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INDEPENDENT AUDITORS 1 REPORT
The Honorable Chairperson and Board Members of
Ewing-Lawrence Sewerage Authority
We have audited the accompanying balance sheets of Ewing-Lawrence Sewerage
Authority (the Authority") as of December 31, 2010 and 2009, and the reJated
statements of revenues, expenses and changes in net assets and cash flows for the years
then ended. These financial statements are the responsibility of the Authority 1s
management Our responsibility is to express an opinion on these financial statements
based on our audits.

• .4 NT PENDENILT (VND MEMBER,

We conducted our audits in accordance with auditing standards generaiJy accepted in
the United States of America and the standards applicable to financial audits contained
in Government Audirng Standards, issued by the Comptroller General of the United
States, Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free 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 Authorityts 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 significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.
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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, 2010 and 2009,
and the respective changes in its net assets and its cash flows for the years then ended
in confbrmity with accounting principles generally accepted in the United States of
America.
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INDEPENDENT AUDITORS' REPORT (CONTINUED)
In accordance with Government Auditing Standards, we have also issued our reports dated July
12. 2011 on our consideration of the Authority's internal control over financial reporting and on
our rests of its compliance with certain provisions of laws, regulations, contracts, grant
agreements and other matters. The purpose of these reports is to describe the scope of our testing
of internal control over financial reporting and compJianee and the results of that testing, and not
to provide an opinion on the internal control over financIal reporting or on compliance. These
reports are an integral part of an audit performed in accordance with Governnwn Auditing
Standards and should be considered in assessing the resuJts of our audits
Management's discussIon and analysis on pages 3 through 5 is not a required part of the basic
financial 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 required supplementary information. However, we did not audit the
information and express no opinion on it.
The schedule of revenues, expenses and changes in net assets on page 22, the schedule of
operating revenues and costs funded by operating revenues compared to budget on page 23. and
the roster of officials on page 24 are presented for the purpose of additional analysis and are not a
required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinIon, is
fairly stated in all material respects in relation to the basic financial statements taken as a whole,
C
4. ' &t
July 12, 2011
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EWING-LAWRENCE SEWERAGE AUTHORITY
MANAOEMENTS DISCUSSION AND ANALYSIS
As financial management of the Ewing-Lawrence Sewerage Authority (the 'Authoritv"), we offer
readers of these financial statements this narrative overview and analysis of the financial activities of
the Authority for the years ended December 31, 2010 and 2009. This discussion and analysis is
designed to assist the reader in focusing on the significant financial issues and activities and to identify
any significant changes in finaneiaJ position. We encourage readers to consider the information
presented here in conjunction with the financial statements taken as a whole. A comparative analysis
of the financial statements data has been presented for 2010 and 2009.
FINANCiAL HIGHLIGHTS
(Loss) income from operations for the Authority was $(l,099,985) and $273,599 for the years ended
December 31, 2010 and 2009. respectively. The Authority's net assets were $37,094,233 and
$38,992,883 at the close of 2010 and 2009, respectively, which represents a decrease of approximately
4.9% in 2010
OVERVIEW OF THE FINANCIAL STATEMENTS
This discussion and analysis is intended to serve as an introduction to the Authoritys financial
statements, which are comprised of the basic financial statements and the notes to the financial
statements, This report also contains other supplementary information, including a schedule of
revenues, expenses and changes in net assets.
Basic financial statements. The basic financial statements arc designed to provide readers with a
broad overview of the Authority's finances, in a manner similar to that employed by private-sector
businesses,
The balance sheet presents information on all of the Authority's assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as useful indicators of whether the financial position of the Authority is improving or
deteriorating. Net assets increase when revenues exceed expenses. Increases to assets without
corresponding increases to liabilities also result in increased net assets, which indicate an improved
financial position.
The statements of revenues, expenscs and changes in net assets present information showing how net
assets changed during the fiscal year. Al] changes in net assets are reported as soon as the underlying
events occur, regardless of timing of related cash flows, Thus, revenues and expenses are reported in
these statements for some items that will not result in cash flows until future fiscal periods.
Notes to financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the basic financial statements.
Other information. In addition to the basic financial statements and accompanying notes, this report
also presents certain supplementary information concerning operating revenues, expenses and net
assets, as well as comparisons to budget.

3

EWING-LAWRENCE SEWERAGE AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)
FINANCIAL ANALYSIS OF THE AUTHORITY
Cash balances were $9,069,122 and $10,318,665 at December 31, 2010 and 2009, respectively, and
Comprise the largest portion of the Authority's current assets arid consist of unrestricted and restricted
portions.
The increase in gross capital assets in 2010 of' $750,538 and in 2009 of $1,321,163 related primarily
to expenditures for the main pumping station and the Jacob 1 s Creek project, respectively.
Net property and equipment balances were 538.129,545 and $39,265,699 at December 31. 2010 and
2009. respeclively. and comprise the largest portion of the Authority's assets.
The Authority had $4,345,000 and $5,325,000 in current and non-current revenue bonds payable
outstanding as of December 31, 20] 0 and 2009. respectively, relating to the acquisition, construction
and improvement of sewer systems in Ewing and Lawrence Townships.
The following tables contain condensed financial information derived from the December 31, 2010
and 2009, financial statements of the Authority:
Net Assets

Current and other assets
Capital assets
Total assets
Current liabilities, nd of revenue bonds payable
Revenue bonds payable
Long.term portion of loan payable
Accrued post-employment benefits other than pensions
Total liabiJities
Net assets
Restricted
Investment in capital assets, net of' related debt
Other restricted
Deficit
Total net assets

December :11,
2010
2009
$ 16.526,586 $ 11,383,078
38,129,545
39,265,699
54656,131
50648,777
2,989,396
3,476.333
4,114,168
5,042.880
8,589,018
1.853,961
1.869.316
1.282,720
17,561,898
11,655,894
32.935,401
32,698,796
4,769,609
6,294.087
(610.777)
Lj,Q94,233 $38,992,883

Changes in Net Assets

Operating revenues
Operating expenses, excluding depreciation
Depreciation
(Loss) income from operations
Non-operating revenues
Non-operating expenses
Net loss
Net assets, beginning of year
Net assets, end of year

Year Ended December 31,
2010
2009
$ 11,604,167 $ 12,594,393
(10,817,460) (10,397,747)
(1,886,692)
(1,923.047)
(1,099.985)
273,599
942
6,771
(799.6Qfl
(863,914)
(1,898,650)
(583,544)
_983 _39.576,427
,094,233 $ 38,992,883
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EWING-LAWRENCE SEWERAGE AUTHORITY
MANAGEMENTS DISCUSSION AND ANALYSIS (CONTINUED)

Cash Flows
Net cash provided by operating activities

Net cash used in investing activities
Net cash used in financing activities
Net decrease in cash and cash equivalents

Yeaj- Fnded December L
2010
2009
860487 $ 2,345,295
$
(749,596)

(1.460,291)

(136044j -(l383i23)
£i.249,4

•$ (498.J19)

CONTACTING THE AUTHORITY'S FINANCIAL MANAGEMENT
This financial report is designed to provide taxpayers and our creditors 'with a general overview of the
Authorityts finances and to demonstrate the Authority's accountability for the revenues that it
receives, if you have questions about this report or need additional information, contact the
Authoritys financial management at 600 Whitehead Road, Lawrenceville, New Jersey, 08648 or
(609) 587-4061.
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EWING-LAWRENCE SEWERAGE AUTHORITY
BALANCE SHEETS
December31.
2010
2009
ASSETS
Current Assets - Unrestricted
Cash and cash equivalents

4,299,513

$ 4,024,578

150,000

600,000

Interest receivable

2,895

3,400

Other receivables

4141

4.100

4.456,549

4,632.07S

_l,917,478

1,621.140

1,917,478

1,623,140

-

1,744,317

2,852,131

2,926,630

_7,20$,148

341.446

J 1,977,757

6,635,533

ContrIbutions receivable

Total Unrestricted
Current Assets - Restricted
Debt service reserve account
Cash and cash equivalents - debt service reserve account
Total debt service reserve account
Cash and cash equivalents - improvement fund
Cash and cash equivalents - succeeding year budget
Funds held by Trustee
Total Restricted Assets
Total Current Assets
Property and Equipment

16,434.306 -11,267,611
38129545

39,265699

92.280

115.467

Other Assets
Unamortized debt issuance costs
Total Assets

,$54656l31 $50648,777
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EWING-LAWRENCE SEWERAGE AUTHORITY
BALANCE SHEETS (CONTINUED)
December31.
2010 2009
LIABILITIES AND NET ASSETS
Current Liabilities
Accounis payable - operations

370,241

563,635

Developers performance bonds

258,045

258,045

Loan payable - current portion

131 7 645

125,786

1,015,000

980,000

28,295

30,816

1,378,520

1.299,120

Engineering fee deposits

684,682

1,056,516

Other liabiflties

137,968

142.415

Revenue bonds payable - current portion
Accrued interest payable
Accrued liability for compensated absences

Tota] Current Liabilities

4004,396 - 4,456333

Non-Current Liabilities
Accrued post-employment benefits other than pensions

1,869,316

1,282,720

Long-term portion of loan payable

8,589.018

1,853,961

Long-term portion of revenue bonds payable

- 3,099i68 -4,062,880

Total Non-Current Liabilities

13,557502

7,199.561

17,561,898

11,655,894

32.935,401

32,698,796

Future debt service

1,917,478

1,623,140

Succeeding year budget

2,852.131

2,926,630

-

1.744,317

(610,777)

-

Total Liabilities
Net Assets (Deficit)
Restricted
Investment in capital assets, net of re]ated debt

I mprovement fund
Deli cit

Total Net Assets

37,094,233

Total Liabilities and Net Assets

See notes to financial statements,

38,992,883

$54,656,131 $50,648,777

7

EWING-LAWRENCE SEWERAGE AUTHORITY
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Year Ended Deceniber 31.
2010
- 2009
Operating revenues
Service agreements

$ 11 ,20T837 $ I 0,839,960

Other developer contributions

-

750,000

295,627

908,673

600

750

8,012

14,103

92.091

0,907

I L604,167

12,594,393

Costs of providing services

8,576,234

8,1 96,959

Administrative and general

1,190,297

1,164,027

County sludge icilities

1,050,929

1.036,761

Depreciation

692
iA,692

1,923,047

12,704,152

12.320,794

Connection fees
Inspeclion fees
Interest
Miscellaneous
Total operating revenues
Operating expenscs

Total operating expenses
(Loss) income from operations

- (1,099,9ft)

273.599

Non-operating revenues (expenses)
Interest income

942

Interest expense

6,771

(252,J29)

(318,820)

Amortization of loss on defeasance

(51,286)

(48,902)

Aniortization of debt issuance costs

(23,187)

(23,187)

-- (473,005)

(473,005J

Amortization of' post employment benefits
other than pensions
Total non-operating expenses, net

_J2966

Net loss

11,898.650)

Net assets, beginning of year

38,99283

Net assets, end of year

(857.143)
(583,544)
39576.,427

$ 37,094.233 $38,992,883

See notes to financial statements.
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EWING..LAWRENCE SEWEIAGE AUTHORITY
STATEMENTS OF CASH FLOWS
_Year Ended Decembe.r 3i.
2010
2009
Cash Flaws froni Operating Activities
Cash received from
Service agreements
Contributions for system improvements
Connection fees
Inspection fees
Interest income
Miscellaneous revenue
Cash used for
Costs of providing services
,Adrninistrative and general
County sludge facilities
Net cash provided by operating activities

$ 11,207,837
450,000
295,627
600
8 ,5 17
92,050

$10,839,960
150.000
908,673
750
12,403
79,638

(8,952,918)
(1,190.297)
_LL 05 0,92
- 860,487

(7,445,341)
(1,1 640271
(1,036.761)
2.345,295

Cash Flows from Investing Activities
Interest income
Purchases of property and equipment
Net cash used in investing activities

942
6,771
(750,53 8) _J1 .467,062)
- (749.596) (1.460.291)

Cash Flows from Financing Activities
Repayments of loans
Repayments of bond principal
Bond interest
Net cash used in financing activities

(125,787)
(980,000)
J254,647)
(1.360434)

(126,969)
(93 5,000)
(321154)
(1,383,123)

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

(1,249.543)
_fO3 I 8,665
L9,069i22

(498,119)
10,816.784
10.3 18.665

The following is a summary of the Authority's cash and cash
equivalents
Cash on hand
Checking accounts
Bank trust accounts

$

300
300
158,386
162,637
- 8.910,436 _jl 55,728
19,069,122 $ 10.31 8665

EWING-LAWRENCE SEWERAGE AUTHORITY
STATEMENTS OF CAST I FLOWS (CONT1N JET))

Year Ended December 3 1,
2010
2009
Cash Flows from Operating Activities
(Loss) income from operations

$ (1,099,985) $

273,599

Adjustments
Depreciation

1,886.692

1,923,047

113,591

155,380

450,000

(600,000)

Interest receivable

505

(l700)

Other receivables

(41)

(1,269)

Accrual for normal cost of other postemp1oyment benefits
Changes in assets and liabilities
Contributions receivable

Accounts payable - operations

(193,394)

Developers 1 performance bonds

(14,752)

Accrued liability for compensated absences
Engineering fee deposits
Other liabilities

-

Net cash provided by operating activities

See notes to financial statements.

232,472

79,400

73,443

(371834)

302,193

(4,44T1

2.882

860,487 $ 2.345,295
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EWING-LAWRENCE SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Naturc of Authority
Ewing-Lawrence Sewerage Authority (the Authority), located in LaTencevi11e, New Jersey,
was created to construct and operate a wastewater collection and treatment system to service
the Townships of Ewing and Lawrence. New Jersey (the Townships'). The Authority
entered into a contract with the Towiships, dated October18. 1951, as amended on October 9
1961, obligating each Towiship to guarantee. its proportionate share of service charges to
operate the system, debt service Costs, and an amount to be set aside for renewals,
replacements and extensions to the system.

Basis of Accounting
The financial statements of the Authority have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of
America applicable to governmental proprietary type finds.
In its accounting and financial reporting, the Authority follows the pronouncements of the
Governmental Accounting Standards Board (GASB") and other entities that promulgate
accounting principles. Per GASB Statement 55, The 1-lierarchy of Generally Accepted
Accounting Principles for Statc and Local Governments, priority is established as to which
source of accounting principles to utilize in determining proper accounting treatment, The
hierarchy is as follows: GASB Statements and Interpretations; GASB Technical Bulletins;
American Institute of Certified Public Accountants ('AICPA") Industry Audit and Accounting
Guides and AICPA Statements of Position, if applicable, and cleared by GASB; AICPA
Practice Bulletins, if applicable, and cleared by GASB; Implenientation Guides published by
the GASB; AICPA pronouncements that are not specially applicable to state and
governni ental entities; Financial Accounting Standards Board ('FASB') Statements and
Interpretations; and Accounting Principles Board Opinions and Accounting Research
Bulletins of the Committee of Accounting Procedure.

Cash and Cash Equivalents
Cash equivalents include certificates of deposit and highly liquid debt instruments with
original maturities of ninety days or less.
At December 31, 2010 and 2009, bank trust accounts consisted of repurchase agreements of a
bank approved under the New Jersey Governmental Unit Deposit Protection Act and are
collateralized by U.S. Government Agency securities on deposit at the Federal Reserve Bank
of New York.
All other deposits at December
31, 2010 and 2009, were covered by the Federal Deposit
rFDJCI)
Insurance Corporation (the
or by the New Jersey Governmental Unit Deposit
Protection Act.
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EWING-LAWRENCE SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Contributions for System Improvements and Developer Contributions
Developer contributions for system improvements and other developer contributions arc
recorded as operating revenues in the periods when earned under terms of deve]oper
agreements. Developer-financed construction is recorded in the period in which applicable
costs are incurred and is recorded at fair market va]ue at the time of the contribution.
Revenues
The primary source of' revenues is from service charges. Service charges are recognized as
revenue upon billing the budgeted agreed upon amounts to the Townships of Ewing and
Lawrence. Thc Townships pay the Authority their shares of the operating costs and debt
service. No fees are collected from the residents by the Authority.
Use of 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.
Basis of Investments
The Authority follows Governmental Accounting Standards Board Statement No. 31.
Accounting and Financial Reporting for Certain Jnvestrnents and for External Znvesin'nt
Pools'. Under Statement No, 31, investments in equity securities with readily deterrninaljle
fair values and all investments in debt securities are reported at fair value, with gains and
losses included in the statements of revenues, expenses and changes in net assets. The 1961
Bond Resolution limits the Authority's investments to obligations of or guaranteed by, the
Federal government and bank certificates of deposit. As of December 31, 2010 and 2009. the
Authoritys investrn ents consisted of cash equivalents.

Property and Equipment
Land and land improvements, buildings and building improvements, and mac.hiner' and
equipment over 52,000 are capitalized and recorded at cost, System construction costs are
charged to construction in progress until such time as given segments of the system are
completed and placed in operation. Depreciation and amortization is provided over the
estimated useful lives of the assets using the straight-line method. The estimated useful lives
are as follows:
Land improvements
Building and building improvements
Machinery and equipment

50 years
7-50 years
3-75 years

Repairs and maintenance which do not extend the useful lives of the related assets are
expensed as incurred
12

EWING-LAWRENCE SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTiNUED)
Cash and lnestrnent Accounts
In accordance with the 2002 Bond Resolution, the Authority has established the fbllowing
cash and investment accounts for deposit, in the priority order listed, of all revenues received
1w the Authority.
Account
Arnoint
Use for Which Restricted
Revenue Deposit of all revenue received Transfers to various funds described
by the Authority. Balance to below and also includes succeeding
equal amount required for one year budget amount.
quarters operating expenses.
Debt service reserve Amount needed to equal the Transfers to meet minimum bond
greatest amount of debt and debt service ]evels.
service due in any year.
I mprovement fund Amount transferred from the Amounts required for payments of
revenue fund.
principal and interest on bonds and
for improvements to the system.
Income Taxes
As a public body, the Authority is exempt from both federal and state taxes under existing
statute,
Funds Held by Trustee
The net proceeds from the Series 2004 and 2010B New Jersey Environmental Infrastructure
Trust loans were placed with the sank of New York- These funds are being held by the
trustee and will be released to the Authority upon requisitions for the payment of expenditures
on the projects for which the loans were authorized.
Unamortized I)eht Issuance Costs and Original Issue Discount
Costs related to the issuance of bonds have been capitalized.
Deferred debt issuance costs incurred with the various debt issuances are being amortized
over the lives of the respective issuances using the straight-line method, Accumulated
amortization as of December 31, 2010 and 2009, amounted to $244,345 and $221,158,
respectively. The original issue discounts on the 2002 and 1 998 revenue bonds are being
amortized over the life of the bonds, Amortization expense was $23,187 and $23,187 for the
years ended December 31, 2010 and 2009, respectively.
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EWING-LAWRENCE SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
A. SUMMARY OF SiGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Post-Employment Benefits Other Than Pensions ("OPEB')
The Authority follows GASB Statement No. 45, "Accounting and Financial Reporting by
Employers fbr Post-Employment Benefits Other Than Pensions,' This statement requires that
employers recognize annual OPEB cost equal to the annual required contribution and
recognize the unfunded accrued actuarial liability over an amortization period of thirty years.
B. CASH AND CASh EQUIVALENTS
Cash and cash equivalents consist of various accounts held by financial institutions in New Jersey
that are insured by the FDIC or the New Jersey Governmental Unit Deposit Protection Act. New
Jersey statutes permit the deposit of public funds in institutions located in New Jersey which are
insured by the FDIC or by any other agencies of the United States that insure deposits.
The Authority's bank balances at December 31. 2010 and 2009, was $9,l64797 and l0,449,505,
respectively, all of which was covered by federal depository insurance or the New Jersey
Governmental Unit Deposit Protection Act
Custodial Credit Risk
Custodial credit risk is the risk that, in the event of failure of' the counter party, the Authority
will not be able to recover the value of its cash and equivalents that are in the possession of an
outside party, Cash and cash equivalents are substantially restricted under the terms of' the
Authority's bond resolutions for the payment of bond principal and interest expense and the
extension of project loans. The bond resolutions limit investments to direct obligations of the
United States of America or other obligations in which payments of principal and interest are
unconditionally guaranteed by the United States of America
The amounts deposited in these accounts at December 31. are as fol]ows:

Bank of New York
TD Bank
PNC
Wells Fargo (Wachovia)
Cash on hand
Total

2010 ________
2009
Book
Bank
Book
Bank
Balance
Balance _Balance Balance
6,881,796
6,881,796 $ 7,813,085 $ 7,813,085
208,676
271,311
162,850
256,312
124,162
124,162
123,875
123.875
1, 54,lK
1,887,528
2,218,555
2256,233
300 ___________
300
$ 9,069,122 $ 9,164,797 $l0.3J8,665
1 0,449.505_
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EWING-LAWRENCE SEWERAGE AUTHORITY
NOTES TO FINANCIAL STATEMENTS

B. CASH AND EQUIVALENTS (CONTINUED)
Since the Authority's cash and cash equivalents are all government securities or are protected
under the New Jersey Governmental Unit Deposit Protection Act, they are not subject to
custodial ercdit risk

Interest Rate Risk
Interest rate risk is the risk that changes in interest rates wilJ adversely affect the fair value of
an investment. Because the Authority maintains only cash and cash equivalents, it is not
subject to interest rate risk if interest rates fluctuate.

C. PROPERTY AND EQUIPMENT
Property and equipment consist of the following:
December 31.
__2010
2009
S 461,112 $ 461,112
2.,17l,499
2,171,499
23,079.619
23.066,719
48,481,655
48,439,581
1.085,876
390,312
75,279,761
74,529,223
37,150,2l6
35,261524
j 29,545 $39265699

Land
Land improvements
Buildings and building improvements
Machinery and equipment
Construction in progress
Subtotal
Accumulated depreciation
TotaJ
Capita] asset activities were as follows:

Year Ended December 31 201 0
Beginning
Reductions!
Ending
Balance
Additions
tirenients _alance
NonDepreci able Assets
Land
Construction in progress
Depreciable Assets
Land improvements
BuiJ ding and building
irnpro V ements
Machinery and
equipment
Total at Historical Cost
Less Accumulated
Depreciation
Total Capital ,Assets

$

461,112 $
390,312

- $
695,564

- $ 461,112
1,085,876

2,171,499

-

-

2,171,499

23066,7l9

12,900

-

23,079,619

-

48.481.655
75,279,761

48,439,581
74,529,223
35.263,524
$39,265,699

42074 750538
1,886,692
Ji,l36,l54)

31.150.216
-. $38,129.545
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C. PROPERTY AND EQUIPMENT (CONTINUED)
Beginning
Balance
Non-Depreciable Assets
Land
Construction in progress
Depreciable Assets
Land improvements
Building and building
improvements
Machi neiy and
equipment
Total at Historical Cost
Less Accumulated
Depreciation
Total Capital Assets

Year Ended December 31. 2009
Reductions!
Additions
Retirements

461,112 $
154,768

$

- $
375,304

- $
139,760

Ending
Balance
461,112
390,312

2,171,499

-

-

2,171,499

22,289,183

777,536

-

23,066,719

4&13 1,499
73,208,061

453,977
1,606,817

145.895
285,655

_48,439.581
74,529.223

33,486,372
$39.721,689

1,923,047
3l6.2

145,895
139,760

L

35,263,524
39.265 9_

Depreciation expense was as follows:
Land mi proveinents
Building and building improvements
Machinery and equipment
Total Depreciation Expense

Year Ended December 31,
- 2010
2009
$
42,667 $
42,667
479,955
481,338
_L364,070
1,399,042
£j.sg6692 $ 1,923,O47

0. BONDS AND LOANS PAYABLE
Bond resolutions have been adopted by the Authority for the purpose of acquiring, constructing
and making improvements to the sewer systems in the Townships of Ewing and Lawrence. The
following is a summary of revenue bonds outstanding at December31:
2010
Beginning
Bonds
Maturity
Ending
- Dates
Payable
_Balance
Additions
Reductions _Balance
1998 Serial Revenue
Bonds, 3.65%5.00%
2010-2014 $ 1,830,000 $
- 5 335,000 $ 1,495.000
2002 Serial Revenue
Bonds, 3.00%4.40%
201 0-2014
3,495,000
-.
645,000
2.850,000
Subtotal Bonds
Payable
5,325,000
980.000
4,345,000
Less deferred loss on
defeasance
(282,120)
(51.288)
(23O,83
Total
5,042.880
928,712
4,114.168
Less current portion
980,000
35,000 1,015 000
Net long-term
portion
$ 4,062.880 $
(35,00Q
928,712 $ 3,099.168
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D. BONDS AND LOAN PAYABLE (CONTINUED)
2009
Bonds
Payable
1998 Serial Revenue
Bonds, 3.65%5.00%
2002 Serial Revenue
Bonds, 100%4.40%
Subtotal Bonds
Payable
Less deferred loss on
defeasance
Total
Less current portion
Net long-term
portion

Maturity
Dates

Beginning
Balance

Additions

2009-2014 $ 2,]55,000 $

2009-2014

Reductions

- $

Ending
Balance

325,000 $ 1830.000

4,105.000 ___________

610,000

3,495,000

6,260,000

935,000

5,325,000

(331,020) ___________ - (48,900)
5.928,980
$86,100
935,000
45,000
-

(282,120
5,042,880
980,000

4.993,980 $

-

(45.QQ

$

886.100 $ 4.062.880

Annual debt service requirements to maturity for bonds outstanding are as follows:
Principal
._Jnterest
- Total
$ 1,015,000 $
192,850 $ 1,207,850
1,065,000
149,800
1,214,800
1,110,000
103,230
1,213,230
1.155,000
53,190
1,208.190
$ 4,345,000 L 499,070
4,844,070

2011
2012
2013
2014

Refunding Bond Issues
The. proceeds from the 2002 advance refunding of previously issued l99 obligations were
used to currently refund the outstanding bond issues or to deposit, in an irrevocable escrow
fund held by the escrow agent, an amount that, when combined with interest earnings thereon,
will be at least equal to the sum of the outstanding principal amount of the bonds, the interest
to accrue, to redeem the bonds outstanding on such date. Accordingly, the escrow fund and
the liability for defeased bonds are not included in the Autlioritys financial statements.
These transactions defeased the outstanding bond issues with a resultant reduction in annual
debt services during the term of the issues. Refunded 1991 bonds outstanding at December
31, 2010, are as follows:
2011
2012
2013
2014

$ 665.000
710,000
755,000
805,000
293 5.000
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D. BONDS AND LOAN PAYABLE (CONTINUED)
As a result of refundings in 2002 and 1998, the Authority recorded losses on defeasance of
$428,593 and $268,347, respectively, representing the differences between the new debt
issued and the carrying amount of the debt refunded, The loss on defeasance has been
deferred and is being amortized over the life of the new debt For financial statement
purposes, the Authority follows Governmental Accounting Standards Board Statement No.
23, Accounting and Financial Rc'porting for Refunding of Debt repor1d by Proprietary
Activities. The unamortized deferred loss on defeasance amounting to $230,832 and $282,120
at December 31. 2010 and 2009, respectively, is included in the financial statements as a
reduction of revenue bonds payable- Amortization expense amounted to $51,286 and $4$.902
for the years ended December 31, 2010 and 2009. respectively.
All revenues generated by the Authority are pledged to secure payment of principal and
interest on the bonds.
Loan Payable
As of December 31, 2010 and 2009, the Authority maintained a loan balance of $8,720,663
and $1979,747. respectively, through the New Jersey Environmental Infrastructure Trust
financing program. The amount available through the program at December 31, 2010 and
2009, was $7,208,148 and $341,446, respectively, and is recorded as funds held by Trustee on
the haJance sheet. The total maturities, including interest, for the loan for the years ending
December 31 are as foIlows

2011
2012
2013
2014
2015
2016 to 2020
2021 to 2025
2026 to 2030
Total

Princinal
- Interest
131,645 $
$
53,625 $
137,041
50,625
427,318
276,875
438A52
265,375
448,641
254,075
2,437,731
1,075,875
2,372,418
676,888
2,327,417
263,000
$ 8.720,663 $2,916,338

Total
185,270
187,666
704,193
703827
702,716
3,513.606
3,049,306
2590,417
j,637,QOl

E. PENSION PLAN
The Authority participates in the Public Employees' Retirement Sysiem of New Jersey, which is a
part of the Division of Pensions, Department of the Treasury, State of New Jersey. The system is
funded annually based on the projected benefit method with aggregate level normal cost and
frozen initial unfunded accrued liability. The system, which covers public employees throughout
the state, does not maintain separate records for each reporting unit, and accordingly, the actuarial
data for the employees of the Authority who are members of the system is not available, The
Authoritys pension expenses for 2010 and 2009 were $328,815 and $284,507, respectively.
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F. GASB STATEMENT 45 FOR ACCOUNTING AND FINANCIAL REPORTING BY
EMPLOYERS FOR POST-EMPLOYMENT BENEFITS OTHER THAN PENSiONS
The Authority follows the provisions of Governmental Accounting Standards Board Statement
No. 45, Accounting and Fnancia/ Reporting by Employers for Post-Employment Benefits Other
Than Pen.cion.c ("OPEB. The Authority had an actuarial valuation performed to calculate the
cost and liabilities attributable to post-employment benefits other than pensions in accordance
with that pionouncement. The required disclosure information from the plan document and the
December 31, 2008, actuarial valuation is as foJiows:
Plan Descriplion
• The Authority currently maintains an unfunded single-employer post-employment benefits
plan (the Plan' 1 ) other than for pensions.
• The Plan provides eligible retirees with prescription drug, vision and dental coverage after
termination or retirement.
• The Plan does not issue stand-alone financial statements and is not included in the report of
another entity.
Funding Policy
It is the Authority's policy at this time to fund the Plan on a pay as you go basis.
Other Required Disclosures
• The annual required contribution and OPEB cost for 2010 and 2009 was $1,054,958,
assuming a 30-year amortization of the actuarial accrued liability.
• During 2010 and 2009, the Authority paid 468,362 and $426,576 to the Plan, respectively,
which represents the amount of benefits paid during the year.
• The unfunded actuarial and accrued liability, which includes retirees and active employees,
totaled $13,776,830 as of December 31, 2008. The Authoritys next required actuarial
valuation will be calculated as of December 31, 2011.
• The actuarial valuation date was December 31, 2008.
Actuarial Assumptions and Methods
• An assumed discount rate of 3% was used for purposes of developing the liabilities and
annual required contribution on the basis that the Plan would not be funded.
• Health care cost trend rates were as follows:
• Prescription ranged from 9.00% in 2009 to 4.70% in years 2018 and later.
• Dental ranged from 4.00% in 2009 to 3 ,00°/ in years 201 8 and later,
• Vision ranged from 300% in 2009 to 3.00% in years 2018 and later.
• These actuarial valuations involve estimates of the value of reported amounts and assumptions
about the probability of events far into the future. Actuarially determined amounts are subject
to continual revision as actual results are compared to past expectations and new estimates are
made about the future. Actuarial methods and assumptions used include techniques that are
designed to reduce short-term volatility in actuarial accrued liabilities.
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F. GASB STATEMENT 45 FOR ACCOUNTING AND FINANQAL REPORTING BY
EMPLOYERS FOR POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS
(CONTINUED)
• These calculations are based on the types of benefits provided under the terms of the
substantive plan at the time of each valuation.
• The actuarial cost method used was the entry age method.
• The unfunded actuarial accrued liability was amortized as a level percentage of payroll using
projected salaty increases of 3.00%.
G. DEFERRED COMPENSATION
The Authority has a deferred compensation plan whereby eligible participating employees may
choose. to contribute amounts determined by plan and Internal Revenue Code guidelines. AIJ
employer contributions are made at the sole discretion of the Authority. There were no
contributions made by the i-\ucharity for the years ended December 31. 2010 and 2009.

H. AMOUNTS REQUIRED BY BOND RESOLUTION
The following debt service reserve cash and investment amounts are required by the 2002 bond
resolution:
December31.
- 2010
2009
Cash balance
$ 1.917,478 $ 1,623,140
Debt service reserve required balance
- 1.215,673
1.215,673
Excess
701.805 $ 407,467

I. COMMiTMENTS AND CONTINGENCIES
The Authority entered into a regional sludge management project service agreement with Mercer
County Improvement Authority ('MCIA') and is a participant in such agreement witJi the
Township of Hamilton and the City of Trenton.
Pursuant to such agreement, MC[A is the lead agency and is responsible for the design, financing,
construction and operation of the regional sludge management faci]ities,
The Authority is obligated to pay for its share of the cost of sludge treatment service provided by
the regional sludge management facilities, The agreement provides that the annual charges to be
paid by the participants will be sufficient to pay for the operating costs, capital expansions,
improvements and debt service on MCIA obligations relating to the regional facilities.
The agreement also provides that, in the event the regional facilities are not placed in operation.
all costs incurred by MCIA for regional facilities shall be apportioned among the participants on a
basis as described in the agreement.
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1. COMMITMENTS AND CONTINGENCIES (CONTINUED)
During 1993, construction of the regional sludge facilities was completed. The project was
declared a failure by the Federal Environmental Protection Agency and MCIA was released from
further obligation.
As of December 31, 2010 and 2009, the total outstanding bonds of MCIA in connection with the
regional sludge facilities amounted to 13,619,390 and $l5966,379, respectively.
The Authority's proportionate share of the debt service relating to the outstanding bonds of MCIA
and other expenses for the regional sludge facility for 2010 and 2009 amounted to l,050929 and
$ 1,036.761, respectively. In each subsequent year, the Authority will be required to pay its share
of debt service and other expenses relating to the regional sludge facilities.

J. CONCENTRATION OF LABOR FORCE
Approximately 67% of the labor force is covered by a collective bargaining agreement with
Construction and General Labor Union Local 1 72. The contract expired December 31, 201 0.
Prior to year end, the Authority and the Construction and General Labor Union Local 1 72 entered
into a new lahoragreernent. The new agreement expires December31, 2014.
K. CAPITAL PROGRAM
Expected capitaJ program expenditures budgeted from 2011 through 2015 approximate $25.6
million.

L. SUBSEQUENT EVENTS
Management has evaluated subsequent events that occurred after the balance sheet date but before
July 1 2, 2011, the date the financial statements were available to he issued No items were
determined by management to require disclosure.
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EWJNG-LA WREN CE SEWERAGE AUTHORITY
SCHEDULE OF' OPERATING REVENUES AND CCPSTS FUNDED BY OPERATING REVENUES
COMPARED TO BUDGET
Year Ended December31, 2010
2010 Budget
asAmcnded
Revenues
Retained earnings appropriated
Service agreements
Contributions for system improvements
Connection fees
Inspection fees
Developer applications
Interest
Miscellaneous
Total operating revenues
Expenses
Cost of providing services
Labor
Employee benefits
Material and supplies
Contracted services
Repairs and maintenance
Sludge disposal
Utilities
Professional lees
Remed iation
Compliance
End ustria] waste water pre-treatnien t program
Lab or
Other

$

2,926,630 .
I 1,207,37

600.000
5,000
20,000
150,000
30,000
$ 14.939,467

3,364,000
I ,862,000
965,000
85,000
551,500
660,000
1,662,350
100,000
200,000
15,000

Administrative and general
Labor
Materials and supplies
Contracted services
Insurance.
Interest expense
Other costs funded by operating revenues
Principal maturity
Capital outlays
Future debt service
County sludge facilities
Amortization of loss on dcfeasance
Amortization of debL issue. costs
Amortization of post employment benefits

2,926,630
11,207,837
295,627
O0
16,350
8,012
75,741
j4,530,797

$

3,248,268
1,841,3
578,013
62,075
483,660
621,155
1,289,497
68,608
1 62,544
791

68,000
305,000
9,837,g50

67,162
153.150
8576.234

623,000
26,500
296.500
389,000
1,335,000
292,048

618.128

liOS,786
1.178,000
139,783
1,051,000

Total costs funded by operating revenues
Excess
Total

2OIOActual

3,474,569
14,939,467

$ 14,939,467

23.549
189,032
- 359,SR
1,190,297
252,129
980,000
750,538
1,050,929
51,286
23,187
473.005
3.328.945
13,347,605
1,1 83,192
$ 14.530,797
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ROSTER OF OFFICIALS
Year Ended December31, 2010
Board Members

Position
Assistant Secretary
Treasurer
Secretary
Chair
Assistant Treasurer
Vice Chair

Other Officials

Position
Executive Director
Counsel
Engineers

Charles Geter
Anne Zarnonski
Joseph Cermele
Raymond J. DiFrancesco
Harold Vereen
Pasquale 'Pat' 1 Colavita

S. Robert Filler
W. Barn' Rank
Arcadis - J3BL

All employees of the Ewing-Lawrence Sewerage Authority are covered by a Public Employees
Blanket Bond, which is included in the Commercial Protection Policy issued by Zurich Insurance
and provides "Employee Dishonesty Coverage" in the amount of $50O000.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MAUERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED N
ACCORDANCE WITH GO VERJ\ ENTA UDJTJNG STANDARLS
To the Honorable Chairperson and Board Members of
Ewing-Lawrence Sewerage Authority
We have audited the finaneiaJ statements of Ewing-Lawrence Sewerage Authority (the
" Authority") as of and for the year ended December 3 1, 2010, and have issued our
report thereon dated July ] 2, 2011. We conducted our audit 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, and the audit requirements prescribed by
the State of' New Jersey. Department of Environmental Protection.
futeinal Control Over Financial Reportine
In planning and performing our audit, we considered the Authority's internal control
over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Authority's internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of
the Authority's internal control over financial reporting.
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A deficiency in internal control exists when the design or operation of a control does
not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct misstatements on a timely basis.
A material weakness is a deficiency, or combination of deficiencies, in internal
,r,ri
control, such that there is a reasonable possibility that a material misstatement of' the
Authority's financial statements will not he prevented, or detected and corrected on a
ti me ly basis.
Our consideration of the internal control over financial reporting was for the limited
purpose described in the first paragraph of this section and was not designed to
identify all deficiencies in internal control over financial reporting that might be
deficiencies, significant deficiencies or material weaknesses, We did not identi' any
deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITI-IGOVERNMENT
A UD] TJJVG STANDARDS (CONTINUED)
mp1iance and Other Matters
As part of obtaining reasonable assurance about whether the Authorityts financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, grants and 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 Gowrninent Auditing
S(wdcirds.
This report is intended solely for the information and use of the finance committee, management.
and others within the Authority and the State of New Jersey, and is not intended to be and should
not he used by anyone other than these specified parties.
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July 12, 2011
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