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Oliwa & Company 
Certified Public Accountants 

INDEPENDENT AUDITOR'S REPORT 

To the Members of The 

Eatontown Sewerage Authority 

Eatontown, New Jersey 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the accompanying financial statements of The Eatontown Sewerage Authority, 

(the "Authority"), a component unit of the Borough of Eatonlown, New Jersey, as of and for the 

years ended December 31, 2021 and 2020, and the related notes to the financial statements, which 

collectively comprise the Authority's basic financial statements as listed in the table of contents. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of The Eatontown Sewerage Authority as of December 31, 2021 and 2020, and 

the respective changes in financial position and cash flows for the years then ended in accordance 

with accounting principles generally accepted in the United Stales of America. 

Basis for Unmodified Opinion 

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 Division of Local Government Services, Department of Community Affairs, Slate 

of New Jersey. Our responsibilities under those standards and provisions arc further described in the 

Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We arc 

required to be independent of the Authority, and to meet our other ethical responsibilities, in 

accordance with the relevant ethical requirements relating to our audit. We believe that the audit 

evidence we have obtained is sufficient and appropriate to provide a basis for our unmodified audit 

opinion. 

Responsibilities of Management 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, and for 

or the design, implementation, and maintenance of internal control relevant to the preparation and 

fair presentation of financial statements that arc free from material misstatcmcnl, whether due to 

fraud or error. 

3 Broad Street • Freehold, NJ 07728-1742 • Tel: 732 780-5106 • Fax: 732 780-3522 
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Auditor's Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 

arc free from material misstatemcnt, whether due to fraud or error, and to issue an auditor's report 

that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute 

assurance and therefore is not a guarantee that an audit conducted in accordance with generally 

accepted auditing standards will always detect a material misstatement when it exists. The risk of 

not detecting a material misstatement resulting from fraud is higher than for one resulting from 

error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 

override of internal control. Misstatements arc considered material if there is a substantial 

likelihood that, individually or in the aggregate, they would influence the judgment made by a 

reasonable user based on the financial statements. 

In performing an audit in accordance with generally accepted auditing standards, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 

• Identify and assess the risks of material misstatement of the financial statements, whether 

due to fraud or error, and design and perform audit procedures responsive to those risks. 

Such procedures include examining, on a test basis, evidence regarding the amounts and 

disclosures in the financial statements. 

• Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that arc appropriate in the circumstances, but not for the purpose of expressing 

an opinion on the effectiveness of the Authority's internal control. Accordingly, no such 

opinion is expressed. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of 

significant accounting estimates made by management, as well as evaluate the overall 

presentation of the financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in the 

aggregate, that raise substantial doubt about the Authority's ability to continue as a going 

concern for a reasonable period of time. 

We are required to communicate with those charged with governance regarding, among other 

matters, the planned scope and timing of the audit, significant audit findings, and certain internal 

control-related matters that we identified during the audit. 



Required Supplementary Information 

Accounting principles generally accepted in the United Stales of America require that the 

management's discussion and analysis and budgetary comparison information on pages 6 through 9 

and 31 through 33 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 inquires, 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 assurance. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated October 

7, 2022, on our consideration of the Authority's internal control over financial reporting and on our 

tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements 

and other matters. The purpose of that report is to describe the scope of our testing of internal 

control over financial reporting and compliance and the results of that testing, and not to provide an 

opinion on the effectiveness of internal control over financial reporting or on compliance. That 

report is an integral part of an audit performed in accordance with Government Auditing Standards 

in considering the Authority's internal control over financial reporting and compliance. 

Oliwa & Company 

Freehold, New Jersey 

October 7, 2022 



Oliwa & Company 

Certified Public Accountants 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER 

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OH FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Members of The 

Eatontown Sewerage Authority 

Eatontown, New Jersey 

We have audited, in accordance with the auditing standards generally accepted in the United 

Stales of America and the standards applicable to financial audits contained in Government 

Auditing Standards issued by the Comptroller General of the United Slates, the financial 

statements of The Eatontown Sewerage Authority, (the "Authority"), a component unit of the 

Borough of Eatontown, New Jersey, as of and for the year ended December 31, 2021, and the 

related notes to the financial statements, which collectively comprise the Authority's basic 

financial statements, and have issued our report thereon dated October 7, 2022. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Authority's 

internal control over financial reporting (internal control) to determine the audit procedures that 

arc appropriate in the circumstances for the purpose of expressing our opinions on the financial 

statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority's 

internal control. Accordingly, we do not express an opinion on the effectiveness of the 

Authority's internal control. 

A deficiency in internal control exists when the design or operation of a control docs nol allow 

management or employees, in the normal course of performing their assigned functions, to 

prevent, or detect and correct misstatcments on a timely basis. A material weakness is a 

deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 

possibility that a material misstatement of the entity's financial statements will not be prevented, 

or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a 

combination of deficiencies, in internal control that is less severe than a material weakness, yet 

important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph 

of this section and was nol designed to identify all deficiencies in internal control thai might be 

material weaknesses or significant deficiencies. Given these limitations, during our audit we did 

not identify any deficiencies in internal control that we consider to be material weaknesses. 

However, material weaknesses may exist thai have not been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Authority's financial statements are 

free of material misstatement, we performed tests of its compliance with certain provisions of 

laws, regulations, contracts, and grant agreements, noncompliancc with which could have a direct 

and material effect on the financial statements. 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 

arc required to be reported under Government Auditing Standards. 

We noted a certain other internal control matter that we have reported to the management of the 

Authority, in a separate letter dated October 7, 2022. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 

compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 

entity's internal control or on compliance. This report is an integral part of an audit performed in 

accordance with Government Auditing Standards in considering the entity's internal control and 

compliance. Accordingly, this communication is not suitable for any other purpose. 

Oliwa & Company 

Freehold, New Jersey 

October 7, 2022 



THE EATONTOWN SEWERAGE AUTHORITY 

A COMPONENT UNIT OF THE BOROUGH OF EATONTOWN 

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

Overview of the Financial Statements 

This discussion and analysis is intended to serve as an introduction to the Authority's basic 

financial statements. Since the Authority is engaged only in business-type activities, its basic 

financial statements are comprised of two components: 

1) proprietary fund financial statements 

2) notes to the financial statements 

This report also contains other supplementary information in addition to the basic financial 

statements themselves. 

Proprietary fund financial statements are designed to provide readers with a broad overview of 

the Authority's finances, in a manner similar to a private-sector business. 

The statement of net position presents information on the Authority's assets, liabilities and net 

position. Over time, increases or decreases in net position may serve as a useful indicator of 

whether the financial position of the Authority is changing. 

The statement of revenues, expenses and changes in net position presents information showing 

how the Authority's net position changed during the fiscal year. All changes in net position arc 

reported as soon as the underlying event giving rise to the change occurs, regardless of the 

timing of the cash flows. Thus, revenues and expenses are reported in this statement for some 

items that will only result in cash flows in future fiscal periods. (For example, goods and services 

received during the fiscal year for which payment has not been made by the end of the fiscal 

year). Similarly, revenues and expenses are not reported in this statement for some items that 

have resulted in cash flows for which the underlying event had not occurred by the end of the 

fiscal year. 

The other required financial statement is the statement of cash flows. The primary purpose of this 

statement is to provide information about the Authority's cash receipts and cash payments during 

the reporting period. This statement reports cash receipts and cash payments, and net changes in 

cash resulting from operations, investing and financing activities, and provides answers to such 

questions as "where did cash come from, what was cash used for, and what was the change in 

cash balance during the reporting period?" 

Notes to the financial statements provide additional information that is essential to a full 

understanding of the data provided in the financial statements. 



THE EATONTOWN SEWERAGE AUTHORITY 

A COMPONENT UNIT OF THE BOROUGH OF EATONTOWN 

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

Financial Highlights 

Current assets 

Capital assets 

Deferred outflows of resources 

Total assets and deferred outflows of resources 

Liabilities 

Current liabilities 

Long term liabilities 

Deferred inflows of resources 

Total liabilities and deferred inflows of resources 

Net Position 

Capital assets - net 

Restricted 

Unrestricted 

Total net position 

Revenues 

Sewer service charges 

Connection fees 

Penalties and other 

Interest 

Total revenues 

Expenses/(Benefit) 

Operating-

Regional sewerage charges 

Salaries and wages 

Depreciation 

Post-employment healthcare 

Insurance 

Other operating 

Professional services 

Maintenance and repairs 

Payroll taxes 

Pension 

Non-operating 

Interest 

Total expenses 

2021 2020 

2021 Over 

(Under) 2020 



THE EATONTOWN SEWERAGE AUTHORITY 

A COMPONENT UNIT OF THH BOROUGH OF KATONTOWN 

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

Capital Assets 

The following provides a summary analysis of capital assets at December 31, 2021 and 2020: 

Please refer to the notes to the financial statements for additional information relative to the 

Authority's capital assets. 

Long-Term Debt 

The following provides a summary analysis of long-term debt at December 31, 2021 and 2020: 

New Jersey Environmental Infrastructure Trust 

Fund loan payable 

New Jersey Environmental Infrastructure Trust 

loan payable 

Bonds payable 

Total long-term debt 

Please refer to the notes to the financial statements for additional information relative to the 

Authority's long-term debt. 

Financial Analysis 

The Authority realized net income in 2021 and 2020 of $1,131,688 and $655,517, respectively. 

The Authority realized a higher net income in 2021 due to gross revenues being higher than prior 

year levels and overall decreases in expenses from 2020 levels. 

Major Increase and Decreases in Expenses 

The major expense increase in 2021 was for post-employment healthcare (increased by $41,687 

from 2020). 

The major expense decreases in 2021 were for regional sewerage charges (decreased by 

$284,358 from 2020) and for pension (decreased by $61,381 from 2020). 

8 



Till- EATONTOWN SEWERAGE AUTHORITY 

A COMPONKNT UNIT OF THE BOROUGH OF EATONTOWN 

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

Budgetary Highlights 

The Authority budgeted $300,000 in unrestricted net position to balance the 2021 budget. The 

actual result was an excess in revenues of $1,139,023 as follows: 

Unrestricted net position anticipated ($300,000) 

Add: 

Expenses under budget 1,092,589 

Revenues over budget 346.434 

Excess in revenues $1.139.023 



THE EATONTOWN SEWERAGE AUTHORITY 

A COMPONENT UNIT OF THE BOROUGH OF EATONTOWN 

STATEMENTS OF NET POSITION 

DECEMBER 31, 2021 AND 2020 

2021 2020 

(Continued) 

See accompanying notes to financial statements 
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THE EATONTOWN SEWERAGE AUTHORITY 

A COMPONENT UNIT OF THE BOROUGH OF EATONTOWN 

STATEMENTS OF NET POSITION 

DECEMBER 31,2021 AND 2020 

2021 2020 

Liabilities: 

Current liabilities payable from unrestricted current assets-

Accounts payable and accrued expenses 

Prepaid revenue 

Total current liabilities payable from unrestricted current assets 

Current liabilities payable from restricted current assets-

Loans payable 

Bonds payable 

Accrued interest payable 

Developer deposits 

Total current liabilities payable from restricted current assets 

Total current liabilities 

Noncurrent liabilities-

Compensated Absences 

Other post-employment benefits 

Net pension liability 

Bonds payable, net of unamortized premium 

Loans payable, net of unamortized premium 

Total noncurrent liabilities 

Total liabilities 

Deferred inflows of resources-

Pension 

Net Position: 

Net investment in capital assets 

Restricted 

Unrestricted 

Total Net Position 

See accompanying notes to financial statements 
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THE EATONTOWN SEWERAGE AUTHORITY 

A COMPONENT UNIT OF THE BOROUGH OF EATONTOWN 

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION 

YEARS ENDED DECEMBER 31, 2021 AND 2020 

2021 2020 

Operating revenues: 

Charges for services 

Other operating revenues 

Total operating revenues 

Operating expenses: 

Regional sewerage charges 

Salaries and wages 

Depreciation 

Post-employment healthcare 

Insurance 

Professional services 

Maintenance and repairs 

Electricity 

Payroll taxes 

Training, education, consultants and software 

Office and telephone 

Fuel and natural gas 

Other 

Trustee and administrative fees and costs 

Plant supplies 

Pension 

Total operating expenses 

Operating income 

Non-operating (expenses) revenues: 

Interest income 

Interest expense 

Net non-operating (expenses) revenues 

Change in net position 

Net position - beginning 

Net position - ending 

See accompanying notes to financial statements 
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THE EATONTOWN SEWERAGE AUTHORITY 

A COMPONENT UNIT OF THE BOROUGH OF EATONTOWN 

STATEMENTS OF CASH FLOWS 

YEARS ENDED DECEMBER 31,2021 AND 2020 

Cash flows from operating activities: 

Cash received from customers 

Cash payments for goods and services 

Cash payments to employees 

Net cash provided by operating activities 

Cash flows from investing activities: 

Interest income 

Cash flows from capital and related financing activities: 

Principal paid on loan maturities 

Principal paid on bond maturities 

Interest paid on loan 

Interest paid on bonds 

Developer deposits 

Purchase of capital assets 

Construction in progress payments 

Net cash used by financing activities 

Net increase in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

Reconciliation to statement of net position: 

Unrestricted 

Restricted 

2021 2020 

See accompanying notes to financial statements 
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THE EATONTOWN SEWERAGE AUTHORITY 

A COMPONENT UNIT OF THE BOROUGH OF EATONTOWN 

STATEMENTS OF CASH FLOWS 

YEARS ENDED DECEMBER 31,2021 AND 2020 

Reconciliation of operating income to net cash provided by 

operating activities 

Operating income 

Adjustments to reconcile operating income to net cash 

provided by operating activities: 

Depreciation 

Increase in deferred outflows - pension and 

OBEP deferrals 

(Decrease) increase in deferred inflows - pension deferrals 

Changes in assets and liabilities: 

Increase in customer accounts receivable 

Decrease in customer interest receivable 

Increase in prepaid revenue 

Increase (decrease) in accounts payable and accrued expenses 

Decrease in net pension liability 

Increase in other post-employment benefits 

Increase in compensated absences 

Net cash provided by operating activities 

2021 2020 

$1,161,971 

282,888 

$668,715 

269,973 

Supplemental disclosure of cash flow information: 

Non-cash capital and related financing activities: 

Amortization of bond and loan premiums $10.722 $10.722 

See accompanying notes to financial statements 
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THE EATONTOWN SEWERAGE AUTHORITY 

A COMPONENT UNIT OF THE BOROUGH OF EATONTOWN 

NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED DECEMBER 31, 2021 AND 2020 

1. NATURE OF ORGANIZATION 

The Eatontown Sewerage Authority (the "Authority") is a public body corporate and 

politic of the State of New Jersey and was created by an ordinance of the Borough of 

Eatontown adopted February 9, 1955 pursuant to the Sewerage Authorities Law of the 

State of New Jersey. The Authority was created for the purpose of acquiring, constructing, 

maintaining, improving and operating facilities for collecting, and disposing of sewage or 

other wastes. 

The Authority provides sanitary sewer service for the Borough of Eatontown and two 

small areas in the adjacent municipalities of Tinton Falls and Ocean Township. The 

Authority's sewage is conveyed to and discharged into the system of the Two Rivers 

Water Reclamation Authority which owns and operates a regional treatment plant facility. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

BASIS OF FINANCIAL STATEMENTS 

The financial statements of the Authority have been prepared in conformity with 

accounting principles generally accepted in the United States of America as prescribed in 

pronouncements of the Governmental Accounting Standards Board ("GASB") applicable 

to proprietary funds of state and local governments. 

CASH AND CASH EQUIVALENTS 

For purposes of the statements of cash flows the Authority considers all highly liquid 

investments with a maturity of three months or less, when purchased, to be cash 

equivalents. 

BUDGET LAW AND ACCOUNTING 

The Authority submits its annual operating and capital budget to the State of New Jersey, 

Department of Community Affairs, Division of Local Government Services for review and 

certification. The annual budget may be amended by resolution of the Authority. The 

budgetary basis of accounting is utilized to determine if the Authority has sufficient cash to 

operate and pay debt service. 

REVENUE RECOGNITION 

The Authority recognizes revenue on the accrual basis as earned. 

15 



NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31, 2021 AND 2020 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

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. 

PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment is stated at cost. Depreciation of fixed assets is determined 

on a straight-line basis over various economic lives. 

RESTRICTED ACCOUNTS 

Certain proceeds of the Authority's bonds, as well as certain resources set aside for their 

repayment, are classified as restricted assets because they are maintained in separate bank 

accounts and their use is limited by applicable bond covenants. 

NET POSITION PRESENTATION 

The financial statements utilize a net position presentation. Net positions are categorized 

as invested in capital assets (net of related debt), restricted and unrestricted. 

Net investment in capital assets, are capital assets, net of related debt of capital assets, net 

of accumulated depreciation and reduced by outstanding balances of bonds issued to buy, 

construct, or improve those assets. 

Restricted net position result when creditors, grantors, contributors or laws or regulations 

of other governments and restrictions imposed by law through constitutional provisions or 

enabling legislation impose constraints placed on net position use. 

Unrestricted net position represents net position of the Authority that does not meet the 

definition of the two preceding categories. 

LONG-TERM OBLIGATIONS 

Bonds and loans payable are reported at face value, net of applicable premiums. The 

current portion of bonds and loans payable represents principal payments to be made in the 

next year. 

BOND AND LOAN PREMIUMS 

Bond and loan premiums are presented as adjustments to the face amount of bonds and 

loans payable and are amortized into interest expense. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31,2021 AND 2020 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

DEFERRED OUTFLOWS/INFLOWS OF RESOURCES 

In addition to assets, the statement of net position will sometimes report a separate section 

for deferred outflows of resources. This separate financial statement element reflects a 

decrease in net position that applies to future periods. The Authority reported deferred 

outflows of resources related to pensions. 

In addition to liabilities, the statement of net position will sometimes report a separate 

section for deferred inflows of resources. This separate financial statement element 

reflects an increase in net position that applies to future periods. The Authority reported 

deferred inflows of resources related to pensions. 

CAPITAL ASSETS 

The Authority records assets based on historical costs and calculates depreciation on 

capital assets in accordance with GASB Statement No. 34. The Authority capitalizes all 

assets with a life expectancy of two years or more. 

Capital asset activity of the Authority for 2021 and 2020 was as follows: 

Balance 

December 31, 

Construction in Progress 

Property, plant, and equipment 

Less, accumulated depreciation 

Capital assets, net 

Balance 

December 31 

Construction in Progress 

Property, plant, and equipment 

Less, accumulated depreciation 

Capital assets, net 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31,2021 AND 2020 

4. CASH AND CASH EQUIVALENTS 

New Jersey Authorities are required by N.J.S.A. 40A:5-14 to deposit public funds in a 

bank or trust company having its place of business in the State of New Jersey and 

organized under the laws of the United States or of the State of New Jersey or the New 

Jersey Cash Management Fund. N.J.S.A. 40A:5-15.1 provides a list of securities which 

may be purchased by New Jersey Authorities. The Authority is protected from loss under 

the provisions of the Governmental Unit Deposit Protection Act ("GUDPA") a 

supplemental insurance program set forth by the New Jersey Legislature to protect deposits 

of Authority's. The program is administered by the Commissioner of the New Jersey 

Department of Banking and Insurance. 

Cash includes change funds, cash in banks, savings and money market accounts or highly 

liquid securities with a maturity date of three months or less at the time of purchase which 

may be withdrawn at any time without prior notice or penalty. Cash equivalents are 

defined as short-term, highly liquid securities that are readily convertible to known 

amounts of cash and so near their maturity that they present insignificant risk of changes in 

value because of changes in interest rates. Generally, only securities with original 

maturities of three months or less meet this definition. 

GUDPA requires public depositories to maintain collateral for deposit of public funds that 

exceed insurance limits. GUDPA requires that the market value of the collateral must equal 

five percent of the average daily balance of public funds; or if the public funds deposited 

exceed seventy five percent of the capital funds of the depository, the depository must 

provide collateral having a market value equal to one hundred percent of the amount 

exceeding seventy five percent. All collateral must be deposited with the Federal Reserve 

Bank, the Federal Home Loan Bank Board or a banking institution that is a member of the 

Federal Reserve System and has capital funds of not less than $25,000,000. 

Custodial Credit Risk - Custodial credit risk for deposits is the risk that in the event of a 

bank failure, the Authority's deposits may not be returned to it. The Authority's formal 

policy regarding custodial credit risk is to deposit all of its funds in public depositories 

protected from loss under the provisions of GUDPA. Public funds owned by the Authority 

in excess of FDIC insured amounts are protected by GUDPA. As of December 31, 2021 

and 2020, the Authority's bank balances were exposed to custodial credit risk as follows: 

December 31. 2021 December 31, 2020 
GUDPA Insured and Collateralized 

with Securities Held by Pledging 

Financial Institutions $5.172.980 $4.178.562 

In addition, as of December 31, 2021 and 2020, the Authority had $758,468 and $758,158, 

respectively, on deposit in the New Jersey Cash Management Fund (the "Fund"). The 

operations of this Fund are governed by the provisions of the State Investment Council 

Regulations for the purpose of determining authorized investments. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31,2021 AND 2020 

5. COMPONENT UNIT STATUS OF THE AUTHORITY 

Component units are legally separate organizations for which the elected officials of the 

primary government are financially accountable. Since the governing body of the Borough 

appoints the members of the Authority, and the Authority can provide a financial benefit to 

or burden on the Borough, the Borough is considered financially accountable for the 

Authority. 

6. LONG-TERM DEBT 

On March 10, 2010, the Authority entered into an agreement with the New Jersey 

Environmental Infrastructure Trust Financing Program to finance improvements to the 

Authority's collection system and pump stations. The Authority issued $3,060,880 of Fund 

Loan Bonds at 0.00% interest and $1,080,000 of Trust Loan Bonds at interest rates ranging 

from 3.00% to 5.00%. 

At December 31, 2021 loans payable are summarized as follows: 

The following table summarizes debt service requirements for outstanding loans at 

December 31,2021: 

Principal Interest Total 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31,2021 AND 2020 

6. LONG-TERM DEBT (CONTINUED) 

In December 2019, the Authority issued bonds in the amount of $465,000 with the 

Monmouth County Improvement Authority. The interest rates range from 4.00% to 5.00%. 

At December 31, 2021 bonds payable are summarized as follows: 

Bonds 

Issued Interest Amount 

Amount Rate (%) Matures Outstanding 

Monmouth County Improvement 

Authority Bonds $465,000 4.00%-5.00% 2022-2029 $385,000 

Add, unamortized premium 73,869 

Total bonds payable 458,869 

Less, bonds payable - current (40,000) 

Long-term bonds payable $418,869 

The following table summarizes debt service requirements for outstanding bonds at 

December 31,2021: 

Year Principal Interest Total 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31, 2021 AND 2020 

6. LONG-TERM DEBT (CONTINUED) 

Chanees in Outstanding Long-Term Debt 

Long-Term Debt transactions for the year ended December 31, 2021 and 2020 are summarized as 

follows: 

New Jersey Environmental 

Infrastructure Trust Fund 

loan payable 

New Jersey Environmental 

Infrastructure Trust 

loan payable 

Unamortized loan premium 

Bonds payable 

Unamortized bond premium 

Balance 

December 31, 

2020 

Additions/ 

Adjustments Reductions 

Balance 

December 31, 

2021 

Amounts 

due within 

one year 

$1,260,020 $2 $168,831 $1,091,191 $168,831 

New Jersey Environmental 

Infrastructure Trust Fund 

loan payable 

New Jersey Environmental 

Infrastructure Trust 

loan payable 

Unamortized premium 

Bonds payable 

Unamortized bond premium 

December 31, Additions/ 

2019 Adiustments Reductions 

December 31, 

2020 

Amounts 

due within 

one year 

$1,428,851 

640,000 

12,246 

465,000 

92.336 

$168,831 $1,260,020 $168,831 

52,000 

1,488 

40,000 

9.234 

588,000 

10,758 

425,000 

83.102 

56,000 

40,000 

$2.638.433 $271.553 $2.366.880 $264.831 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31, 2021 AND 2020 

7. PENSION PLAN 

Description of System 

The Authority contributes to the Public Employees' Retirement System ("PERS"), a cost-

sharing multiple employer defined benefit pension plans administered by the Division of 

Pensions and Benefits in the Department of the Treasury, State of New Jersey. The plan 

provides retirement, death, disability benefits and medical benefits to certain qualifying 

members and beneficiaries. PERS was established on January 1, 1955 under the 

provisions of N.J.S.A. 43:15A. PERS issues publicly available financial reports that 

include financial statements and required supplementary information. These reports may 

be obtained by writing to the State of New Jersey, Division of Pensions and Benefits. 

Defined Contribution Retirement Program 

The Defined Contribution Retirement Program ("DCRP") is a cost-sharing multiple 

employer defined contribution pension fund which was established in 2007 under the 

provisions of Chapter 92, P.L. 2007 and Chapter 103, P.L. 2007. DCRP provides eligible 

members with a tax sheltered, defined contribution retirement benefit, along with life 

insurance and disability coverage. Employee contributions to DCRP are five and one-half 

percent (5.50%) of base wages. Member contributions are matched by a three percent 

(3.00%) employer contribution. The Authority's contributions for December 31, 2021 and 

2020 were $821 and $804, respectively. 

Funding Policy 

PERS employee contributions were 7.50% of base wages. The Division of Pensions 

actuarially determines employer's contributions annually. 

Public Employees' Retirement System (PERS) 

At June 30, 2021, the State reported a net pension liability of $488,126 for the Authority's 

proportionate share of the total net pension liability. The total pension liability for the June 

30, 2021 measurement date was determined by an actuarial valuation as of July 1, 2020, 

which was rolled forward to June 30, 2021. The Authority's proportion of the net pension 

liability was based on a projection of the Authority's long-term share of contributions to 

the pension plan relative to the projected contributions of all participating employers, 

actuarially determined. At June 30, 2021, the Authority's proportion was 0.0041204279 

percent, which was an increase of 0.00079638188 percent from its proportion measured as 

of June 30,2020. 

At June 30, 2021 and 2020, the State recognized an actuarially determined pension benefit 

of $104,172 and $42,773, respectively, for the Authority's proportionate share of the total 

pension expense. The Authority's actual pension contributions by the Authority for 

December 31,2021 and 2020 were $35,449 and $50,479, respectively. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31, 2021 AND 2020 

7. PENSION PLAN (CONTINUED) 

Public Employees' Retirement System (PERS1 (Continued) 

At June 30, 2021 and 2020, the State reported deferred inflows of resources and deferred 

outflows of resources related to PERS from the following sources: 

Difference between expected and 

actual experience 

Changes of assumptions 

Net difference between projected 

and actual earnings on 

pension plan investments 

Changes in proportion and differences 

between Authority contributions and 

proportionate share of contributions 

2021 2020 

128,585 

282,785 180,039 376,882 

18,062 

44,704 

$588,640 $190,279 $600,011 $89,531 

The Authority's proportionate share of deferred inflows of resources and deferred outflows 

of resources related to PERS, in the amount of $398,361, will be amortized in pension 

expense over the next five years. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31, 2021 AND 2020 

7. PENSION PLAN (CONTINUED) 

Public Employees' Retirement System (PERS) (Continued') 

Actuarial Assumptions 

The total pension liability for the June 30, 2021 measurement date was determined by an 

actuarial valuation as of July 1,2020, which was rolled forward to June 30, 2021. The total 

pension liability for the June 30, 2020 measurement date was determined by an actuarial 

valuation as of July 1, 2019, which was rolled forward to June 30, 2020. These actuarial 

valuations used the following actuarial assumptions: 

Pre-retirement mortality rates were based on the Pub-2010 General Below-Median Income 

Employee mortality table with an 82.2% adjustment for males and 101.4% adjustment for 

females, and with future improvement from the base year of 2010 on a generational basis. 

Post-retirement mortality rates were based on the Pub-2010 General Below-Median 

Income Healthy Retiree mortality table with a 91.4% adjustment for males and 99.7% 

adjustment for females, and with future improvement from the base year of 2010 on a 

generational basis. Disability retirement rates used to value disabled retires were based on 

the Pub-2010 Non-Safety Disabled Retiree mortality table with a 127.7% adjustment for 

males and 117.2% adjustment for females, and with future improvement from the base 

year of 2010 on a generational basis. Mortality improvement is based on Scale MP-2021. 

The actuarial assumptions used in the July 1, 2020 valuation were based on the results of 

an actuarial experience study for the period July 1,2014 to June 30,2018. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31, 2021 AND 2020 

7. PENSION PLAN (CONTINUED) 

Public Employees' Retirement System (PERS) (Continued) 

Long-Term Rate of Return 

In accordance with State statute, the long-term expected rate of return on plan investments 

(7.00% at June 30, 2021) is determined by the State Treasurer, after consultation with the 

Directors of the Division of Investments and Division of Pensions and Benefits, the board 

of trustees and the actuaries. The long-term expected rate of return was determined using a 

building block method in which best-estimate ranges of expected future real rates of return 

(expected returns, net of pension plan investment expense and inflation) are developed for 

each major asset class. These ranges are combined to produce the long-term expected rate 

of return by weighting the expected future real rates of return by the target asset allocation 

percentage and by adding expected inflation. Best estimates of arithmetic rates of return 

for each major asset class included in PERS's target asset allocation as of June 30, 2021 

and June 30, 2020 are summarized in the following table: 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31, 2021 AND 2020 

7. PENSION PLAN (CONTINUED) 

Public Employees' Retirement System (PERS) (Continued) 

Discount Rate 

The discount rate used to measure the total pension liability was 7.00% as of June 30, 2021 

and 2020. The projection of cash flows used to determine the discount rate assumed that 

contributions from plan members will be made at the current member contribution rates 

and that contributions from employers and the nonemployer contributing entity will be 

based on 100% of the actuarially determined contributions for the State employer and 

100% of actuarially determined contributions for the local employers. Based on those 

assumptions, the plan's fiduciary net position was projected to be available to make 

projected future benefit payments of current plan members. Therefore, the long-term 

expected rate of return on plan investments was applied to all projected benefit payments 

to determine the total pension liability. 

Sensitivity of the collective net pension liability to changes in the discount rate. 

The following presents the collective net pension liability of the participating employers as 

of June 30, 2021 and 2020, calculated using the discount rate as disclosed above as well as 

what the collective net pension liability would be if it was calculated using a discount rate 

that is 1 percentage point lower or 1 percentage point higher than the current rate: 

Detailed information about the pension plan's fiduciary net position is available in the 

separately issued Financial Report for the State of New Jersey Public Employees 

Retirement System. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31, 2021 AND 2020 

8. POST-EMPLOYMENT HEALTHCARE PLAN 

Plan Description 

The Authority has an agent multiple-employer defined benefit healthcare plan (the "Plan") 

with Central Jersey Health Insurance Fund (the "Fund"). The Authority provides medical 

and prescription benefits to retirees and their spouses that meet certain eligibility 

requirements. No assets are accumulated in a trust that meets the criteria in paragraph 4 of 

Governmental Accounting Standards Board (GASB) Statement 75. 

Summary of Benefits 

The Plan provides retirees and their dependents medical and prescription benefits provided 

that they meet the eligibility requirements. 

Employees Covered by Benefit Terms 

Inactive employees and beneficiaries currently 

receiving benefits 3 

Active employees 6 

Contributions 

The contribution requirements of the Authority and Plan members are established and may 

be amended by the Authority's governing body. Pursuant to Chapter 78, P.L, 2011, future 

retirees eligible for postemployment medical and prescription coverage who have less than 

20 years credible service on June 28, 2011 will be required to pay a percentage of the cost 

of their health insurance coverage in retirement provided they retire with 25 or more years 

of pension service credit. The percentage of the premium for which the retiree will be 

responsible, will be determined based on the retiree's annual retirement benefit and level of 

insurance coverage. 

Net Other Postemplovment Benefits (OPEB) Liability 

The Authority's total OPEB liability of $1,576,792 was measured as of December 31, 

2021 and was determined by an actuarial valuation as of that date. 

Actuarial Assumptions 

The OPEB liability in the December 31, 2021 actuarial valuation was determined using the 

following economic actuarial assumptions, an inflation rate of 2.50%, salary increases of 

2.50% and various healthcare cost trend rates of 5.60% decreasing to an ultimate rate of 

5.00% in 2026. Mortality rates were based on the RP 2000 Combined Healthy Male 

Mortality Rates set forward one year and adjusted for generational improvement. The 

actual assumptions used in the December 31, 2021 valuation were based on the results of 

an actuarial experience study for the period January 1, 2021 to December 31, 2021. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31, 2021 AND 2020 

8. POST-EMPLOYMENT HEALTHCARE PLAN (CONTINUED) 

Discount Rate 

The discount rate under GASB 75 should be the single rate that reflects (a) the long-term 

expected rate of return on plan investments that are expected to be used to finance the 

benefit payments, to the extent that the plan's fiduciary net position is projected to be 

significant to make projected benefit payments and the assets are expected to be invested 

using a strategy to achieve that return and (b) a yield or index rate for 20 year tax exempt 

general obligation municipal bonds with an average rating of AA/Aa or higher (or an 

equivalent quality of another scale) to the extent that the conditions in (a) are not met. The 

discount rate of 2.12% was used for determining the total OPEB liability at December 31, 

2021 and was based on the Bond Buyer 20 Index. 

Changes in the Total OPEB Liability 

The Authority's annual OPEB cost, the percentage of annual OPEB cost contributed to the 

plan, and the net OPEB obligation for 2021 and the preceding two years were as follows: 

Annual Annual OPEB Net OPEB 

Year Ended OPEB Cost Cost Contributed Obligation 

12/31/2021 $97,068 39.02% $1,576,792 

12/31/2020 97,068 40.26% 1,517,596 

12/31/2019 74,687 46.38% 967,313 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31, 2021 AND 2020 

8. POST-EMPLOYMENT HEALTHCARE PLAN (CONTINUED) 

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate and Healthcare 

Cost Trend Rates 

The following presents the total OPEB liability of the Authority, as well as what the 

Authority's total OPEB liability would be if it were calculated using a discount rate that is 

1 percentage point lower or 1 percentage point higher than the current discount rate: 

Net OPEB Liability 

The following presents the total OPEB liability of the Authority, as well as what the 

Authority's total OPEB liability would be if they were calculated using healthcare cost 

trend rates that are 1 percentage point lower or 1 percentage point higher than the current 

healthcare cost trend rates: 

December 31, 2021 

For the year ended December 31,2021, the actuarially determined OPEB expense reflected 

in the Plan report was $97,068. At December 31, 2021, the Plan reported deferred inflows 

of resources and deferred outflows of resources related to OPEB from the following 

sources: 

Deferred Deferred 

Inflows of Outflows of 

Resources Resources 

Difference between expected and - $326,099.00 

actual experience 

Changes of assumptions - 124,607.00 

$450,706.00" 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

YEARS ENDED DECEMBER 31, 2021 AND 2020 

8. POST-EMPLOYMENT HEALTHCARE PLAN (CONTINUED) 

OPEB Expense and Deferred Inflows of Resources and Deferred Outflows of Resources 

(continued) 

Amounts reported as deferred inflows of resources and deferred outflows resources related 

to OPEB will be recognized in OPEB expense as follows: 

9. COMPENSATED ABSENCES 

The Authority permits its employees to accumulate unused sick pay, which may be taken 

as time off or paid at a later date at an agreed upon rate. The unused sick pay accumulates 

indefinitely and after fifteen years of service employees will be paid for one-half of their 

total accumulated unused sick pay, not to exceed 100 days and not to exceed the maximum 

allowed by the State at the time the employee resigns or retires. The estimated current 

costs of such unpaid sick pay at December 31, 2021 and 2020 were $68,443 and $61,358, 

respectively. 

10. SUBSEQUENT EVENTS 

Management has reviewed and evaluated all events and transactions occurring from 

December 31, 2021 through the date the financial statements were issued, October 7, 2022, 

for possible disclosure and recognition in the accompanying financial statements. 
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THE EATONTOWN SEWERAGE AUTHORITY 

A COMPONENT UNIT OF THE BOROUGH OF EATONTOWN 

SCHEDULE OF REVENUES AND EXPENDITURES 

COMPARED TO BUDGET (BUDGETARY BASIS) 

YEAR ENDED DECEMBER 31,2021 

Revenues 

Sewer service charges 

Connection fees 

Penalties and other 

Interest income 

Application fees 

Total revenues 

Expenditures/fBenefiO 

Administration 

Salaries and wages 

Legal 

Payroll taxes 

Pension 

Accounting 

Computer consultant and software 

Auditing 

Trustee and administrative fees 

Employee training 

Insurance - general 

Insurance - health 

Engineer 

Office supplies and postage 

Telephone 

Advertising fees 

Miscellaneous 

Office Rent 

Employee consultant 

Post-employment healthcare 

See Independent Auditor's Report 
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THE EATONTOWN SEWERAGE AUTHORITY 

A COMPONENT UNIT OF THE BOROUGH OF EATONTOWN 

SCHEDULE OF REVENUES AND EXPENDITURES 

COMPARED TO BUDGET (BUDGETARY BASIS) - CONTINUED 

YEAR ENDED DECEMBER 31, 2021 

See Independent Auditor's Report 
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THE EATONTOWN SEWERAGE AUTHORITY 

A COMPONENT UNIT OF THE BOROUGH OF EATONTOWN 

SCHEDULE OF REVENUES AND EXPENDITURES 

COMPARED TO BUDGET (BUDGETARY BASIS) - CONTINUED 

YEAR ENDED DECEMBER 31, 2021 

See Independent Auditor's Report 
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THE EATONTOWN SEWERAGE AUTHORITY 

A COMPONENT UNIT OF THE BOROUGH OF EATONTOWN 

COMMENTS AND RECOMMENDATIONS 

YEAR ENDED DECEMBER 31,2021 

None 
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THE EATONTOWN SEWERAGE AUTHORITY 

A COMPONENT UNIT OF THE BOROUGH OF EATONTOWN 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

YEAR ENDED DECEMBER 31, 2021 

This section identifies the status of prior year financial statement findings that are required to be 

reported under Government Auditing Standards and the audit requirements as prescribed by the 

Bureau of Authority Regulation, Division of Local Government Services, Department of 

Community Affairs, State of New Jersey. 

There were no prior audit findings. 
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