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Moody's Outtook NOO

Opinion

NEW YORK, January 31, 2014 --Moody's Investors Service has assigned a Aa3 rating to Lower Township
Municipa} Utilities Authority, NJ's $4.76 million Revenus Refunding Bonds, Series 2014. The bonds are ultimately
secured by Lower Township's General Obligation (GOQ) unlimited tax pledge. The proceeds of the bonds will be
used to refund $4.8 million of previously issuad revenue bonds for a net present value savings of approximately
$153,600 (3.2% of refunded par). Concurrently, Moody's has affirmed the township's Aa3 GO rating, affecting
$32.1 million of diract GO and GO-backed debt.

RATING RATIONALE

The Aa3 reflecls township's General Obligation rating, as the township’s GO pledge ultimately secures this
transaction through a service contract. The rating incorporates the township's large tax base with below average
wealth levels and seasonal economy, conservative fiscal management, increased fund balance in fiscal 2013, and
manageable debt burden,

STRENGTHS

-Large tax base with seasonal economy

-Conservative financial management practices

~Low debt burden

CHALLENGES

-Revenue rafsing limitations from statewide 2% levy cap

-Relatively low wealth levels compared to the state average

DETAILED CREDIT DISCUSSION

AUTHORITY DEBT ULTIMATELY BACKED BY TOWNSHIP

The authority's debt is ultimately backed by the township through a service contract and provisions under the



general bond resolution. The township is required to cure any operating deficiency Incurred by the authority. The
township is further obligated to levy ad valorem taxes upon all taxable real property in the township, without
limitation as to rate or amount, in order fo meet its required payments to the authority. The authority is required to
charge sum sufficlent rates and maintain a debt service reserve fund equal to maximum annual debt service. If
revenues are Insufficient to meet covenants In a fiscal year (ending November 30), the autharity will notify the
township of the insufficiency by December 30, and the township must provide payment to the authority by January
15. The township is also obligated to cover any estimated shortfalls for the current fiscal year with quarterly
payments due on the first days of February, May, August and November. The township has not been called upon
to cure any insufficiency since the implementation of the service contract in 1968.

HEALTHY FINANCIAL POSITION

The township's financial position Is expected to remain heaithy given the its strong financial management

practices. Over the past five years, the township has demonstrated healthy operating perforimance with modest
increases and decreases In total fund balance. In 2012, Current Fund balance declined $450,000 decreasing fund
balance to $2.6 million, or a satisfactory 11.7% of revenues, from $3.0 miflion in fiscal 2011, or 13% of 2011
revenues. The decline was largely due to lower excess taxes as a result of increased tax appeals. In order fo
increase comparability with national peers, Moody's adjusts New Jersey Current Fund balance levels by
incorporating addiional financial flexibility provided by appropriation reserves and reserves for receivables. When
factoring in these adjustnients, the township's fiscal 2012 Current Fund balance is about $4.5 million, or a healthy
20.4% of revenues. ‘

Although audited result for fiscal 2013 are not yet available, the township utilized about $1.6 million of fund balance
and increased the levy 5.9%, which was within the parameters of the 2% statewide levy cap plus allowed
exemptions and banked levy capacity. Unaudited reports indicate that the township regenerated all utilized fund
balance and increased Current Fund balance by about $1.3 million, bringing ending fund balance to $3.9 million,
Township officials attribute the increase to aggressive collection efforts which increased collections to 98.21% in
fiscal 2013 from 97.21% In fiscal 2012. The township's strong liquidity ($5.7 million In cash reserves in fiscal 2013}
and excess levy capacity provide additional financial flexibility,

LARGE TAX BASE WITH BELOW AVERAGE WEALTH LEVELS AND A STRONG SEASONAL TOURISM
COMPONENT ‘

Moody's believes Lower Township's sizable $3.7 billion full value tax base will stabilize after modest declines as a
result of the declining housing market and economic recession. Full value has declined 17% since 2008, or an
average annual decline of 3.4%. The town has pursued tax base reassessments to actively readjust assessed
values and minimize the potential impact of tax appeals. A 2010 reassessment decreased assessed values 13%
and a 2013 reassessment is expected to decrease values 11.5% in fiscal 2014. Located in the southeast comner of
Cape May County (GO rated Aa1), approximately 40 miles southeast of Philadelphia (GO rated A2 stable) the
largely maritime community supports wealth levels that are below average for the state, with a median family
income of $63,324 (74% of the state median and 93.3% of the US). However, full value per capita is strong at
$162,190 due to a large number of second and vacation homes. The local economy contains commercial fishing
and food processing components, as well as high levels of seasonal tourlsm during the summer months.

SMALL DEBT BURDEN AND MODERATE PENSION LIABILITIES

Moody's expects the township's small overall debt burden lo remaln manageable given the modest size of the total
debt burden compared to the township's full value tax base and limited additional debt plans. The township's debt
consists of $13.8 million in direct GO debt and an additional $18.3 million in GO-guaranteed authority debt that is
self-supporting. The township's net direct debt burden is a modest 0.4% of full valuation, and increases to only
1.23% when factoring In ali guaranteed and overlapping debt. Neither the authority nor the township has exposure
to variable rate debt or any derivative agreements. :

The township has a somewhat higher than average pension burden, based on the unfunded liabllitles for its
Moody's-estimated share of two cost-sharing plans administered by the state. Moody's adjusted net pension
liability (ANPL) for the township as of December 31, 2012, under our methodology for adjusting reported pension
data, is $26.4 million, or a somewhat higher than average 1.18 times operaling revenues, compared to less than 1
times on average in the sector nationally. Moody's ANPL reflects certain adjustments we make to improve
comparability of reported pension liabilities, The adjustments are not intended to replace the township's reported
liability information, but to improve comparability with other rated entities.

For more Information on Moody's Insights on employee pensions and the related credit impact on companies,



governments, and other entities across the globe please visit Moody's on Pensions at
www.moodys.com/pensions

WHAT COULD MOVE THE RATING UP;

-Significant and sustained improvement to cash and Current Fund reserve levels
-Significant gains in tax base and/for improvement in socioeconomic profile
WHAT COULD MOVE THE RATING DOWN:

-Material decline in reserve levels

-Significant retraction of assessed valuation

KEY STATISTICS (Township of Lower);

Tax base size: Full Value: $3.7 billion

Full value per capita: 162,190

Median family income as % of US: 93.3%

FY2012 adjusted Current Fund balance as a % of revenues: 20.42%
5-year dollar change in adjusted fund balance as a % of revenues: -1.07%
Cash balance as a % of revenue: 20.68%

S-year dollar change in cash as a % of revenues: -0.55%

institutional Framework: A

Operating History: 5-year average of operating revenues/operating expenditures: 0.99x
Net direct debt/full value: 0.37%

Net direct debt/operating revenues: 0.62x

3-year average Moody's ANPL/Full Valie: 1.01%

3-year average Moody's ANPL/operating revenues: 1.68x

RATING METHODOLOGY

The principal methodology used in this rating was US Local Government General Obligation Debt published in
January 2014, Please see the Credit Policy page on www.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

For rafings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in refation to each rating of a subsequently issued bond or note of the same series or category/class
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance
with Moody's rating practices. For ratings issued on a support provider, this announcement provides cerlain
regulatory disclosures In relation to the rating action on the support provider and in relation to each particular rating
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings,
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner
that would have affected the raling. For further information please see the ratings tab on the issuer/entity page for
the respective issuer on www,moodys.com,

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating
outlook or rating review.




Piease see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
enlity that has issued the rating.

Please see the ralings tab on the issuet/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.
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MOODY'S CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL
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ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE QF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
WITHOUT MOODY'S PRIOR WRITTEN CONSENT,

All information contained herein is obtained by MOCDY'S from sources belleved by it to be accurate and refiable.
Because of the possibility of human or mechanical error as well as other factors, however, all information contained
herein is provided "AS IS" without warranty of any kind, MOODY'S adopts all hecessary measures so that the
infermation it uses in asslgning a credit rating Is of sufficient quality and from sources MOODY'S considers to be
reliable including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process or in preparing
the Moody's Publications.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or
damages whaltsoever arising from or in connection with the information contained herein or the use of or inability to
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To the extent permilted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity,
Including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability
that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the
control of, MOODY'S or any of its directors, officers, employees, agents, representalives, licensars cr suppliers,
arising from or in connection with the information contained herein or the use of or inability to use any such
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NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER



OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER
WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation (*MCQ™), hereby discloses that most
issuers of debl securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 o approximately $2,500,000, MCO and MIS also maintain policies
and procedures to address the Independence of MIS's ratings and rating processes. Information regarding certain
affillations that may exist between directors of MCO and rated entities, and between entities who hold ratings from
MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually
at www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and
Shareholder Affiliation Policy.”

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services
License of MOODY'S affiliate, Moody's Investors Service Ply Limited ABN 61 003 399 657AFSL 336969 and/or
Moody's Analylics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
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represent will directly or indirectly disseminate this document or its contents to "retall clients® within the meaning of
sectlon 761G of the Corporations Act 2001. MOODY'S credit rating Is an opinion as fo the creditworthiness of a
debt obligation of the issuer, not on the equity securities of the issuer or any form of security that Is available to
retall clients, It would be dangerous for "retail clients” to make any investment decisfon based on MOODY'S credit
rating. If in doubt you should contact your financial or other professional adviser.




