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Independent Auditor’s Report

Chairman and Board Members
University Area Joint Authority
State College, Pennsylvania

Report on the Financial Statements

We have audited the accompanying financial statements of the University Area Joint Authority
(Authority) as of and for the years ended December 31, 2012 and 2011, and the related notes to the
financial statements, which collectively comprise the Authority’s basic financial statements as listed in
the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Authority as of December 31, 2012 and 2011, and the changes in financial
position and cash flows thereof for the years then ended, in accordance with accounting principles
generally accepted in the United States of America.

Pursuing the profession while promoting the public good*
www.md-cpas.com
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Other Matters
Required Supplementary Information

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

Supplementary Information

Our audits were conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Authority’s basic financial statements. The supplementary schedules on pages
21 through 25 are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The supplementary schedules are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the supplementary schedules are fairly presented, in all material respects, in relation to the basic financial
statements as a whole.

atier Dacsoel

Pittsburgh, Pennsylvania
May 10, 2013
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UNIVERSITY AREA JOINT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the financial report presents the Management’s Discussion and Analysis
(MD&A) of the University Area Joint Authority’s (Authority) financial condition and
performance for the fiscal year ending December 31, 2012 in compliance with Statement
No. 34 of the Governmental Accounting Standards Board (GASB). This analysis is
intended to be read and used in conjunction with the included financial statements.

FINANCIAL HIGHLIGHTS
The following are key financial highlights during the 2012 fiscal year:

e In 2012, all user fees remained the same as in 2011, the plant capacity Tapping
Fee is $4,262/EDU, the Bulk Treatment Rate is $5,084/million gallons, and the
EDU rate is $100/quarter.

e In October 2012, the Authority issued Sewer Revenue Bonds — Series of 2012 for
$14,295,000. This issue is a refinancing of Series of 2003A Bonds that resulted
in approximately $1,601,000 in cash flow savings and $1,115,000 in economic
benefit to the Authority.

e The Authority’s work on the Kissinger Wetland project progressed slowly.
Permitting and engineering continued; the project will continue in 2013.

e The Authority continued its Big Hollow Sewer Improvement projects. Work
began on permitting and engineering for the Big Hollow Pump Station. Work
was also completed on the new 36 inch force main. Both of these construction
projects will continue in 2013.

e The Authority purchased a significant amount of capital equipment in 2012
including two new inspector vehicles, a cover system for the UV tank, a new
billing machine, and new radio equipment. A new roof was also put on the
Administration Building during the year.

REQUIRED FINANCIAL STATEMENTS

The financial statements of the Authority are compiled using the Enterprise Fund method
of accounting because the operations are financed and operated in a manner similar to
private sector businesses, where the costs of providing services to the general public on a
continuing basis are intended to be financed or recovered through user charges or sewer
service fees. The Authority uses the accrual basis of accounting whereby revenues are
recognized when earned and expenses are recognized when the liability is incurred. The
financial statements offer short-term and long-term financial information about the
Authority’s activities.

The Statement of Net Position summarizes all of the Authority’s assets and deferred
outflows of resources and liabilities and deferred inflows of resources and provides
information about the nature and amounts of investments in resources or assets and the



offsetting obligations or liabilities to Authority creditors. The overall financial condition
of the Authority is reflected in this statement.

The Statement of Revenues and Expenses summarizes the revenues and expenses for the
current fiscal year and past fiscal year. This statement measures the success of the
Authority’s operations over the past year and can be used to determine whether the
Authority has successfully recovered all its costs through its sewage disposal rates and
other fees. Changes in net position can also be a useful indicator of whether the financial
condition of the Authority is improving or deteriorating.

The third required financial statement is the Statement of Cash Flows. This statement
provides information about the Authority’s cash receipts and cash payments during the
reporting period. The statement reports cash flows from operating activities, cash flows
from capital and related financing activities, and cash flows from investing activities, as
well as net changes in cash during the reporting period.

The Notes to Financial Statements provide required disclosures and other information
essential to a full understanding of material data provided in the statements. The notes
present information on the Authority’s accounting policies, the basis of accounting,
investments, capital assets, outstanding debt, and other significant activities, such as
material risks, obligations, commitments, contingencies, and future requirements, if any.

FINANCIAL ANALYSIS

The format of the 2012 financial statements differs slightly from the 2011 financial
statements due to the Authority’s adoption and implementation of GASB Statement No.
63 for the 2012 year, which changed the format of the Statement of Net Position
(previously the Statement of Net Assets). The 2012 financial statements include a direct
line-by-line comparison to the 2011 financial statements, which have been reformatted to
conform to the new presentation.
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Current assets

Other assets

Capital assets
Total assets

Total deferred outflows
of resources

Current liabilities
Non-current liabilities

Total liabilities

Net Position:
Net investment in
capital assets
Restricted
Unrestricted

Total net position

TABLE 1

CONDENSED STATEMENTS OF NET POSITION

December 31, December 31,
2012 2011 Change
$ 10,629,334 9,344,791 $ 1,284,543
14,653,127 14,472,664 180,463
83,872,521 85,477,265 (1,604,744)
$ 109,154,982 109,294,720 $ (139,738)
$ 6,521,673 6,974,034 $ (452,361)
$ 5,255,888 4,703,692 $ 552,196
76,466,906 80,764,766 (4,297,860)
§ 81,722,794 85,468,458 $ (3,745,664)
§ 17,769,657 17,193,601 $ 576,056
9,125,331 8,489,619 635,712
7,058,873 5,117,076 1,941,797
$§ 33,953,861 30,800,296 $ 3,153,565

Table 1 presents a condensed summary of the Authority’s Statements of Net Position.
There is a $3,153,565 increase in total net position from 2011 to 2012. This increase is
primarily attributable to a decrease in non-current liabilities relating to bonds payable for
principal payments made during the year, as well as a decrease in the derivative
borrowing balance, as the borrowing related to the basis swap was considered satisfied
when the Authority terminated the basis swap in September 2012.
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CONDENSED STATEMENTS OF REVENUES AND EXPENSES

Operating Revenues:
Sewer charges
Other fees and charges

Total Revenues

Operating Expenses:
Operating expenses
General and administration
Depreciation

Total Expenses

Nonoperating Activity:
Revenues
Expenses

Total Nonoperating Activity

Capital Contributions:
Permit and tap fees
Developer

Total Contributions
Net Income (Loss)

Net Position:
Beginning of year

End of year

TABLE 2

2012 2011 Change
13,032337  $ 13,224,577 (192,240)
601,068 317,790 283,278
13,633,405 13,542,367 91,038
5,965,823 5,523,546 442,277
1,577,171 1,526,410 50,761
4,594,388 4,566,324 28,064
12,137,382 11,616,280 521,102
3,035,187 513,143 2,522,044
(4,060,367) (4,567,151) (506,784)
(1,025,180) (4,054,008) 3,028,828
2,006,202 637,831 1,368,371
676,520 107,095 569,425
2,682,722 744,926 1,937,796
3,153,565 (1,382,995) 4,536,560
30,800,296 32,183,291 (1,382,995)
33,953,861 $ 30,800,296 3,153,565

Table 2 presents a condensed summary of the Authority’s Statement of Revenues and

Expenses.

The Authority’s operating revenues from sewer charges decreased $192,240 in 2012
primarily due to decreased flow being treated from the Borough of State College. Total
operating expenses increased by $521,102 from the previous year primarily due to less
capitalized internal labor on capital projects in 2012 as compared to 2011. Nonoperating
activity increased by $3,028,828 primarily due to a significant increase in derivative

investment income. Net income increased in 2012 from 2011 by $4,536,560.

The Authority implemented an extensive capital asset inventory in 2006 to conform to
the capital asset policy that was adopted by the Authority Board. The inventory has been
adjusted and improved in each subsequent year. This inventory has resulted in a very
realistic accounting of capital assets at depreciated historical cost amounts.
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CAPITAL IMPROVEMENTS

During the fiscal year, the Authority continued its on-going capital improvement
expenditures for rehabilitation of its sewer system. The Big Hollow Interceptor project
was continued by completing permitting and engineering for the Big Hollow Pump
Station and by constructing part of the new 36 inch force main. Construction on the Big
Hollow projects will continue in 2013. The Authority continued improvements and
additions to the “Beneficial Reuse” water system by securing permits and completing the
engineering for future work on the Kissinger Wetland. Capital equipment improvements
were financed through the General Fund in the Capital Improvement budget and through
the 2010 Sewer Revenue Bonds. They included two inspector trucks, a cover system for
the UV tank, a new billing machine, new radio equipment, and a new roof on the
Administration Building.

DEBT

At the end of the fiscal year, the Authority had outstanding bonds of $73,630,000. The
Authority has issued Revenue Bonds in the following years; Series of 1993, Series of
2010, Series of 2010A, Series of 2011, Series of 2011A, Series of 2012. The Series of
2012 Bond Issue was completed in October of 2012 and was used to refinance the Series
of 2003A Bond Issue. All of this debt is subordinate to the 1993 Bond Indenture. The
Authority also has one outstanding note that is part of the stated long-term debt. This
note, payable to Emmaus Variable Rate Bond Pool Program, matures in 2021. The
Authority maintains a Debt Service Reserve Fund in accordance with the requirements of
the 1993 Bond Trust Indenture. More detailed information about the Authority’s long-
term debt is presented in the notes to the financial statements.

CONDITIONS AFFECTING FUTURE FINANCIAL POSITION

At this time, there are no significant conditions that staff is aware of that may affect the
future financial condition of University Area Joint Authority.

CONTACTING THE AUTHORITY’S MANAGER

If you have any questions about this report or need additional financial information,
contact the University Area Joint Authority’s Manager at 1576 Spring Valley Road, State
College, PA 16801.



UNIVERSITY AREA JOINT AUTHORITY

STATEMENTS OF NET POSITION
DECEMBER 31, 2012 AND 2011

Assets:

Current assets:
Cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable - operations
Due from Borough of State College
Prepaid expenses
Trustee funds - unrestricted

Total current assets

Capital assets, not being depreciated:
Land
Construction in progress

Total capital assets, not being depreciated

Capital assets, being depreciated, net of
accumulated depreciation

Total capital assets

Other assets:
Trustee funds - restricted for debt service
Trustee funds - restricted for capital projects
Investment in basis swap
Bond issue costs

Total other assets

Total assets

Deferred Outflows of Resources:

Accumulated decrease in fair value of hedging derivative

Total deferred outflows of resources

Liabilities:

Current liabilities:
Current portion of notes payable
Current portion of bonds payable
Current portion of capital lease obligations
Current portion of derivative borrowings
Construction related accounts payable
Accrued interest - bonds payable
Advance escrow deposits
Security deposits

Total current liabilities

Long-term liabilities:
Compensated absences
Notes payable
Hedging derivative
Derivative borrowings
Bonds payable, net
Capital lease obligations

Total long-term liabilities
Total liabilities

Net Position:

Net investment in capital assets
Restricted
Unrestricted

Total net position

See accompanying notes to financial statements.

1

2012 2011
386,652 $ 255,888
9,664 9,185
2,436,832 2,408,787
950,074 1,011,760
63,490 63,490
6,782,622 5,595,681
10,629,334 9,344,791
3,644,502 3,644,502
1,878,682 1,329,770
5,523,184 4,974,272
78,349,337 80,502,993
83,872,521 85,477,265
9,125,331 8,489,619
4,565,331 5,717,315
- (450,338)
962,465 716,068
14,653,127 14,472,664
109,154,982 § 109,294,720
6,521,673 $ 6,974,034
6,521,673 $ 6,974,034
65,000 $ 65,000
4,030,000 3,700,000
254,408 -
57,296 128,263
1,473 122
611,662 647,693
234,846 161,411
1,203 1,203
5,255,888 4,703,692
685,113 678,303
650,000 715,000
6,521,673 6,974,034
897,337 2,160,382
66,885,660 70,237,047
827,123 ;
76,466,906 80,764,766
81,722,794 $ 85,468,458
17,769,657 17,193,601
9,125,331 8,489,619
7,058,873 5,117,076
33,953,861  $ 30,800,296




UNIVERSITY AREA JOINT AUTHORITY
STATEMENTS OF REVENUES AND EXPENSES

YEARS ENDED DECEMBER 31, 2012 AND 2011

Operating Revenues:

Revenue - sewer
Revenue - solids
Maintenance
Reimbursed fees
Miscellaneous

Total operating revenues

Operating Expenses:

Wastewater treatment plant:
Laboratory
Physical plant
Industrial pre-treatment program
Beneficial reuse
Dewatering
Compost
Treatment operations

Total wastewater treatment plant

Collection:
Inspection
Pump station
Maintenance

Total collection
Depreciation expense
General and administrative expense
Total operating expenses
Net Operating Income (Loss)

Nonoperating Revenues (Expenses):

Interest income:

Trustee fund accounts

Operating accounts
Grant income
Derivative investment income (loss)
Interest expense:

Bonds payable

Note payable

Capital lease

Derivative borrowings
Trustee fees
Amortization expense

Total nonoperating revenues (expenses)
Income (Loss) Before Contribution Revenue

Contribution Revenue:

Contributions:
Developer
Permit and tapping fees

Total contribution revenue
Net Income (Loss)

Net Position:

Beginning of year

End of year

See accompanying notes to financial statements.

2012 2011
13,032,337 13,224,577
452,679 165,898
65,401 59,967
26,342 10,282
56,646 81,643
13,633,405 13,542,367
244,998 259,004
756,700 734,338
75,215 76,800
645,046 500,542
332,584 347,543
676,200 649,687
1,780,230 1,849,355
4,510,973 4,417,269
336,036 320,070
97,069 90,326
1,021,745 695,881
1,454,850 1,106,277
4,594,388 4,566,324
1,577,171 1,526,410
12,137,382 11,616,280
1,496,023 1,926,087
22,264 37,031
2,423 6,518
- 229,574
3,010,500 123,274
(3,590,688) (3,931,691)
(12.839) (16,518)
(55,551) -
(60,474) (77.823)
(16,891) (7,041)
(323.,924) (417.,332)
(1,025,180) (4,054,008)
470,843 (2,127.921)
676,520 107,095
2,006,202 637,831
2,682,722 744,926
3,153,565 (1,382,995)
30,800,296 32,183,291
33,953,861 30,800,296




UNIVERSITY AREA JOINT AUTHORITY
STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2012 AND 2011

2012 2011
Cash Flows From Operating Activities:
Receipts from customers and users $ 13,667,046 $ 13,431,009
Payments to suppliers (1,026,359) (1,054,991)
Payments to employees (4,228,880) (4,061,690)
Payments for other operating expenses (2,280,945) (1,884,153)
Net cash provided by (used in) operating activities 6,130,862 6,430,175
Cash Flows From Capital and Related Financing Activities:
Purchase of capital assets (985,793) (2,898,382)
Contributions: permit and tapping fees 2,006,202 637,831
Capital grants - 229,574
Use of escrow funds 73,435 15,482
Proceeds from capital debt 15,628,292 38,630,443
Principal paid on capital debt (19,285,000) (42,240,000)
Interest paid on capital debt (3,639,558) (3,909,877)
Principal paid on capital lease obligations (244,449) -
Interest paid on capital lease obligations (55,551) -
Net cash provided by (used in) capital and related
financing activities (6,502,422) (9,534,929)
Cash Flows From Investing Activities:
Proceeds from basis swap termination 937,500 -
Proceeds from swap/swaption agreements 228,176 995,069
Interest received on trustee accounts 5,373 29,990
Interest on operating accounts 2,423 6,518
Net cash provided by (used in) investing activities 1,173,472 1,031,577
Net Increase (Decrease) in Cash and Cash Equivalents 801,912 (2,073,177)
Cash and Cash Equivalents:
Beginning of year 20,067,688 22,140,865
End of year $ 20,869,600 $ 20,067,688

Reconciliation of Net Operating Income (Loss) to Net Cash
Provided By (Used In) Operating Activities:

Net operating income (loss) $ 1,496,023 $ 1,926,087
Adjustments to reconcile net operating income (loss) to
net cash provided by (used in) operating activities:

Depreciation 4,594,388 4,566,324
Change in:
Accounts receivable (28,045) (10,538)
Due from State College Borough 61,686 (100,820)
Compensated absences 6,810 49,122
Total adjustments 4,634,839 4,504,088
Net cash provided by (used in) operating activities $ 6,130,862 $ 6,430,175
Non-Cash Investing, Capital, and Financing Activities:
Contributions of developers' system $ 676,520 $ 107,095
Capital assets purchased through capital lease 1,325,980 -
Total non-cash investing, capital, and financing activities $ 2,002,500 $ 107,095

See accompanying notes to financial statements.
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UNIVERSITY AREA JOINT AUTHORITY

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2012 AND 2011

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The University Area Joint Authority (Authority) was formed in 1964 by the Townships of
Patton, Ferguson, College, and Harris and was joined by the Borough of State College in
1967, all under the laws of the Commonwealth of Pennsylvania, pursuant to the Municipality
Authorities Act of 1945 (Act), as amended. This Act was superseded in 2001 by the
Pennsylvania Act 22 of 2001, under which the Authority now duly exists. The Authority was
formed for the purpose of financing, constructing, and operating a regional wastewater
treatment and disposal facility.

The Patton-Ferguson Joint Authority and College-Harris Joint Authority were formed in
1965 and 1967, respectively, to operate and maintain the sewage collection and
transportation systems to the wastewater treatment and disposal facility operated by the
Authority. In November 1997, the Authority unified the sewage collection and transportation
systems and operations of the Patton-Ferguson Joint Authority and the College-Harris Joint
Authority with the consent of the five municipalities.

The Authority is governed by a Board of ten members who are appointed for staggered five-
year terms. Each of the five municipalities appoints two Board members. The Authority’s
activities are controlled by a Trust Indenture dated as of November 1, 1993, the First
Supplemental Trust Indenture dated as of August 15, 2001, the Second Supplemental Trust
Indenture dated as of September 15, 2003, the Third Supplemental Trust Indenture dated
December 1, 2003, the Fourth Supplemental Trust Indenture dated December 1, 2005, the
Fifth Supplemental Trust Indenture dated December 15, 2005, the Sixth Supplemental Trust
Indenture dated December 15, 2006, the Seventh Supplemental Trust Indenture dated June 1,
2010, the Eighth Supplemental Trust Indenture dated December 1, 2010, the Ninth
Supplemental Trust Indenture dated November 1, 2011, the Tenth Supplemental Trust
Indenture dated December 22, 2011, and the Eleventh Supplemental Trust Indenture dated
August 22, 2012. The Authority was in compliance with all significant requirements of the
Trust Indentures.

Measurement Focus and Basis of Accounting

The Authority accounts for its activities as an Enterprise Fund that is similar to those found
in the private sector, where the determination of net income is necessary or useful to sound
financial administration. The Authority’s financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows.




UNIVERSITY AREA JOINT AUTHORITY

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2012 AND 2011

Reporting Entity

The Borough of State College, College Township, Ferguson Township, Harris Township,
and Patton Township appoint individuals to the governing Board of the Authority; however,
the Authority is not financially accountable or fiscally dependent on the above named
entities. The Authority is a separate entity and has total budgetary approval authority. The
Authority is not a component unit of any of the above entities.

Plant, Property, and Equipment

Plant, property, and equipment are stated at cost. Depreciation is computed on the straight-
line method based on the estimated useful lives of the related assets.

Cash and Cash Equivalents

The Authority considers all highly liquid investments with original maturities of three
months or less to be cash equivalents. For the purpose of the statements of cash flows, cash
and cash equivalents include restricted cash and cash equivalents. The restricted cash and
cash equivalents are funds that are restricted for payment of principal and interest for the
Emmaus Bond Pool Loan. The restricted trustee funds are for bond indenture requirements
and collateral for the derivative transactions.

Accounts Receivable

Accounts receivable primarily consist of the fourth quarter unbilled sewage charges. There is
no allowance for uncollectible accounts at December 31, 2012 and 2011, as all accounts are
considered collectible.

Accounts Pavyable

Accounts payable primarily consist of retainage payable and other payables related to capital
expenditures.

Deferred Outflows of Resources

In addition to assets, the statement of net position reports a separate section for deferred
outflows of resources. This represents a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense) until then. The
Authority only has one item that qualifies for reporting in this category, the accumulated
decrease in fair value of hedging derivative, on the statement of net position.




UNIVERSITY AREA JOINT AUTHORITY

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2012 AND 2011

In addition to liabilities, the statement of net position will sometimes report a separate section
for deferred inflows of resources. This represents an acquisition of net position that applies
to a future period(s) and so will not be recognized as an inflow of resources (revenue) until
that time. The Authority does not have any items that qualify for reporting in this category.

Revenue
Operating revenue is user fees generated on the operation and maintenance of the regional
wastewater treatment and disposal facility. Non-operating revenue is all other revenue

received by the Authority.

Bond Premium and Discount, Issuance Costs, and Refunding Loss

Amortization of bond premiums and discounts, issuance costs, and refunding losses are
recorded on the straight-line basis over the life of the bond issue.

Risk Management

The Authority maintains insurance coverage for risks of loss from tort actions, workers’
compensation, employee life, unemployment, disability, and other potential claims arising
from legal actions. There have been no significant reductions in insurance coverage during
the years under audit. The insurance coverage is evaluated by the Authority on an annual
basis. There are no liabilities for unpaid claims included in these financial statements.

Investments

Under Pennsylvania Act 22 of 2001, the Authority may invest in only the following
investments: United States Treasury bills, short-term obligations of the United States or
agencies, deposits in saving or time deposit accounts insured by the Federal Deposit
Insurance Corporation of the Federal Savings and Loan Insurance Corporation or the
National Credit Union Share Insurance Fund, obligations of the United States of America or
any of its agencies or instrumentalities backed by the Commonwealth of Pennsylvania, and
shares of an investment company registered under the Investment Company Act of 1940
(mutual funds). The Authority’s trustee funds include investments in obligations of the
United States of America, mutual funds, and deposits in time deposit accounts.




UNIVERSITY AREA JOINT AUTHORITY

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2012 AND 2011

Net Position
Net position is classified as follows:

e Net investment in capital assets - This component of net position consists of capital
assets, net of accumulated depreciation, and is reduced by the outstanding balances of
any bonds, mortgages, notes, or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets.

e Restricted - This component of net position consists of constraints placed on net
position use through external restrictions. The Authority has restricted net position at
December 31, 2012 and 2011 of $9,125,331 and $8,489,619, respectively. These
funds are restricted for debt service reserve, and operating expense reserve by the
bond indentures.

e Unrestricted - This component of net position consists of net position that does not
meet the definition of “restricted” or “net investment in capital assets.”

Adoption of Pronouncements

The Authority has adopted GASB Statement No. 63, “Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources, and Net Position.” This statement
provides guidance for reporting deferred outflows of resources, deferred inflows of
resources, and net position in a statement of position and related disclosures. The primary
impact of this on the Authority’s 2012 financial statements relate to reporting the residual of
assets, plus deferred outflows of resources, less liabilities and deferred inflows of resources,
as net “position” rather than as net “assets.” The 2011 financial statements have been
reformatted to conform to the new presentation.

Pending Pronouncements

GASB has issued Statement No. 65, “ltems Previously Reported as Assets and Liabilities,”
effective for periods beginning after December 15, 2012. The objective of this statement is
to improve financial reporting for a governmental financial reporting entity by reclassifying
certain items currently being reported as assets and liabilities as deferred outflows of
resources and deferred inflows of resources. In addition, this statement recognizes certain
items currently being reported as assets and liabilities as outflows of resources and inflows of
resources. The complete effect of implementation of this statement has not yet been
determined; however, it is likely that implementing this statement will require the Authority
to restate beginning net position to adjust for the accounting for bond issue costs.




UNIVERSITY AREA JOINT AUTHORITY

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2012 AND 2011

Estimates

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

. RELATED PARTY TRANSACTIONS

The Authority provides sewage treatment for excess of capacity wastewater for the Borough
of State College. The amounts due from the Borough of State College at December 31, 2012
and 2011 and the treatment billings for the years then ended are summarized as follows:

2012 2011
Amount due from Borough
of State College $ 950,074 § 1,011,760
Treatment billings $ 3,594,993 $ 3,861,293

. CASH, CASH EQUIVALENTS, AND INVESTMENTS

Pennsylvania statutes provide for investment of governmental funds into certain authorized
investment types including U.S. Treasury bills, other short-term U.S. and Pennsylvania
government obligations, insured or collateralized time deposits, and certificates of deposit.
Statutes do not prescribe regulations related to demand deposits; however, they do allow
pooling of governmental funds for investment. The deposit and investment policy of the
Authority adheres to state statutes and related trust indentures. There were no deposit or
investment transactions during the year that were in violation of either the state statutes or the
policy of the Authority.

The following is a description of the Authority’s deposit and investment risks:

Custodial Credit Risk - Custodial credit risk is the risk that in the event of a bank failure,
the Authority’s deposits may not be returned to it. The Authority does not have a formal
deposit policy for custodial credit risk. As of December 31, 2012, $270,696 of the
Authority’s bank balance of $520,696 was exposed to custodial credit risk, and as of
December 31, 2011, $198,432 of the Authority’s bank balance of $448,432 was exposed
to custodial credit risk. These funds are collateralized in accordance with Act 72 of the
Pennsylvania state legislature, which requires the institution to pool collateral for all
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governmental deposits and have the collateral held by an approved custodian in the
institution's name. These deposits have carrying amounts of $377,006 and $246,245 as
of December 31, 2012 and 2011, respectively.

In addition to the deposits noted above, included in cash and cash equivalents on the
statements of net position are short-term investments of $19,310 and $18,828 at
December 31, 2012 and 2011, respectively, invested in Pennsylvania Local Government
Investment Trust (PLGIT).

The Authority’s trustee accounts have a carrying amount of $20,473,284 and a fair
market value of $20,473,284 at December 31, 2012 and a carrying amount of
$19,802,615 and a fair market value of $19,802,615 at December 31, 2011. At December
31, 2012 and 2011, $20,473,284 and $19,802,615 of the trustee funds were invested in
money market funds, respectively.

Interest Rate Risk - The Authority does not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair value losses arising
from increasing interest rates. The maturities of the money market and PLGIT
investments are daily.

Credit Risk - The Authority has no formal investment policy that would limit its
investment choices based on credit ratings by nationally recognized statistical rating
organizations. As of December 31, 2012 and 2011, the Authority’s investment in money
markets and PLGIT were rated AAA by Standard & Poor’s.

Concentration of Credit Risk — Management and the Board of Directors place no limit on

the amount the Authority may invest in any one issuer. A majority of the Authority’s
funds are with one bank.

4. PLANT, PROPERTY, AND EQUIPMENT

A summary of changes in plant, property, and equipment is as follows:
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Capital Assets:
Not being depreciated:
Land
Construction in progress

Total not being depreciated
Being depreciated:
Administrative
Vehicles
Collection and distribution
Plant
Total being depreciated
Accumulated depreciation

Net being depreciated

Total capital assets, net
of depreciation

December 31, Additions/ Deletions/ December 31,
2011 Transfers Transfers 2012
$ 3,644,502 $ - $ - $ 3,644,502
1,329,770 554,302 (5,390) 1,878,682
4,974,272 554,302 (5,390) 5,523,184
636,549 38,055 - 674,604
2,269,561 42,058 (79,390) 2,232,229
65,309,771 2,109,040 - 67,918,811
75,275,254 251,579 - 75,526,333
143,991,135 2,440,732 (79,390) 146,352,477
(63,488,142) (4,594,388) 79,390 (68,003,140)
80,502,993 (2,153,656) - 78,349,337
$ 85,477,265 $  (1,599354) § (5390) § 83,872,521

Included above is $1,325,980 in assets capitalized under a lease agreement, as discussed

further in Note 6.

10
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5. LONG-TERM DEBT

2012 2011
Note payable due to Emmaus Variable Rate Bond Pool Program in
annual installments ranging from $45,000 to $95,000 plus interest
at a variable interest rate; matures February 2021; secured by
equipment. § 715000 $ 780,000
Revenue Bonds - Series of 1993, matures in November 2014. 4,780,000 6,955,000
Revenue Bonds - Series of 2003A, refunded in 2012. - 15,590,000
Revenue Bonds - Series of 2010, matures in November 2028. 9,990,000 9,995,000
Revenue Bonds - Series of 2010A, matures in November 2028. 6,230,000 6,235,000
Revenue Bonds - Series of 2011, matures in November 2028. 31,270,000 32,690,000
Revenue Bonds - Series of 2011A, matures in November 2026. 6,350,000 6,375,000
Revenue Bonds - Series of 2012, matures in November 2020. 14,295,000 -
Total long-term debt 73,630,000 78,620,000
Less: current portion (4,095,000) (3,765,000)
Long-term portion: 69,535,000 74,855,000
Plus:
Unamortized bond premium 1,460,619 -
Less:
Unamortized bond discount (260,985) (630,511)
Unamortized deferred refunding loss (3,198,974) (3,272,442)
Long-term bonds and notes payable, net $ 67,535,660 $ 70,952,047

The Authority has a $1,500,000 line of credit available with First National Bank. There was
no outstanding balance at December 31, 2012 and 2011. During 2012 and 2011, no draws
were made on the line of credit.

On November 1, 1993, the Authority issued $41,125,000 in 1993 Series Sewer Revenue
Bonds with an interest rate from 2.70% to 5.25% to advance refund $34,325,000 of
outstanding 1990 Series Sewer Revenue Bonds. The net proceeds of $38,896,830 were used
to purchase U.S. government securities that were deposited in an irrevocable trust with an
escrow agent to provide for all future debt service payments on the 1990 Series Sewer

11
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Revenue Bonds. Accordingly, the 1990 Series Sewer Revenue Bonds are considered to be
defeased and the liability for those bonds is not included in these financial statements.

On December 1, 2003, the Authority issued $24,905,000 in Series A of 2003 Sewer Revenue
Bonds, with an interest rate from 3.00% to 4.50%, to advance refund $24,040,000 of
outstanding 1993 Series Sewer Revenue Bonds. The net proceeds of $24,521,311 were used
to redeem all of the 1993 Series Sewer Revenue Bonds with the exception of $10,825,000
Term Bonds due November 1, 2014, which were not callable. The Series A of 2003 Bonds
were refunded in 2012 by the 2012 Bonds described below.

On June 1, 2010, the Authority issued $10,000,000 of 2010 Series Sewer Revenue Bonds,
with an interest rate from 2.00% to 4.10%, to finance the 2010 Improvement Project.

On December 1, 2010, the Authority issued $6,240,000 in 2010 Series A Sewer Revenue
Bonds with interest rates ranging from 0.75% to 3.85% to advance refund $5,985,000 of
outstanding 2005 Series Sewer Revenue Bonds. The net proceeds of $6,001,810 were used
to purchase U.S. government securities that were deposited in an irrevocable trust with an
escrow agent to provide for all future debt service payments on the 2005 Series Sewer
Revenue Bonds. During 2011, the 2005 Series Sewer Revenue Bonds were paid in full from
the trust, and are no longer considered defeased.

In November 2011, the Authority sold $32,690,000 of its 2011 Sewer Revenue Bonds with a
variable interest rate to current refund the 2001 Series Sewer Revenue Bonds. The Authority
issued these bonds in conjunction with the swaption agreement, as described further in Note
11. The variable interest rate is based upon SIFMA plus the applicable spread, which was
0.853% at December 31, 2012; however, the interest payments in the future maturities
schedule below were calculated using the synthetic fixed rate of 5.22% as described in Note
11.

In December 2011, the Authority issued $6,375,000 in 2011A Series Sewer Revenue Bonds
with interest rates ranging from 1.00% to 3.65% to currently refund $6,100,000 of 2006
Series Sewer Revenue Bonds.

In October 2012, the Authority issued $14,295,000 in 2012 Series Sewer Revenue Bonds,
with interest rates ranging from 2.00% to 5.00% to currently refund $15,590,000 of 2003A
Series Sewer Revenue Bonds. The cash flow savings from this refunding was approximately
$1,601,000 and the economic benefit from this refunding was approximately $1,115,000.
The accounting loss from this transaction was approximately $3,171,000 (including
approximately $2.8 million related to the prior refunding), which will be amortized through
2020. The deferred refunding loss is netted with the outstanding debt balances on the
statements of net position.

12
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Long- Balance Balance
Term Original Date of Final Interest December 31, December 31,
Debt Issue Maturity Rate 2011 2012
1993 $ 41,125,000 11/1/2014 2.70% - 5.25% 6,955,000 4,780,000
2003A 24,905,000 11/1/2020 3.00% - 4.50% 15,590,000 -
2010 10,000,000 11/1/2028  2.00% - 4.10% 9,995,000 9,990,000
2010A 6,240,000 11/1/2028  0.75% - 3.85% 6,235,000 6,230,000
2011 32,690,000 11/1/2028 Variable 32,690,000 31,270,000
2011A 6,375,000 11/1/2026 1.00% - 3.65% 6,375,000 6,350,000
2012 14,295,000 11/1/2020  2.00% - 5.00% - 14,295,000
Emmaus 1,300,000 2/1/2021 Variable 780,000 715,000
78,620,000 73,630,000

The annual debt service requirements to maturity on the long-term debt, including principal
and interest at December 31, 2012, are as follows:

13
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Year Ended 1993 2010 2010 2011 2011
December 31, Series Series Series A Series Series A
2013 $ 2,315,000 $ 5,000 $ 5,000 1,450,000 § 255,000
2014 2,465,000 5,000 5,000 1,475,000 285,000
2015 - 5,000 5,000 1,495,000 315,000
2016 - 5,000 5,000 1,540,000 340,000
2017 - 5,000 5,000 1,565,000 375,000
2018-2022 - 1,380,000 850,000 10,860,000 2,295,000
2023-2027 - 5,395,000 3,470,000 12,535,000 2,485,000
2028 - 3,190,000 1,885,000 350,000 -
Total $ 4,780,000 $ 9,990,000 $ 6,230,000 31,270,000 § 6,350,000
Year Ended 2012
December 31, Series Emmaus Interest Total
2013 $ - $ 65,000 $ 2,725,311 6,820,311
2014 - 70,000 2,523,855 6,828,855
2015 2,515,000 75,000 2,309,483 6,719,483
2016 2,635,000 75,000 2,223,275 6,823,275
2017 2,775,000 80,000 2,135,127 6,940,127
2018-2022 6,370,000 350,000 9,089,799 31,194,799
2023-2027 - - 4,650,616 28,535,616
2028 - - 227,374 5,652,374
Total $ 14,295,000 $ 715,000 $ 25,884,840 99,514,840

6. CAPITAL LEASE OBLIGATIONS

During 2010, the Authority entered into a capital lease agreement for land right-of-ways,
tanks, and water lines to hold reuse water. The lease includes an option for the Authority to
purchase the premises with necessary rights of way at the end of the lease term for ten
dollars. Monthly lease payments of $25,000 began in January 2012 when all conditions were
met as agreed upon. The agreement did not include an interest rate; however, the Authority

has imputed an interest rate of 4.00% on this capital lease obligation.

14
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Future minimum capital lease payments, including principal and interest, are as follows:

Year Ending Principal Interest Total

December 31, Payment Payment Payment
2013 $ 254408 § 45,592  § 300,000
2014 264,773 35,227 300,000
2015 275,561 24,439 300,000
2016 286,789 13,211 300,000
Total $ 1,081,531 § 118469 § 1,200,000

7. COMPENSATED ABSENCES

Full-time permanent employees are granted vacation and personal leave benefits in varying
amounts to specified maximums in accordance with the Authority’s policy. Employees are
entitled to all accrued vacation and personal leave balances at termination. Full-time
permanent employees can accrue sick leave to specified maximums. Employees who retire
from the Authority are entitled to a percentage of their accrued sick leave balance as cash
payments or can convert their entitlement into extended healthcare coverage on a full-month
basis.

The estimated amounts of vested vacation, personal leave, and sick benefits incurred during
the year are included in employee benefits expenses. The estimated liability is reported as
compensated absences in the accompanying statements of net position.

8. PENSION PLAN

The Authority has a contributory defined contribution pension plan (plan) administered by
ICMA Retirement Corporation covering all full-time employees with six months of
continuous employment and who have attained 21 years of age. Employees become 50%
vested after being with the plan for one year. The vesting percentage increases 5% per year
until the fifth year. Employees are 80% vested after six years and fully vested after seven
years. The Authority contributes 10% of the employee’s base salary for management and
non-union employees and 5% for union employees. Union employees are required to
contribute 5% of their base salary. Management and non-union employees have no
contribution requirements. Employer contributions were $195,097 and $187,795 for the
years ended December 31, 2012 and 2011, respectively.

15
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9.

10.

11.

DEFERRED COMPENSATION PLAN

The Authority offers its employees a deferred compensation plan (plan) administered by the
ICMA Retirement Corporation and created in accordance with Internal Revenue Code
Section 457. The plan, available to all Authority employees, permits them to defer a portion
of their salary until future years. The deferred compensation is not available to employees
until termination, retirement, death, or unforeseeable emergency.

As a result of legislative changes, all amounts of compensation deferred under the plan, all
property and rights purchased with those amounts, and all income attributable to those
amounts, property, or rights are (until paid or made available to the employee or other
beneficiary) held in trust for the exclusive benefit of the participants and their beneficiaries,
whereas, prior to these legislative changes, these amounts were solely the property rights of
the Authority, subject only to the claims of the Authority’s general creditors. As a result, the
deferred compensation investments are not reported in the Authority’s financial statements.

AGREEMENT WITH EMPLOYEES

The Authority is a party to a collective bargaining agreement with Council 83, American
Federation of State, County, and Municipal Employees, AFL-CIO, under the provisions of
Act 195 of the Pennsylvania Legislature. The agreement establishes rates of pay, hours of
work, procedures for resolution of differences, and other conditions of employment. The
agreement was renegotiated in 2011 and is effective from July 1, 2011 to June 30, 2014.

DERIVATIVE FINANCIAL INSTRUMENTS

Swap

During fiscal year 2005, the Authority entered into a swaption contract that provided for the
Authority to receive annual payments of $157,320 through 2011. As a synthetic refunding of
its 2001 Bonds, these payments represent the present-value, risk-adjusted savings of a
refunding as of November 1, 2011, without issuing refunding bonds at June 2005. In
November 2011, the swaption was exercised, causing the Authority to refund the existing
2001 Bonds, and issue Variable Rate Refunding Bonds (2011 Bonds). This swap effectively
changed the Authority’s variable interest rate on the 2011 Bonds to a synthetic fixed rate of
5.22%, by causing the Authority to make or receive net swap payments as required by the
terms of the contract; that is, receiving a variable rate as noted above for the term of the swap
from the counterparty and making a fixed rate payment to the counterparty.

16
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Per the swap agreement, the Authority receives interest at the variable rate of the Securities
Industry and Financial Markets Association (SIFMA) while paying a fixed rate of 5.22%.
The interest payments are calculated based on a notional amount of $32,690,000, which will
reduce on November 1 of each year, so that the notional amount approximates the principal
outstanding on the Refunding Bonds. The swap expires on November 1, 2026.

Because the option was exercised, the Authority makes net swap payments as required by the
terms of the contract, that is, receiving a variable rate as noted above for the term of the swap

from the counterparty and making a fixed rate payment to the counterparty.

Fair Value of Embedded Derivative Instruments

The swap had a fair value of $(6,521,673) and $(6,974,034), as of December 31, 2012 and
2011, respectively. The mark to market value is calculated by subtracting the present value
of the market spread from the present value for the remaining premium payment stream.

The changes in fair market value of the swap of $452,361 and $(5,824,758), during 2012 and
2011, respectively, are recorded as a change in the hedging derivative investment
liability/asset offset by a change in deferred outflows on the statements of net position, as this
instrument is considered to be an effective hedge by the Authority.

Basis Swap

During fiscal year 2005, the Authority also entered into a basis swap agreement. The swap
agreement required the Authority to make payments to the counterparty at a variable rate of
interest based on the weekly SIFMA Municipal Swap Index rate, plus the applicable spread
calculated on the outstanding 2011 bond balance. Payments were to be made on May 1 and
November 1 through 2026. The counterparty made monthly payments to the Authority at a
variable rate of interest based on 59.62% of ten-year CMS calculated on the 2011 Bonds
outstanding balance.

The agreement also required a fixed payment of $279,680 from the counterparty to the
Authority on November 1 of each year through 2011. The net basis swap payments recorded
within derivative investment income in 2012 and 2011 totaled $186,430 and $554,433,
respectively.

The basis swap did not qualify as a hedge transaction under generally accepted accounting
principles and therefore had been accounted for as an investment. As of December 31, 2011,
the basis swap was estimated to have fair values of $(450,338). The mark to market value
was calculated by subtracting the present value of the market spread from the present value
for the remaining premium payment stream. The change in market value of $(755,049) in
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2011 for the basis swap was accounted for as an investment is recorded on the statements of
revenues, expenses and changes in net position as a component of investment income (loss).

In September 2012, the Authority terminated the basis swap agreement. As a result of this
termination, the Authority received a cash payment of $937,500, and recognized income of
approximately $2.8 million on the statement of revenues and expenses related to this
transaction, which included the write off of the borrowing previously recorded on this
transaction.

Borrowings

A portion of the upfront annual payments of $157,320 and $279,680 (discussed above)
received by the Authority through 2011 are considered to be a borrowing. The effective rate
for these borrowings at the time the upfront payments were calculated was 3.71%. As the
basis swap agreement was terminated (as discussed above), the related borrowing was
considered satisfied as part of the settlement. As of December 31, 2012 and 2011, these
borrowings had an outstanding balance as detailed below.

Estimated December 31, 2011 December 31, 2012

borrowing accreted value Current year accreted value

Swaption rate of borrowings activity of borrowings
2005 swaption 3.71% $ 1,010,404  § (55,771)  § 954,633
2005 basis swap 3.71% 1,278,241 (1,278,241) -
$ 2,288,645  § (1,334,012) § 954,633
Estimated December 31, 2010 December 31, 2011

borrowing accreted value Current year accreted value

Swaption rate of borrowings activity of borrowings
2005 swaption 3.71% $ 910,385  § 100,019 $ 1,010,404
2005 basis swap 3.71% 1,183,691 94,550 1,278,241
$ 2,094,076 § 194,569  § 2,288,645
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Estimated future payments on the swap borrowing are as follows:

Risks

Year Ending Principal Interest Total
December 31, Payment Payment Payment
2013 $ 57296 $ 26,320 $ 83,616
2014 58,862 24,754 83,616
2015 60,471 23,145 83,616
2016 62,124 21,492 83,616
2017 63,822 19,794 83,616
2018-2022 346,257 71,823 418,080
2023-2026 305,801 21,696 327,497

$ 954,633 $ 209,024 $ 1,163,657

Through the use of derivative instruments such as these agreements, the Authority is exposed
to a variety of risks, including credit risk, interest rate risk, termination risk, market-access
risk, and basis risk.

Credit risk is the risk that the counterparty will not fulfill its obligations. On
December 31, 2012, the counterparty was rated Aa3 by Moody's Investors Services,
Inc., a nationally recognized rating agency. If the counterparty fails to perform
according to the terms of the swap agreement, there is some risk of loss to the
Authority; if the Authority would need to replace the swaps, it would likely cost the
Authority the then fair market values. Because the swap has a negative fair market
value, there is no current credit risk to the Authority.

Interest rate risk is the risk that changes in interest rates will adversely affect the fair
values of the Authority’s financial instruments or the Authority’s cash flows.

Termination risk is the risk that a derivative’s unscheduled end will affect the
Authority’s asset/liability strategy or will present the Authority with potentially
significant unscheduled termination payments to the counterparty. The counterparty
to the transaction does not have the ability to voluntarily terminate the swap;
however, the Authority is exposed to termination risk in the event that the
counterparty defaults.

Basis risk is the risk that arises when variable interest rates on a derivative and an
associated bond or other interest-paying financial instrument are based on different
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indexes. The Authority is subject to basis risk on the swap agreement as the payment
made by the Authority to the counterparty is based on a fixed rate of 5.22%, and the
payment received by the Authority is based on the SIFMA Municipal Swap Index.
The relationships between different indexes vary and that variance could adversely
affect the Authority’s calculated payments, and as a result cost savings or synthetic
interest rates may not be realized.

Contingency

e Collateral is required to be posted based on predetermined dollar thresholds
associated with credit ratings and the fair market value of the swap. As of July 2012,
the Authority’s S&P credit rating was “A”, and as of December 31, 2012, no
collateral was required to be posted.

12. COMMITMENTS

At December 31, 2012, the Authority had entered into general, mechanical, and electrical
construction contracts totaling approximately $4.2 million related to the Big Hollow
Diversion Pump Station project, which is anticipated to begin in 2013.
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YEARS ENDED DECEMBER 31, 2012 AND 2011

Salaries and wages
Payroll taxes
Employee benefits
Supplies and postage
Contractual services
Repairs and maintenance
Utilities

Employee provisions
Legal and accounting
Insurance
Miscellaneous

SUPPLEMENTARY SCHEDULE I
GENERAL AND ADMINISTRATIVE EXPENSES
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2012 2011

$ 573,902 $ 571,604
56,553 54,833
282,480 280,047
48,892 42,490

35,587 21,577

50,182 39,311
165,091 158,942

30,811 40,282

161,863 70,715
130,917 162,977
40,893 83,632

$ 1,577,171 $ 1,526,410




UNIVERSITY AREA JOINT AUTHORITY
SUPPLEMENTARY SCHEDULE II

COMPARATIVE ANALYSIS OF WASTEWATER

TREATMENT PLANT EXPENSES

YEARS ENDED DECEMBER 31, 2012 AND 2011

Laboratory:

Salaries and wages
Payroll taxes

Employee benefits
Supplies

Repairs and maintenance

Subtotal

Physical Plant:

Salaries and wages
Payroll taxes

Employee benefits
Supplies

Contractual services
Repairs and maintenance

Subtotal

Industrial Pre-treatment Program:

Salaries and wages
Payroll taxes

Employee benefits
Supplies

Contractual services
Repairs and maintenance

Subtotal

Beneficial Reuse:

Salaries and wages
Payroll taxes

Employee benefits
Supplies

Utilities

Contractual services
Repairs and maintenance

Subtotal
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2012 2011

$ 169,830 164,134
13,131 12,378
34,856 50,364
24,039 25,403
3,142 6,725
244,998 259,004
323,613 316,562
24,774 24,567
89,239 102,775
64,884 61,940
10,642 10,482
243,548 218,012
756,700 734,338
55,043 55,559
4,187 4,072
14,083 15,172
32 -
640 1,460
1,230 537
75,215 76,800
21,849 23,246
1,647 1,599
6,716 5,923
321,198 228,894
170,896 158,603
59,318 53,210
63,422 29,067
645,046 500,542

(Continued)
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COMPARATIVE ANALYSIS OF WASTEWATER

TREATMENT PLANT EXPENSES
(Continued)

YEARS ENDED DECEMBER 31, 2012 AND 2011

2012 2011
Dewatering:
Salaries and wages 134,220 127,520
Payroll taxes 10,368 9,576
Employee benefits 28,174 43,629
Supplies 53,176 50,387
Repairs and maintenance 28,966 44,339
Utilities 77,680 72,092
Subtotal 332,584 347,543
Compost:
Salaries and wages 234,357 234,058
Payroll taxes 18,116 17,980
Employee benefits 57,070 72,712
Supplies 66,540 43,591
Contractual services 12,624 6,605
Repairs and maintenance 60,890 47,317
Utilities 222,448 224,184
Miscellaneous 4,155 3,240
Subtotal 676,200 649,687
Treatment Operations:
Salaries and wages 713,483 641,597
Payroll taxes 53,493 49,857
Employee benefits 139,452 156,691
Supplies 442,501 594,273
Contractual services 35,707 42,165
Utilities 388,401 360,462
Miscellaneous 7,193 4,310
Subtotal 1,780,230 1,849,355
Total wastewater treatment plant expenses $ 4,510,973 $ 4,417,269
(Concluded)
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YEARS ENDED DECEMBER 31, 2012 AND 2011

Inspection:

Salaries and wages
Payroll taxes

Employee benefits
Supplies

Repairs and maintenance

Subtotal

Pump Station:

Salaries and wages
Supplies
Repairs and maintenance
Utilities

Subtotal

Maintenance:

Salaries and wages
Payroll taxes

Employee benefits
Supplies

Repairs and maintenance

Subtotal

Total collection expenses

2012 2011
$ 253,452 $ 243,167
19,595 18,838
48,917 53,710
1,037 1,184
13,035 3,171
336,036 320,070
1,136 8,186
2,623 1,125
70,754 47,343
22,556 33,672
97,069 90,326
605,430 380,796
58,146 54,516
188,378 210,027
1,437 5,704
168,354 44,838
1,021,745 695,881
$ 1,454,850 $ 1,106,277
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COMPARATIVE ANALYSIS OF TRUSTEE FUNDS

YEARS ENDED DECEMBER 31, 2012 AND 2011

Treasury Obligation Money Market Funds

Trustee Funds - Unrestricted:

Revenue Fund - 1993 Series

Emmaus Bond Pool Loan Fund

Bond Redemption and Improvement Fund - 1993 Series
Tapping Fee Fund

Total unrestricted funds

Trustee Funds - Restricted:

Debt Service Reserve Fund

Debt Service Fund - 1993 Series

Debt Service Fund - 2003A

Debt Service Fund - 2006

Debt Service Fund - 2010 Series

Debt Service Fund - 2010A

Debt Service Fund - 2011

Debt Service Fund - 2011A

Debt Service Fund - 2012

Operating Expense Reserve Fund - 1993 Series

Total restricted funds

Trustee Funds - Construction:

Construction Fund - 2010

Total construction funds
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2012 2011

$ 1,090,006 $ 938,604
215,374 215,273
3,231,303 3,330,741
2,245,939 1,111,063

$ 6,782,622 $ 5,595,681
$ 7842281 $ 8,184,555
2,076 293

. 2,284

- 86

74 16

1,927 2,337

978,777 -

153 -

3 -

300,040 300,048

$ 9,125,331 $ 8,489,619
$ 4,565,331 S 5,717,315
$ 4,565,331 S 5,717,315






