMBER 31, 2011 AND DECEMBER 31, 2010

i
£
§
£
4

ASSETS

Unrestricted Assets:
Cash and Cash Equivalents

Total Unrestricted Assets

Restricted Assets:
Cash and Cash Equivalents - Grants
Developer Deposits
Proceeds from Sale of Property:
Cash-and Cash Equivalents
Sub-Total
Grants Receivable

Total Restricted Assets

Noncurrent Assets: .
Property Held for Redevelopment

Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES

Current Liabilities Payable from Unrestricted Assets:

Accounts Payable

Total Current Liabilities Payable from
Unrestricted Assets

Current Liabilities Payable from Restricted Assets:
Reserve for Sale of Property
Reserve for Developer's Escrow
Reserve for Grants

Total Current Liabilities Payable from
Restricted Assets

TOTAL LIABILITIES

NET ASSETS:
Contributed Capital - Donated
Unrestricted

TOTAL NET ASSETS

See accompanying hotes to financial statements.

Balance
Dec. 31, 2011

$  454,003.18

Exhibit A

Balance
Dec. 31, 2010

$ 308,743.44

454,003.18

308,743.44

132,145.56

443,521.94

536,951.34
75,628.50

168,373.13

575,667.50
2,346,183.24

780,952.97
2,565,537.61

2,921,850.74

3,346,490.58

13,841,000.00

13,841,000.00

13,841,000.00

13,841,000.00

$17,216,853.92

$17,496,234.02

$ 11,000.00

$ 16,500.00

11,000.00

16,500.00

443,521.94
132,145.56
2,346,183.24

168,373.13
75,628.50
3,102,488.95

2,921,850.74

3,346,490.58

$ 2,932,850.74

$ 3,362,990.58

$13,841,000.00
443,003.18

$13,841,000.00
292,243.44

$ 14,284,003.18

$14,133,243.44
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SAYREVILLE ECONOMIC AND REDEVELOPMENT AGENCY

COMPONENT UNIT

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE FISCAL YEARS ENDED DECEMBER 31, 2011 AND DECEMBER 31. 2010

Operating Expenses:
Administrative

Operating Loss
Nonoperating Revenues:
Lease Agreements
Developer's Administration Fee
Developer's Reimbursement
Miscellaneous
Interest Earned
Total Nonoperating Revenues
Change in Net Assets
Unrestricted Net Assets, Beginning of Year
Unrestricted Net Assets, End of Year
Contributed Capital - Net, Beginning of Year
Contributed Capital - Net, End of Year

Total Net Assets, End of Year

See accompanying notes to financial statements.

Dec. 31, 2011

$ 206,270.10

.. -Exhibit B

Dec. 31, 2010

$ 298,658.77

(206,270.10)

(298,658.77)

119,972.85
200,000.00
32,199.71
137.50
4,719.78

101,514.92
200,000.00
89,746.43
82,221.83
6,074.15

357,029.84

479,557.33

150,759.74

292,243.44

180,898.56

111,344.88

443,003.18

292,243.44

13,841,000.00

13,841,000.00

13,841,000.00

13,841,000.00

$14,284,003.18

$14,133,243.44
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SAYREVILLE ECONOMIC AND REDEVELOPMENT AGENCY

COMPONENT UNIT

COMPARATIVE STATEMENTS OF CASH FLOWS

FOR THE FISCAL YEARS ENDED DECEMBER 31, 2011 AND DECEMBER 31. 2010

Cash Flows from Operating Activities:
Change in Net Assets

Adjustments to Reconcile Net Income to Net Cash
Provided by (Used in) Operating Activities:
Change in Assets and Liabilities:

(Increase) Decrease in Grants Receivable

Increase (Decrease) in Reserve for Grants

Increase (Decrease) in Accounts Payable:

Payable from Unrestricted Assets

Increase (Decrease) in Reserve for Sale of
Property

Increase (Decrease) in Reserve for Developer's
Escrow

Total Adjustments to Change in Net Assets

Net Cash Used in Operating Activities

Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year
Reconciliation to Balance Sheet:

Unrestricted Cash and Cash Equivalents
Restricted Cash and Cash Equivalents

See accompanying notes to financial statements.

Dec. 31, 2011

$ 150,759.74

Exhibit C

Dec. 31, 2010

$ 180,898.56

219,354.37
(756,305.71)

(5,500.00)
275,148.81

56,517.06

(2,107,847.92)
2,644,799.26

3,998.00
(831,626.87)

(63,219.61)

(210,785.47)

(343,897.14)

(60,025.73)

(162,998.58)

(60,025.73)

1,089,696.41

(162,998.58)

1,252,694.99

$1,029,670.68

$1,089,696.41

$ 454,003.18
- 575,667.50

$ 308,743.44
780,952.97

$1,029,670.68

$ 1,089,696.41
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

ORGANIZATION

Reporting Entity

The Sayreville Economic and Redevelopment Agency (SERA) (the “Agency”) is a public body corporate
and politic of the State of New Jersey. The Agency was created by municipal ordinance on June 24,
1998 pursuant to the provisions of N.J.S.A. 40A:12A-1 et seq., for the purpose of carrying out the urban
renewal program activities for the Borough of Sayreville. The Agency is empowered to exercise public
and essential government functions, including acquisition, condemnation, clearance, renovation and
redevelopment of property in designated blighted areas and to carry out redevelopment plans for the
Borough of Sayreville.

The Agency is governed by a Board of Commissioners consisting of nine members, who are appointed
by the Mayor of the Borough of Sayreville. No more than 2 members shall be officers or employees of
the Borough. The Board of Commissioners determines policy actions, approves resolutions and selects
an executive director to be responsible for the overall operation of the Agency. Based upon this criteria
and the possibility of the Agency providing a financial benefit to the Borough, the Agency is considered a
component unit of the Borough.

On August 5, 1992, the Legislature of the State of New Jersey adopted the Local Redevelopment and
Housing Law (N.J.S.A. 40A:12A-1 et seq.) which became effective on a retroactive basis to January 1,
1992. This law requires all redevelopment agencies to be subject to the provisions of the “Local
Authorities Fiscal Control Law”. As a result of this change, the Agency is subject to the laws, rules and
regulations promulgated for Authorities in the State of New Jersey and must report to the Bureau of
Authority Regulation, Division of Local Government Services, Department of Community Affairs, State of
New Jersey.

The Agency meets the criteria established by the Governmental Accounting Standards Board (GASB) to
be deemed a component unit of the primary government unit, the Borough of Sayreville. This
classification does not diminish the autonomous character of the Agency.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Accounting

The Agency’s financial statements are presented on the full accrual basis in accordance with accounting
principles generally accepted in the United States of America. The Agency applies all Governmental
Accounting Standards Board (GASB) pronouncements as well as Financial Accounting Standards Board
(FASB) statements and interpretations, and the Accounting Principles Board (APB) of the Committee on
Accounting Procedure issued on or before November 30, 1989, unless those pronouncements conflict
with or contradict GASB pronouncements. The Agency has not adopted the provisions of FASB No. 71,
Accounting for the Effects of Certain Types of Requlations.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation and Accounting (Continued)

These financial statements include the implementation of GASB No. 34, Basic Financial Statements
Management's Discussion and Analysis, for State and Local Governments and related- standards. This
new standard provides for significant changes in terminology; recognition of contributions in the
Statement of Revenues, Expenses and Changes in Net Assets; inclusion of a management discussion
and analysis as supplementary information; and other changes.

All activities of the Agency are accounted for within a single Proprietary (Enterprise) Fund. Proprietary
Funds are used to account for operations that are (a) financed and operated in a manner similar to
private business enterprise where the intent of the governing body is that the cost (expenses, including
depreciation) of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges; or (b) where the governing body has decided that periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes.

The accounting and financial reporting treatment applied to the Agency is determined by its
measurement focus. The transactions of the Agency are accounted for on a flow of economic resources
measurement focus. With this measurement focus, all assets and all liabilities associated with the
operations are included on the balance sheet. Net assets (i.e., total assets net of total liabilities) are
segregated into invested in capital assets, net of related debt: restricted for capital activity; restricted for
debt service; and unrestricted components.

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make certain estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
balance sheet date, and reported amounts of revenues and expenses during the report period.
Estimates are used to determine depreciation expense, the allowance for doubtful accounts and certain
claims and judgment liabilities, among other accounts. Actual results may differ from those estimates.

Grants

Contributions received from various sources as grants are recorded in the period they become
measurable. Developer financed construction is recorded in the period in which the system is donated by
the Agency. Donated assets are recorded at fair market value at the date of the gift. Grants not
externally restricted and utilized to finance operations are identified as nonoperating revenues.

Grants externally restricted for nonoperating purposes are recorded as contributed capital and identified
as grants-in-aid.

Capital Assets

Capital assets are stated at cost, which includes direct construction costs and other expenditures related
to construction. Land is stated at assessed valuations.

Balance Balance
Dec. 31, 2011 Dec. 31, 2010
Land $ 13,841,000.00 $ 13,841,000.00

Restricted Funds

Restricted Funds consist of funds received from developers for engineering and legal costs associated
with these plans, grants from Federal and State Agencies and proceeds from sale of property.

10
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Deferred Revenue

. There was no deferred revenue as of December 31, 2011.

Budgetary Information

An operating budget is adopted each fiscal year by the Agency. The Board may, at their discretion,
modify the budget subsequent to adoption. The legal level of budget control is defined by the Agency as
the current budget plus other available funds.

Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets,
net of related debt to the extent expended consists of capital assets, net of accumulated depreciation,
reduced by the outstanding balances of any borrowings used for the acquisition, construction or
improvement of those assets. Net assets are reported as restricted when there are limitations imposed
on their use either through the enabling legislation adopted by the Agency or through external restrictions
imposed by creditors, grantors or laws or regulations of other governments.

CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash and Cash Equivalents

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

The State of New Jersey Cash Management Fund is authorized by statute and regulations of the State
Investment Council to invest in fixed income and debt securities which mature or are redeemed within
one year. Twenty-five percent of the Fund may be invested in eligible securities which mature within two
years provided, however, the average maturity of all investments in the Fund shall not exceed one year.
Collateralization of Fund investments is generally not required.

In addition, by regulation of the Division of Local Government Services, agencies are allowed to invest in
Government Money Market Mutual Funds purchased through state registered brokers/dealers and banks.

In accordance with the provisions of the Governmental Unit Deposit Protection Act of New Jersey, public
depositories. are required to maintain collateral for deposits of public funds that exceed insurance limits
as follows:

The market value of the collateral must equal 5 percent of the average daily balance of public
funds or

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 $25,000,000.00.

11




[image: image14.png]3.

B.

CASH, CASH EQUIVALENTS AND INVESTMENTS (Continued)

Investments

New Jersey statutes permit the Agency to purchase the following types of securities:
Bonds or other obligations of the United States of America or obligations guaranteed by the
United States of America. This includes instruments such as Treasury bills, notes and
bonds.
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.

New Jersey State Cash Management Fund.

Repurchase agreements of fully collateralized securities, subject to special conditions.
As of December 31, 2011, the Agency had funds invested and on deposit in checking accounts. These
funds constitute “deposits with financial institutions” as defined by GASB Statement No. 40.
CONTINGENT LIABILITIES
The Agency operates under an encumbrance system for all funds.
The Agency is party to various legal proceedings. These legal proceedings are not likely to have a
material adverse impact on the Agency, based upon inquiry of management and direct confirmation from

the Agency Attorney.

The Agency has no accrued liability for compensated absences at December 31, 2011.

PENSION PLANS

Plan Description

The Agency contributes to the Public Employees’ Retirement System (PERS), a cost-sharing multiple-
employer defined benefit pension plan administered by the Division of Pensions in the Department of the
Treasury, State of New Jersey. The plan provides retirement, death, disability benefits and medical
benefits to certain qualifying plan members and beneficiaries. The Public Employees’ Retirement
System was established January 1, 1955 under the provisions of N.J.S.A. 43:15A. The Public
Employees’ Retirement System issues publicly available financial reports that include financial
statements and required supplementary information. This report may be obtained by writing to the State
of New Jersey, Division of Pensions.

12
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Funding Policy

Employee contributions are based on a statutorily defined percentage of employees’ annual
compensation. Employer’s contributions are actuarially determined annually by the Division of Pensions.
The Agency’s contributions to the PERS for the year ending December 31, 2011 was funded by the
Pension Security Act Credit. All contributions were equal to the required contributions. The employees’
contributions for PERS for the year ended December 31 was as follows:

Year Ended , Employees'
December 31 Contributions
2011 $ 3,287.51
2010 1,5681.24
2009 1,135.32

DEFERRED COMPENSATION PLAN

There is currently no deferred compensation plan offered by the Agency.

RISK MANAGEMENT

The Agency is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets, errors and omissions, injuries to its employees and natural disasters. The Agency maintains
commercial insurance coverage for general liability, damage and destruction of assets, errors and
omissions, injuries to employees and natural disasters.

LOAN - MIDDLESEX COUNTY

Middlesex County took out a Bond Anticipation Note of $39 million on behalf of SERA to fund the
acquisition of the National Lead property. Also, expenses related to the acquisition were to be paid by
Middlesex County from this account. On March 23, 2005, after a Court ruling affirming SERA’s right to
take the property, SERA filed a declaration of taking and posted $33,050,000.00 from this account as
estimated just compensation of the NL property. Repayment of the loan was to be made by SERA to
Middlesex County in 2006. As reported under Subsequent Events, the Agency has defaulted on
repayment of this loan.

FINANCIAL ASSURANCE FUND

A $20,000,000.00 fund has been established. This fund is not reflected on the balance sheet of SERA.
This fund is to be used for remediation clean-up of the former National Lead Site.

- 10. LITIGATION

The Agency’s Attorney letter indicated that there is one (1) case that could result in a potential significant
liability to the Agency. The case is still pending. In addition, there has been a construction lien asserted
by a remediation subcontractor. The amount and validity of this lien is being challenged by the Agency
and the principal contractor.
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[image: image16.png]11. SUBSEQUENT EVENTS

In accordance with the Third Amended and Restated Agreement dated September 21, 2006, the
Sayreville Economic and Redevelopment Agency was obligated to repay the Loan Repayment Obligation
on or before April 1, 2007. The Agency has failed to repay this loan and on -April 2, 2007, the County of
Middlesex declared the Agency in default of its obligation. SERA has designated O'Neill Properties as
Redeveloper for the National Lead Project.

On November 9, 2007 the County agreed to extend the extended Deferral Period until December 31,
2007 under the following conditions:

a) Closing of title for the first land takedown by O'Neill shall have been set for on or before
December 31, 2007 for a consideration of not less than $42 million and SERA shall certify
to the County that it is in a position to convey clear and marketable title to O'Neill.

b) SERA and O'Neill have executed the Memorandum of Understanding required as a
precondition by O'Neill. O’Neill acknowledges same to County, in writing, and the Agency
shall have further satisfied all other conditions for closing established by O’Neill in their final
proposal for designation as Redeveloper.

c) National Lead shall have agreed, in writing, to release its lis pendens for that portion of the
National Lead property to be acquired by O'Neill at the December 31, 2007 closing of title.

The County extended these terms through December 31, 2008. On October 16, 2008,
payments of $32,946,958.88 were received by the County. Additional payments have been
received by the County.

d) O'Neill shall have posted an unconditional irrevocable Letter of Credit in the minimum
amount of $42 million dollars naming the County of Middlesex as beneficiary thereof.

e) The Agency shall have acknowledged and accepted the terms and conditions for extension
and payment as more fully set forth below:

Notes Principal $37,000,000.00
Net Interest on Notes 5,070,573.05
Total Principal and Interest on Notes 42,070,573.05
Less Payment Received from SERA

December 28, 2006 254,630.00
Net Principal and interest Due 41,815,943.05
Accrued Administration Fees 552,426.38
Total Due County Projected to December 31, 2007 $42,368,369.43

As of December 31, 2011, the amount of $4,253,640.00 was still due to the County under
the conditions as detailed above. The amount of $4,092,600.00 represents an outstanding
note that the County had issued which matures on June 7, 2012. The difference includes
interest, bond counsel cost and administrative fees.

RO E T A TR R
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[image: image17.png]SAYREVILLE ECONOMIC AND REDEVELOPMENT AGENCY
. COMPONENT UNIT
SCHEDULE OF CASH RECEIPTS AND CASH DISBURSEMENTS
AND CHANGES IN CASH AND CASH EQUIVALENTS
UNRESTRICTED ACCOUNTS
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2011

Schedule 1
Cash and Cash Equivalents:
January 1, 2011 : $ 308,743.44
Cash Receipts:
Lease Agreements $119,972.85
Developer's Administration Fee 200,000.00
Developer's Reimbursement 32,199.71
Miscellaneous ' 137.50
Interest Earned:
General Account 4,719.78
- 357,029.84
~ 665,773.28
Cash Disbursements:
Administrative Expenses 86,984.80
Cost of Providing Services 119,285.30
Accounts Payable 5,5600.00
211,770.10

Cash and Cash Equivalents:
December 31, 2011 $ 454,003.18





[image: image18.png]SAYREVILLE ECONOMIC AND REDEVELOPMENT AGENCY
COMPONENT UNIT
SCHEDULE OF CASH RECEIPTS AND CASH DISBURSEMENTS
AND CHANGES IN CASH AND CASH EQUIVALENTS
RESTRICTED ACCOUNTS
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2011

Schedule 2
Cash and Cash Equivalents:
January 1, 2011 $ 780,952.97
Cash Receipts:
Developer's Escrow $ 352,755.36
Reserve for Sale of Property 558,463.25
Grants Receivable ‘ 6,287,059.62
7,198,278.23
7,979,231.20
Cash Disbursements:
Legal Fees 244,034.87
Engineering Fees 52,203.43
Reserve for Sale of Property 283,314.44
Reserve for Grants 6,824,010.96
7,403,5663.70

Cash and Cash Equivalents:
December 31, 2011 $ 575,667.50
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[image: image21.png]SAYREVILLE ECONOMIC AND REDEVELOPMENT AGENCY

FOR THE FISCAL YEAR ENDED DECEMBER 31, 2011

Balance December 31, 2010

Balance December 31, 2011

Analysis of Balance

Property Held for Redevelopment

169
169.05
169.06
169.07
169.09
169.10
169.11
169.30
169.31
169.41
172
175
175
175
175
175.01
176
176
256
257
257.01
257.01
257.01
257.02
257.03
259
275.02

Lot

10.022
6
1.01
21
91-102
103-115
116-134
83-91
92-106
107-119
1,1.08
9-12.02
12.03
12.04
12.05
1
2.02
2.04
3
3.04

S AN O -

COMPONENT UNIT
SCHEDULE OF FIXED ASSETS

Address

. Popowski Avenue
Junker Street
MacArthur Avenue
MacArthur Avenue
Popowski Avenue
Popowski Avenue
Popowski Avenue
Popowski Avenue
Popowski Avenue
Popowski Avenue
Washington Canal
River Road
Main Street
River Road
River Road
Sayreville Boulevard
Main Street
Main Street
Raritan River
Chevalier Avenue and Main Street
Chevalier Avenue
Along Raritan River
Near Raritan River
Chevalier Avenue
Route 9 and Highway 35
Highway 35
Chevalier Avenue

Schedule 5

$13,841,000.00

$13,841,000.00

Assessed
Valuation

$ 476,800.00
13,000.00
8,800.00
3,000.00
126,800.00
111,900.00
182,600.00
73,800.00
140,400.00
122,700.00
273,700.00
660,100.00
66,300.00
490,100.00
89,800.00
268,600.00
52,700.00
376,300.00
81,300.00
2,229,300.00
7,120,000.00
151,000.00
10,000.00
27,900.00
535,000.00
28,300.00
120,800.00

$13,841,000.00
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[image: image23.png]SAYREVILLE ECONOMIC AND REDEVELOPMENT AGENCY
COMPONENT UNIT
ANALYSIS OF ACCOUNTS PAYABLE - UNRESTRICTED
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2011

Schedule 7

Balance January 1, 2011 $ 16,500.00
Decreased by: v

Cash Disbursed 5,500.00

Balance December 31, 2011 $ 11,000.00
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[image: image25.png]SAMUEL KLEIN AND COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

550 BROAD STREET, 11TH FLOOR 36 WesT M AN STREET, SUITE 303
Newarzg, N.J. 07102-4543 FrerrOoLD, NJ.07728-2291
PrownE (973) 624-6100 ProNz (732) 780-2600 - -

‘Fax (973) 624-6101 Fax (732) 780-1030

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

The Board of Commissioners
Sayreville Economic and Redevelopment Agency
Sayreville, New Jersey 08872

We have audited the financial statements of the Sayreville Economic and Redevelopment Agency, a
component unit of the Borough of Sayreville, as of and for the year ended December 31, 2011, and have
issued our report thereon dated October 26, 2012. 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.

Internal Control Over Financial Reporting

Management of the Agency is responsible for establishing and maintaining effective internal control over
financial reporting. In planning and performing our audit, we considered the Agency’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
Agency’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Agency’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A material weakness is a deficiency or combination of deficiencies in internal control 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 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.

A material weakness is a significant deficiency, or combination of significant deficiencies, that result 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 report 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.

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
www.samuelklein-cpa-rma.com
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[image: image26.png]Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Agency’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 Finance, State of
New Jersey.

This report is intended solely for the information and use of the Agency's Commissioners and management,
and the Division of Local Government Services, Department of Community Affairs, State of New Jersey. Itis
not intended to be and should not be used by anyone other than these specified parties. However, this report
is a matter of public record and its distribution is not limited.

AM%J’/@%@/

SAMUEL KLEIN AND COMPA
CERTIFIED PUBLIC ACCOUNTANTS

Newark, New Jersey
October 26, 2012
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[image: image27.png]SAMUEL KLEIN AND COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

550 BROAD STREET, 11TH FLOOR 36 WesTt MATN STREET, SUITE 303
NEwarx, N.J. 07102-4543 Freeworp, N.J.07728-2291
PHONE (973) 624-6100 PxowE (732) 780-2600

Fax (973)624-6101 Fax (732) 780-1030

REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A
DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
STATE OF NEW JERSEY OMB CIRCULAR 04-04

The Board of Commissioners
Sayreville Economic and Redevelopment Agency
Sayreville, New Jersey 08872

Compliance

We have audited the compliance of the Sayreville Economic and Redevelopment Agency (“Agency”), in the
County of Middlesex, State of New Jersey with the types of compliance requirements described in the New
Jersey State Aid/Grant Compliance Supplement that are applicable to each of its major state programs for the
year ended December 31, 2011. The Agency’s major 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 state programs is
the responsibility of the Agency’s management. Our responsibility is to express an opinion on the Agency’'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; the audit requirements as prescribed by the Division
of Finance, State of New Jersey; and New Jersey OMB'’s Circular 04-04, “Single Audit Policy for Recipients of
State Grants and State Aid. Those standards, New Jersey OMB’s 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 Agency’s compliance with those
requirements and performing such other procedures as we considered 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 Agency's compliance with those requirements.

In our opinion, the Sayreville Economic and Redevelopment Agency, in the County of Middlesex, State of
New Jersey, complied, in all material respects, with the requirements referred to above that are applicable to
each of its major state programs for the year ended December 31, 2011.

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
www.samuelkiein-cpa-rma.com
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The management of the Agency is responsible for establishing and maintaining effective internal control over

compliance with requirements of laws, regulations, confracts and grants applicable to major state programs.

In planning and performing our audit, we considered the Agency's internal control over compliance with
requirements that could have a direct and material effect on a major 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 Agency’s internal control over compliance.

A control deficiency in an entity’s internal control over compliance 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 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 state program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a 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 state
program will not be prevented or detected by the entity’s internal control.

Our consideration of the 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. The Agency’s responses to the
findings identified in our audit are described in the accompanying schedule of findings and questioned costs.
We did not audit the Agency's response and, accordingly, express no opinion on it.

This report is intended solely for the information of the management and members of the Agency's Board,
state awarding agencies and for filing with the Division of Local Government Services, Department of
Community Affairs, State of New Jersey and is not intended to be and should not be used by anyone other

than these specified parties.

SAMUEL KLEIN AND COMPAN
CERTIFIED PUBLIC ACCOUNTANTS

Newark, New Jersey
October 26, 2012
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[image: image30.png]SAYREVILLE ECONOMIC AND REDEVELOPMENT AGENCY
NOTES TO THE SCHEDULE OF EXPENDITURES OF
STATE FINANCIAL ASSISTANCE
YEAR ENDED DECEMBER 31, 2011

GENERAL

The accompanying schedule of expenditures of state financial assistance includes state award activity of
the Sayreville Economic and Redevelopment Agency (“Agency”). The Agency is defined in Note 1(A) to
the Agency’s basic financial statements. All state awards received directly from state agencies, as well as
state financial assistance passed-through other government agencies is included on the Schedule of
Expenditures of State Financial Assistance.

BASIS OF ACCOUNTING

The accompanying schedule of expenditures of state financial assistance are presented on the accrual
basis of accounting. These bases of accounting are described in Note 1 to the Agency’s basic financial
statements. The information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, Audit of States, Local Governments, and Non-Profit Organizations. Therefore, some
amounts presented in this schedule may differ from amounts presented in, or used in the preparation of
the basic financial statements.

RELATIONSHIP TO BASIC FINANCIAL STATEMENTS

Amounts reported in the accompanying schedule agrees with the amounts reported in the Agency’s basic
financial statements.

RELATIONSHIP TO STATE FINANCIAL REPORTS

Amounts reported in the accompanying schedule agree with the amounts reported in the related state
financial reports.

STATE LOANS OUTSTANDING

The Agency had no loans outstanding payable to federal or state entities at December 31, 2011.
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[image: image31.png]SAYREVILLE ECONOMIC AND REDEVELOPMENT AGENCY
i ) COUNTY OF MIDDLESEX, NEW JERSEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

% YEAR ENDED DECEMBER 31, 2011

MAJOR STATE AWARD PROGRAMS

Section | - Summary of Auditors’ Results

Financial Statements

Type of auditor’s report issued: Unqualified Dated October 26, 2012

Internal control over financial reporting:
Material Weakness(es) identified? Yes X_ No

Reportable condition(s) identified that are not
considered to be material weaknesses? Yes X No

Noncompliance material to general purpose
financial statements noted? Yes X  No

State Financial Assistance
Internal control over major state programs:
Material weakness(es) identified? Yes X _ No

Reportable condition(s) identified that are not
considered to be material weaknesses? Yes X No

Type of auditor's report issued on compliance
for major programs Unqualified Dated October 26, 2012

Any audit findings disclosed that are required to
be reported in accordance with OMB Circular
04-047? Yes X_ No

ldentification of major state programs:

State Grant Number{s) ‘ Name of State Program or Cluster
N/A T New Jersey Economic Development Authority

Dollar threshold used to distinguish
between Type A and Type B
Programs: $ 300.000.00

Auditee qualified as low-risk auditee? X _ Yes __ No





[image: image32.png]SAYREVILLE ECONOMIC AND REDEVELOPMENT AGENCY
COUNTY OF MIDDLESEX, NEW JERSEY

SUMMARY SCHEDULE OF PRIOR YEAR’S AUDIT FINDINGS
YEAR ENDED DECEMBER 31, 2011

MAJOR STATE AWARD PROGRAMS

There were no findings for the year ended December 31, 2010.
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Kenneth P. Kelly, Sr.
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Thomas Polando
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Christine Spezzio
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Other Post Employment Benefits

Local Finance Notice 2007-15 requires local units that provide non-pension benefits to retired employees,
such as health insurance coverage, prescription or other benefits, to disclose the annual payment for currently
retired employees and future cost for those employees in the Notes to the Financial Statements.

Those municipalities that are not members of the State Health Benefits Plan or other cost sharing plans must
obtain an actuarially calculated post employment benefit on a periodic basis for inclusion in the Notes to the
Financial Statements.

The Borough of Sayreville maintains private health coverége and provides certain retired employees with post
employment benefits which require appropriate disclosure in the Notes to the Financial Statements in
accordance with regulations promulgated-by the Local Finance Board.

As of December 31, 2011, the Sayreville Economic and Redevelopment Agency did not have any employees.

eligible for Post Employment Benefits.

Acknowledgment

We desire to express our appreciation for the assistance and courtesies rendered by the Agency officials and
employees during the course of the examination.

Recommendations

None
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A copy of this report has been filed with the Division of Local Government Services.
Respectfully submitted,

o

SAMUEL KLEIN AND COMPA
CERTIFIED PUBLIC ACCOUNTANTS

JOSEPH 4 PACCONE, RMA, PA

Newark, New Jersey
October 26, 2012

34




