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BORQUGH OF WATCHUNG
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INDEPENDENT AUDITOR’'S REPORT ON
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SUPLEE, CLOONEY & COMPANY

In our opinion, because the Borough of Watchung prepares its financial statements on
the basis of accounting discussed in the preceding paragraph, the financial statements referred
to above do not present fairly, in conformity with generally accepted accounting principles, the
financial position of the various individual funds of the Borough of Watchung as of
December 31, 2011 and 2010 or the results of its operations and changes in fund balance for
the years then ended or the revenues or expenditures for the year ended December 31, 2011.

However, in our opinion, the financial statements - regulatory basis present fairly, in all
material respects, the financial position - regulatory basis of the various individual funds and
account groups of the Borough of Watchung, County of Somerset, as of December 31, 2011
and 2010, and the results of its operations and changes in fund balance - regulatory basis for
the years then ended and the revenues, expenditures and changes in fund balance - regulatory
basis for the year ended December 31, 2011, on the basis of accounting described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report
dated June 21, 2012 on our consideration of the Borough of Watchung'’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts, grants and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Our audit was made for the purpose of forming an opinion on the financial statements -
regulatory basis taken as a whole. The information included in the schedules of expenditures of
federal awards and state financial assistance and the other supplementary schedules and data
listed in the table of contents is presented for purposes of additional analysis as required by the
Division of Local Government Services, Department of Community Affairs, State of New Jersey,
and is not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the regulatory financial statements. This information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements taken as a whole.

\&\!«\ﬁ.“.\?i

CERTIFI ovcm:o>ooo§q>zqm ! \

T el

REGISTERED Z:%O:u?: ACCOUNTANT NO. 50

June 21, 2012
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SHEET #2
BORQUGH OF WATCHUNG
CURRENT FUND
BALANCE SHEETS - REGULATORY BASIS
BALANCE BALANCE
DECEMBER DECEMBER
REF. 31,2011 31,2010
LIABILITIES, RESERVES AND FUND BALANCE
Current Fund:
Liabilities:
Appropriation Reserves A-3:A-11 $ 261,396.68 5561,802.79
Accounts Payable A-7 191,176.85 124,359.35
Prepaid Taxes A-19 187,748.14 166,035.66
Interfunds Payable A-25- 106,379.09 486,897.23
Tax Overpayments A-18 24,037.09 796.23
Reserve For:
Prepaid Licenses A-21 2,750.70 935.00
Due State of New Jersey - DCA A-20 2,682.00 3,777.00
Tax Sale Premiums A-23 74,429.52
Regional School Taxes Payable A-17 121,570.30
State Tax Appeals A-13 85,276.96 85,276.96
$ 935,877.03 1,541,450.52
Reserve for Receivables and Other Assets A 311,066.38 ' 489,672.53
Fund Balance A-1 1,850,553.02 1,645,647.87
$ 3,097,496.43 3,676,770.92
Grant Fund:
Grants-Appropriated A-22 $ 182,350.22 227,685.04
Grants-Unappropriated A-12 14,478.94 30,429.14
Accounts Payable A-26 7.243.40 2,888.46
. $ 204,072.56 261,002.64
A $ 3,301,568.99 3,937,773.56

The accompanying Notes to Financial Statements are an integral part of this statement.
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SHEET #1
BOROUGH OF WATCHUNG
CURRENT FUND
STATEMENT OF REVENUES - REGULATORY BASIS
YEAR ENDED DECEMBER 31, 2011
EXCESS
BUDGET OR
REF. ADOPTED NJSA 40A:4-87 REALIZED (DEFICIT)
Fund Balance Anticipated A-1 $ 730,000.00 $ 730,000.00
Miscellaneous Revenues:
Alcoholic Beverage Licenses A-9 $ 11,360.00 $ $ 15,368.80 $ 4,008.80
Other Licenses A-2 19,537.00 20,370.00 833.00
Fees and Permits:
Construction Code Official A-9 191,500.00 226,733.00 35,233.00
Other A-2 155,500.00 138,403.44 (17,096.56)
Municipal Court - Fines and Costs A-9 250,000.00 223,513.00 (26,487.00)
Interest and Costs on Taxes A-9 119,500.00 159,468.70 39,968.70
Interest on Investments and Deposits A-9 20,000.00 33,522.83 13,522.83
Sewer Rents A-9 1,141,000.00 1,207,813.63 66,813.63
Consolidated Municipal Property Tax Relief Aid A-9 28,885.00 28,885.00
Energy Receipts Tax A-S 671,207.00 671,207.00
Clean Communities A-10 11,607.75 11,607.75
Safe & Secure A-10 54,155.00 54,155.00
NJ Body Armor A-10 2,865.41 2,971.02 5,836.43
Alcohol Education & Rehabilitation A-10 1,078.69 1,078.69
Recycling Tonnage A-10 16,550.27 14,838.93 31,389.20
Recycling Tonnage - Prior Year A-10 13,084.79 13,084.79
Youth Athletic Grant A-10 15,000.00 15,000.00
Youth Services Grant A-10 10,000.00 8,000.00 18,000.00
Recreation Trust Surplus A-9 20,000.00 20,000.00
Open Space Trust Fund Debt Payment A-9 489,000.00 489,000.00
Capital Surplus A-9 298,000.00 298,000.00
Uniform Fire Safety Act A-S 28,174.00 30,497.98 2,323.98
Bulk Pickup Fees A-9 8,800.00 11,522.00 2,722.00
Sub-Total Miscellaneous Revenues A-1 $ 3,5664,118.47 38,496.39 $ 3,724, 45724 $ 121,842.38
Receipts From Delinquent Taxes A-1 $ 430,000.00 $ 469,144.87 § 39,144.87
Amount to be Raised by Taxes for Support
of Municipal Budget: Local Tax for Municipal Purposes A-BA2 § 7,805,456.53 $ 8,082,495.07 $ 277,038.54
Budget Totals $ 12,529,575.00 38,496.39 §$ 13,006,097.18 $ 438,025.79
Non-Budget Revenues A-1:A-2 126,730.33 126,730.33
$_ 12529 575.00 3849639 $__13132827.51_ % 564,756.12
REF. A-3 A-3

The accompanying Notes to Financial Statements are an integral part of this statement.
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SHEET #3
BOROUGH OF WATCHUNG
CURRENT FUND
STATEMENT OF REVENUES - REGULATORY.BASIS
YEAR ENDED DECEMBER 31, 2011

REF.
ANALYSIS OF NON-BUDGET REVENUE
Senior Citizens' and Veterans' Administrative Fee $ 890.00
Cable TV Franchise Fees . 34,781.99
Police Outside Overtime Administrative Fee 54,038.47
FEMA 36,839.87
Tax Collector ) 180.00

A-2:A-4 $ 126,730.33

The accompanying Notes to Financial Statements are an integral part of this statement.
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PUBLIC SAFETY
Fire:

Other Expenses
Fire Official:

Salaries and Wages

Other Expenses
Police:

Salaries and Wages
Other Expenses
First Aid Organization Contributions
Emergency Management Service:
Other Expenses
Public Defender:
Salaries and Wages
Municipal Court:
Salaries and Wages
Other Expenses
Audit Services
Streets & Roads:
Salaries and Wages
Other Expenses

HEALTH AND WELFARE
Board of Health:

Salaries and Wages

Dog Regulation:

Other Expenses

Sewer System:

Salaries and Wages

Other Expenses

Condo Act Reimbursement:
Other Expenses

RECREATION AND EDUCATION
Recreation:

Salaries and Wages

Other Expenses

Traffic & Beautification:

Other Expenses

BOROQUGH QF WATCHUNG

CURRENT FUND

STATEMENT OF EXPENDITURES - REGULATORY BASIS
YEAR ENDED DECEMBER 31. 2011

APPROPRIATIONS EXPENDED
BUDGET AFTER PAID OR
BUDGET MODIFICATION CHARGED RESERVED OVEREXPENDED
$ 97,075.00 $ 97,075.00 $ 92,716.84 $ 4,358.16 $
34,9086.00 34,906.00 33,920.00 986.00
5,230.00 5,230.00 3,536.07 1,693.93
3,112,000.00 3,152,000.00 3,136,207.87 156,792.13
204,400.00 204,400.00 191,826.95 12,573.05
22,000.00 22,000.00 22,000.00
1,200.00 1,200.00 156.14 1,043.86
100.00 100.00 99.62 0.38
173,000.00 1563,000.00 148,414.27 4,585.73
20,100.00 40,100.00 36,435.60 3,664.40
5,000.00 5,000.00 5,000.00
170,690.00 185,690.00 185,690.00
101,700.00 146,700.00 145,563.06 1,136.94
1,080.00 1,080.00 1,080.00
11,915.03 11,915.03 9,733.59 2,181.44
60,600.00 60,600.00 60,600.00
20,100.00 20,100.00 19,902.08 197.92
2,500.00 2,500.00 2,220.13 279.87
39,000.00 37,000.00 34,265.00 2,735.00
36,625.00 36,625.00 35,514.77 1,110.23
2,205.00 2,205.00 980.76 1,224.24

The accompanying Notes to Financial Statements are an integral part of this statement.

IIA_3|I
SHEET #2

UNEXPENDED
BALANCE
CANCELED
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Detail:
Salaries and Wages
Other Expenses

DEFERRED CHARGES AND STATUTORY
EXPENDITURES-MUNICIPAL WITHIN "CAPS"
Statutory Expenditures:

Social Security System (0.A.S..)
Contribution to:

Police & Firemen's Retirement Fund

Public Employee's Retirement System

TOTAL DEFERRED CHARGES AND STATUTORY
EXPENDITURES-MUNICIPAL WITHIN "CAPS"

TOTAL GENERAL APPROPRIATIONS FOR MUNICIPAL
PURPOSES WITHIN “CAPS"

OPERATIONS EXCLUDED FROM “"CAPS"
Municipal Alliance Contribution - Match
Group Insurance For Employees

INTERLOCAL MUNICIPAL SERVICE AGREEMENTS
Sewer Interlocal Agreements:

Other Expenses

Somerset County Interlocal Agreements:

Recycling

Board of Health:

Other Expenses

The accompanying Notes to Financial Statements are an integral part of this statement.

BOROUGH OF WATCHUNG "A-3"
SHEET #4
CURRENT FUND
STATEMENT OF EXPENDITURES - REGULATORY BASIS
YEAR ENDED DECEMBER 31, 2011
APPROPRIATIONS EXPENDED UNEXPENDED
BUDGET AFTER PAID OR BALANCE
BUDGET MODIFICATION CHARGED RESERVED OVEREXPENDED CANCELED
4,522,009.00 $ 4,541,509.00 4,498,747.23 45,39451 § 263274 $
3,256,541.53 3,131,407.99 2,945,367.07 186,040.92
190,000.00 $ 190,000.00 178,437.16 11,562.84 $ $
761,779.00 761,779.00 761,779.00
206,358.00 206,358.00 206,358.00
1,158,137.00 $  1,158,137.00 1,146,574.16 11,662.84 % $
8,936,687.53 $  8,831,053.99 8,590,688.46 24299827 $ 263274 $
1,500.00 $ 1,500.00 1,500.00 $ $
107,280.00 107,280.00 88,942.36 18,337.64
588,000.00 693,633.54 693,633.54
43,000.00 43,000.00 42,978.57 21.43
82,112.00 82,112.00 82,072.66 39.34
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TOTAL GENERAL APPROPRIATIONS

Amendment by (NJSA 40A:4-87)
Budget

Reserve for Uncollected Taxes
Accounts Payable

Reserve for Grants Appropriated
Disbursements

Less: Refunds

BOROUGH OF WATCHUNG “A-3"
SHEET #6
CURRENT FUND
STATEMENT OF EXPENDITURES - REGULATORY BASIS
YEAR ENDED DECEMBER 31, 2011
APPROPRIATIONS EXPENDED UNEXPENDED
BUDGET AFTER PAID OR BALANCE
BUDGET MODIFICATION CHARGED RESERVED OVEREXPENDED CANCELED
$__12,529,575.00 $ 12,568,071.38 $ 12,301,757.88 $ 261,396.68 $ 263274 $ 7,549.57
REF. A-2:A-3 A1 AA1 A-1:A-27
A-2 $ 38,496.39
A-3 12,529,575.00
$_ 12,568,071.39
A-2 $ 520,000.00
A7 150,966.86
A-22 150,151.86
A4 11,714,388.52
$ 12,535,507.24
A4 233,749.36

$

12,301,757.88

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF WATCHUNG

ASSESSMENT TRUST FUND

STATEMENT OF FUND BALANCE - REGULATORY BASIS

EF.
Balance, December 31, 2010 B $ 94,390.90
Increased by:
Assessment Collections B-16 6,954.31
Balance, December 31, 2011 B $ 101,345.21

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF WATCHUNG

GENERAL CAPITAL FUND

STATEMENT OF FUND BALANCE - REGULATORY BASIS

REF.
Balance, December 31, 2010 C $ 540,736.94
Increased by:
Premium on Sale of Notes C-2 39,812.12
$ 580,549.06
Decreased by:
Surplus Anticipated-Current Fund Cc-2 298,000.00
Balance, December 31, 2011 C $ 282,549.06

The accompanying Notes to Financial Statements are an integral part of this statement.
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PUBLIC ASSISTANCE TRUST FUND
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GENERAL FIXED ASSETS ACCOUNT GROUP
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NOTES TO FINANCIAL STATEMENTS
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NOTE 1:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B.

Description of Funds (Continued)

Current Fund - resources and expenditures for governmental operations
of a general nature, including grant funds.

Trust Fund - receipts, custodianship and disbursement of funds in
accordance with the purpose for which each reserve was created.

General Capital Fund - receipts and disbursement of funds for the
acquisition of general capital facilities, other than those acquired in the
Current Fund.

Public Assistance Fund - receipt and disbursement of funds that provide
assistance to certain residents of the Borough pursuant to Title 44 of New
Jersey statutes.

General Fixed Assets Account Group - Utilized to account for property,
land, buildings and equipment that have been acquired by other
governmental funds.

Basis of Accounting

The accounting principles and practices prescribed for municipalities by
the State of New Jersey differ in certain respects from generally accepted
accounting principles applicable to local government units. The more
significant accounting policies and differences in the State of New Jersey
are as follows:

A modified accrual basis of accounting is followed with minor exceptions.

Revenues - are recorded when received in cash except for certain
amounts which are due from other governmental units. Federal and State
grants are realized as revenue when anticipated in the Borough's budget.
Receivables for property taxes are recorded with offsetting reserves on
the balance sheet of the Borough's Current Fund: accordingly, such
amounts are not recorded as revenue until collected. Other amount that
are due the Borough, which are susceptible to accrual, are also recorded
as receivables with offsetting reserves and recorded as revenue when
received. GAAP requires revenues to be recognized in the accounting
period when they become susceptible to accrual, reduced by an
allowance for doubtful accounts.
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NOTE 1:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C.

Basis of Accounting (Continued)

General Fixed Assets - N.J.A.C. 5:30-5.6, Accounting for Governmental
Fixed Assets, which differs in certain respects from generally accepted
accounting principles, requires the inclusion of a statement of general
fixed assets of the Borough as part of its basic financial statements.
General fixed assets are defined as non-expendable personal property
having a physical existence, a useful life of more than one year and an
acquisition cost of $500.00 or more per unit. Public domain
("infrastructure”) general fixed assets consisting of certain improvements
other than buildings, such as roads, bridges, curbs and gutters, streets
and sidewalks and drainage system are not capitalized. No depreciation
has been provided on general fixed assets or reported in the financial
statements. General Fixed Assets that have been acquired and are
utilized in a governmental fund operation are accounted for in the General
Fixed Asset Account Group rather than in a governmental fund.

The Borough has developed a fixed assets accounting and reporting
system based on an inspection and valuation prepared by an
independent appraisal firm and updated by the Borough. Fixed assets
are valued at historical cost or estimated historical cost if actual historical
cost is not available. Land is stated at the assessed value contained in
the Borough's most recent property revaluation.

Expenditures for construction in progress are recorded in the Capital
Funds until such time as the construction is completed and put into
operation.

Fixed assets acquired through grants in aid or contributed capital have
not been accounted for separately.

Inventories of Supplies - The costs of inventories of supplies for all funds
are recorded as expenditures at the time individual items are purchased.
The costs of inventories are not included on the various balance sheets.
GAAP requires the cost of inventories to be reported as a current asset
and equally offset by a fund balance reserve.

Basic Financial Statements

The GASB codification also defines the financial statements of a
governmental unit to be presented in the general purpose financial
statements to be in accordance with GAAP. The Borough presents the
financial statements listed in the table of contents of the "Requirements of
Audit and Accounting Revision of 1987" as prescribed by the Division of
Local Government Services, Department of Community Affairs, State of
New Jersey and which differ from financial statements required by GAAP.
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NOTE 2:

CASH AND CASH EQUIVALENTS (CONTINUED)

Deposits (Continued)

Custodial Credit Risk - Deposits - Custodial credit risk is Em risk that in the event

of a bank failure, the deposits may not be returned. The Borough does not have
a specific deposit policy for custodial credit risk other than those policies that
adhere to the requirements of statute. As of December 31, 2011, based upon
the coverage provided by FDIC and NJGUDPA, no amount of the bank balance
was exposed fo custodial credit risk. Of the cash balance in the bank,
$750,000.00 was covered by Federal Depository Insurance and $6,811,424.29
was covered by NJGUDPA. N.J. ARM is an investment pool and is not insured
by either FDIC or GUDPA.

Investments

The purchase of investments by the Borough is strictly limited by the express
authority of the New Jersey Local Fiscal Affairs Law, N.J.S.A. 40A:5-15.1.
Permitted investments include any of the following type of securities:

1. Bonds or other obligations of the United States of America or obligations
guaranteed by the United States of America;

2. Government money market mutual funds which are purchased from an
investment company or investment trust which is registered with the
Securities and Exchange Commission under the “Investment Company
Act of 1940,” 15 U.S.C. 80a-1 et seq., and operated in accordance with
17 C.F.R. § 270.2a-7 and which portfolio is limited to U.S. Government
securities that meet the definition of an eligible security pursuant to 17
C.F.R. § 270.2a-7 and repurchase agreements that are collateralized by
such U.S. Government securities in which direct investment may be made
pursuant to paragraphs (1) and (3) of N.J.S.A. 5-15.1. These funds are
also required to be rated by a nationally recognized statistical rating
organization;

3. Any obligation that a federal agency or a federal instrumentality has
issued in accordance with an act of Congress, which security has a
maturity date not greater than 397 days from the date of purchase,
provided that such obligation bears a fixed rate of interest not dependent
on any index or other external factor;

4, Bonds or other obligations of the Local Unit or bonds or other obligations
of school districts of which the Local Unit is a part or within which the
school district is located;

5. Bonds or other obligations, having a maturity date not more than 397
days from date of purchase, approved by the Division of Investment of the
Department of Treasury for investment by Local Units:




"SJUBWSaAU
pue susodep sy Joj ysu Aouaund ublalo) 0} pasodxa } S JOU ‘SJUSLIISSAUI
S}l Joj sysU Sjes saiSlul pue  sySU Jpaso 0) pasodxe jou Ajesoush
S| ybnoiog sy} ‘seopoesd juswisaAul Buysixe pue L'GL-SVOv sajnjels
Aesiopr meN Aq ypo} 19s suopejywy ayy uodn paseg WYY Ressap
MaN 8y} yum ysodsp uo Opv'v0L$ pey ybnoiog oyl ‘110z ‘LS laquedaq jo sy

"Panoaxs s [eJajejjod Jo Ajinoes

pue Apoisno ey} soj Buipinoid Juswsaibe sseysindas Jsjsew e )
pue (L
61:LL "0) 9€Z 0 ‘06l “Td 4O | Uonoas u pauysp se Aioysodep
olignd B ybnosy) peseyoind aise sspundes Bulkuepun ey} P
‘skep 0 uey) asow Jou s| Juswaalbe ay) jo Ajnjew sy o]
‘Aped paiy} e 0} pasisjsues) si [eJs)ejo09 Jo Apojsnd sy} 'q
.uonoasgns siyy jo (¢) pue (1) sydeibesed
0} juensind sjuauiisaAul payiwiad ale sapunosas Bulhopun auy ‘e
)i senuNoas pazijelale}jod Ajny Jo aseyaindal sy} 10} sjuswILaIBY ‘8

10 :(1°06-v81:2SG ") 18T 0 ‘L6l “1'd 4O | UONOSs 0} Juensind paysiige)se
pund juswabeuely yse) Assiof MON JO 9JelS oy} uum sysodsq ‘/

‘uoeziuebio Bunel (eonsiels paziubosal Ajleuoneu e £q Aiobsjes
Jsaybiy auy ul pajes oq o) paiinbai osje si JuswseAul jo odAy SIUL 'L°SL-S
'V'STN 40 (g) pue (}) sydesBesed o} juensind spew aq Aew juswisanul
P2llp Yolym Ul S8NNoes JuawulsnoD ‘SN Yyons Ag pezielsle|jod
ale jey} sjusweaibe aseyoindalr pue /-e0sz § "M'4D ZL 0} juensind
Anoss sqibile Jo uoUyep Oy} JOSW jey} SSRNOSS JUSWILISAOD
‘'S’N Ul pajseAul Ajny ase jeyl sjood juswisSAUl Juswuonob [E207 ‘9

(PaNURUO)) SJUSUIISIAU]

(@3INNILNOD) SINITVAINDT HSYD ANV HSVYD

:¢ 310N



NOTE 3:

MUNICIPAL DEBT

The Local Bond Law, Chapter 40A:2, governs the issuance of bonds to finance general municipal capital expenditures.
All bonds are retired in annual installments within the statutory period of usefulness. All bonds issued by the Borough
are general obligation bonds, backed by the full faith and credit of the Borough. Bond Anticipation Notes, which are
issued to temporarily finance capital projects, shall mature and be paid off within ten years or financed by the issuance
of the bonds. In addition, the Borough has entered into loan agreements with the State of New Jersey. The monies
received from these loans are used to finance various improvements to the Borough.

SUMMARY OF MUNICIPAL DEBT
Year 2011 Year 2010 Year 2009
Issued:
General:
Bonds and Notes $ 19,910,000.00 $ 21,025,000.00 $ 21,609,000.00
Loans Payable 1,884,655.84 2,067,192.92 2,250,263.24
Debt Issued $ 21,79465584 $ 23,092,192.92 $ 28,859,263.24
Authorized But Not Issued:
General;
Bonds and Notes 2,438,372.38 2,576,028.85 4,002,849.76
TOTAL BONDS AND NOTES
ISSUED AND AUTHORIZED
BUT NOT ISSUED $ 2423302822 $ 25,668,221.77 $ 27.862,113.00

SUMMARY OF STATUTORY DEBT CONDITION ANNUAL DEBT STATEMENT (AS AMENDED)

The summarized statement of debt condition which follows is prepared in accordance with the required method of
setting up the Annual Debt Statement and indicates a statutory net debt of 1.29%.

Gross Debt Deductions Net Debt
School Debt $ 15,689,06542 $ 15,589,065.42 $
General Debt 24,233,028.22 1,425,052.99 22,807,975.23
$ 39,822,093.64 & 17,014,118.41 % 22,807,975.23

Net debt $22,807,975.23 divided by equalized valuation basis per N.J.S.A.40A:2-2, $1,756,905,251.33 equals 1.299

Borrowing Power Under NJSA 40A:2-6 As Amended

Equalized Valuation Basis - December 31, 2011 $ 1,756,905,251.33
3 1/2% of Equalized Valuation Basis $ 61,491,683.80
Net Debt 22,807,975.23
Remaining Borrowing Power $ 38,683,708.57

Equalized Valuation Basis is the average of the equalized valuation of real estate, including improvements and the
assessed valuation of Class Il railroad property of the Borough of Watchung for the last three (3) preceding vyears.
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NOTE 3:

MUNICIPAL DEBT (CONTINUED)

BOND ANTICIPATION NOTE

Issue & Maturity

Interest Rate Dates

General Capital 1.50% 3/1/11 - 212912

BONDS AND NOTES AUTHORIZED BUT NOT ISSUED

Amount

$4,460,000.00

At December 31, 2011 the Borough has authorized but not issued bonds and notes as follows:

General Capital Fund

Schedule of Annual Debt Service for Principal and Interest for Bonded Debt Issued and Outstandin

$2,438,372.38

General
Calendar Year Principal Interest Total

2012 $ 1,075,000.00 $ 656,647.75 $ 1,731,647.75
2013 1,100,000.00 610,135.25 1,710,135.25
2014 1,076,000.00 563,783.25 1,639,783.25
2015 900,000.00 529,143.75 1,429,143.75
2016 900,000.00 490,893.75 1,390,893.75
2017 900,000.00 452,643.75 1,352,643.75
2018 950,000.00 414,393.75 1,364,393.75
2019 950,000.00 374,018.75 1,324,018.75
2020 950,000.00 332,456.25 1,282,456.25
2021 950,000.00 290,893.75 1,240,893.75
2022 950,000.00 249,331.25 1,199,331.25
2023 950,000.00 207,768.75 1,157,768.75
2024 950,000.00 166,206.25 1,116,206.25
2025 950,000.00 124,643.75 1,074,643.75
2026 950,000.00 83,081.25 1,033,081.25
2027 949,000.00 41,518.75 990,518.75

$ 15,450,000.00 $ 5,687,560.00 $ 21,037,560.00

Schedule of Annual Debt Service for Principal and Interest for Economic Development Authority

Loan Payabile - New Public Works Facilit

Calendar Year Principai Interest Total
2012 $ 11,939.62 $ 358.18 $ 12,297.80
2013 11,939.57 179.10 12,118.67
$ 23,879.19 % 537.28 $ 24,416.47
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NOTE 3: MUNICIPAL DEBT (CONTINUED)

Schedule of Annual Debt Service for Principal for Environmental
Infrastructure Loan Payable - 2000 Infrastructure Fund Loan

General Capital Assessment Trust
Fund Fund
Calendar Year Principal Principal Total
2012 $ 23652.16 $ 23,830.89 % 47,483.05
2013 22,892 .49 23,065.11 45,957.60
2014 22,132.82 25,362.44 47,495.26
2015 21,373.16 24,443.51 45,816.67
2016 8,627.95 2,183.24 10,811.19
$ 98,67858 $ 98,885.19 $ 197,563.77

Schedule of Annual Debt Service for Principal and Interest for Environmental
Infrastructure Loan Payable - 2001 Infrastructure Trust Loan

Calendar Year Principal Interest Total

2012 $ 10,000.00 $ 6,750.00 $ 16,750.00
2013 10,000.00 6,250.00 16,250.00
2014 15,000.00 5,625.00 20,625.00
2015 156,000.00 4,875.00 19,875.00
2016 15,000.00 4,125.00 19,125.00
2017 15,000.00 3,375.00 18,375.00
2018 15,000.00 2,625.00 17,625.00
2019 15,000.00 1,875.00 16,875.00
2020 156,000.00 1,125.00 16,125.00
2021 15,000.00 375.00 15,375.00

$ 140,000.00 $ 37,000.00 $ 177,000.00

Schedule of Annual Debt Service for Principal for Environmental
Infrastructure Loan Pavyable - 2001 Infrastructure Fund Loan

Calendar Year Principal Total

2012 $ 10,662.54 $ 10,662.54
2013 10,344.26 10,344.26
2014 13,129.25 13,129.25
2015 12,651.82 12,651.82
2016 12,174.39 12,174.39
2017 11,696.96 11,696.96
2018 11,219.54 11,219.54
2019 10,742.11 10,742.11
2020 10,264.68 10,264.68
2021 9,787.44 9,787.44

$ 112,672.99 § 112,672.99
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NOTE 7:

NOTE 8:

NOTE 9:

COMPENSATED ABSENCES

The Borough has not permitted non-police department employees to carry over
unused vacation days. Under special circumstances, vacation time may be
carried over with mayor and Council approval. After a minimum of five years of
service with the Borough, an employee, upon separation from service with the
Borough, will receive pay based upon unused accumulated sick leave, up to a
maximum of 120 days of such credit. Payment shall be made in accordance with
the following schedule:

Upon retirement: 50% of the employee’s then current rate of pay
Other separation: 25% of the employee’s then current rate of pay

Police Department employees may not carry over vacation unless approved by
the Mayor and Council. Sick days may be accumulated up to 360 days per
employee with a maximum of 60 days to be reimbursed to the employee at
retirement.

The Borough has estimated the liability for unpaid sick pay to be $572,213.90
and $559,925.52 at December 31, 2011 and 2010, respectively. In accordance
with New Jersey accounting principles and practices these amounts are nhot
reported as an expenditure or liability in the accompanying financial statements.

DEFERRED COMPENSATION PLAN

The Borough offers its employees a deferred compensation plan created in
accordance with Internal Revenue Code Section 457. The plan, available to all
Borough employees, permits them to defer a portion of their salaries until future
years. The Borough does not make any contribution to the plan. The deferred
compensation is not available to employees until retirement, death, disability,
termination or financial hardships.

In accordance with the requirements of the Small Business Job Protection Act of
1996 and the funding requirements of Internal Revenue Code Section 457(g), the
Borough’s Plan was amended to require that all amounts of compensation
deferred under the Plan are held for the exclusive benefits of plan participants
and beneficiaries. All assets and income under the Plan are held in trust, in
annuity contracts or custodial accounts.

All assets of the Plan are held by an independent administrator, the Equitable
Life Assurance Society of the United States (the "Equitable").

The accompanying financial statements do not include the Borough's Deferred
Compensation Plan activities. The Borough's Deferred Compensation Plan is
fully contributory and the Borough has no liabilities in conjunction with the plan.
LITIGATION

The Borough Attorney's letters did not indicate any litigation, claims or contingent
liabilities which would materially affect the financial statements of the Borough.
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NOTE 13:

NOTE 14:

INTERFUND RECEIVABLES AND PAYABLES

Interfund receivable and payable balances consisted of the following at
December 31, 2011:

Interfund Interfund
Fund Receivable Payable
Current Fund $ 566 $  106,379.09
Grant Fund 60,000.00
Assessment Trust Fund 42,741.03 2,304,254.12
Trust Other Fund 3,638.06 5.66
General Capital Fund 2,304,254.12

$_2410,638.87 $ 2410,638.87

All balances resulted from the time lag between the dates that short-term loans
were disbursed and payments between funds were made.

GASB 45: OTHER POST-EMPLOYMENT BENEFITS

Commencing with the fiscal year ending December 31, 2008 the Borough was
required to implement the note disclosure provision of GASB Statement 45,
“‘Accounting and Financial Reporting by Employers for Post Employment Benefits
Other Than Pension.” This statement which was adopted during 2004 by the
Governmental Accounting Standard Board (GASB) requires the Borough to
disclose in the notes of the financial statements the future cost of the other post
employment benefits (OPEB) on a present value basis instead of the present pay
as you go method. OPEB obligations are non-pension benefits that the Borough
has contractually agreed to provide employees once they have retired and, in
most instances, will be for retirement health, prescription or dental insurance
coverage. The Borough has not calculated its OPEB obligations and the impact
on the Borough’s financial position or results of operation cannot be readily
determined at this time; however, under current New Jersey budget and financial
reporting requirements, the Borough will not have to provide any amounts in
excess of their current cash costs or recognized any long-term obligations on
their balance sheets.
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BOROUGH OF WATCHUNG

SUPPLEMENTARY SCHEDULES — ALL FUNDS

YEAR ENDED DECEMBER 31, 2011
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A5

BOROUGH OF WATCHUNG

CURRENT FUND

SCHEDULE OF PETTY CASH FUNDS

ADVANCED REIMBURSED
Police $ 30000 $ 300.00
Clerk 100.00 100.00
$ 400.00 $ 400.00

REF. A4 A4

:>Im=
SCHEDULE OF CHANGE FUNDS
BALANCE
DECEMBER 31,
2011 AND 2010
Tax Collector $ 100.00
Municipal Court 100.00
Clerk 50.00
$ 250.00
REF A

:
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SCHEDULE OF TAXES RECEIVABLE AND ANALYSIS OF PROPERTY TAX LEVY

BORQUGH OF WATCHUNG

CURRENT FUND

uA_Bu

BALANCE BALANCE
DECEMBER COLLECTIONS DECEMBER

YEAR 31,2010 2011 LEVY 2010 011 CANCELED 31, 2011
2010 $ 470,887.19 $ $ 469,144.87 1,742.32 %
2011 31,192,452.40 166,035.66 30,721,313.53 14,444.71 290,658.50

$ 470,887.19 $ 31,192,452.40 $ 166,035.66 $ 31,190,458.40 16,187.03 $ 290,658.50
REF. A A-2:A-19 A-2 A

REF.
Collector A4 $ 31,144,958.40
Due From State of New Jersey Per Chapter 20, P.L. 1971 A-14 45,500.00
$ 31,190,458.40

TAX YIELD
General Purpose Tax
Added Taxes (54:4-63.1 et. seq.)

TAX LEVY

Local District School Tax {(Abstract)
Regional High School Tax (Abstract)
County Taxes:

County Tax

County Library Tax

County Open Space Preservation Tax
County Added

Local Tax for Municipal Purposes (Abstract)
Add: Additional Tax Levied
Local Tax for Municipal Purposes Levied

ANALYSIS OF 2011 PROPERTY TAX LEVY

A-2:A-16
A-2A17

A-15
A-15
A-15
A-15
A-2

" A2

4,803,531.78
695,873.47
505,128.36
12,637.57

31,127,877.36
64,575.04

$

7,805,456.53
62,141.75

11,552,664.00
5,755,118.94

6,017,071.18

7,867,598.28

$

31,192,452 40

31,192,452.40
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Municipal Stormwater Regulation Program
Clean Communities Program

S.C. Youth Service/Athletic Grants

Safe & Secure

NJ Body Armor

Alcohol Education Rehabilitation
Recycling Tonnage Grant

FEMA Firefighters Grant

$

BOROUGH OF WATCHUNG

SCHEDULE OF GRANTS RECE|IVABLE

GRANT FUND

||A_1 O"

BALANCE UNAPPROPRIATED BALANCE
DECEMBER ACCRUED RESERVE DECEMBER
31,2010 2011 RECEIPTS APPLIED 31, 2011
é117.00 $ $ $ 2,117.00
11,607.75 11,607.75
33,000.00 23,998.24 9,001.76
60,000.00 54,155.00 60,000.00 54,155.00
5,836.43 2,971.02 2,865.41
1,078.69 1,078.69
44,473.99 31,389.20 13,084.79
3,157.00 3,157.00
65,274.00 $ 150,151.86 131,044.90 $ 15,950.20 § 68,430.76
A A-2 A-4 A-12 A
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BOROUGH OF WATCHUNG

GRANT FUND

SCHEDULE OF RESERVE FOR GRANTS - UNAPPROPRIATED

REF.

Balance, December 31, 2010 A $ 30,429.14
Decrease by

Applied to Receivable A-10 15,950.20
Balance, December 31, 2011 A $ 14,478.94
ANALYSIS OF BALANCE:

County Youth Athletic Services Grant $ 14,478.94

->l\—w=

CURRENT FUND

SCHEDULE OF RESERVE FOR TAX APPEALS

Balance, December 31, 2010
and December 31, 2011 A $ 85,276.96
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BOROUGH OF WATCHUNG

CURRENT FUND

SCHEDULE OF COUNTY TAXES PAYABLE

4,803,531.78
695,873.47
505,128.36
12,637.57

REF.
2011 Tax Levy:
County Tax A-8 $
County Library Tax A-8
County Open Space Preservation Tax A-8
County Added A-8
A-1
Decreased by:
Payments A4

Increased by:

2011 Tax Levy - Calendar Year

Decreased by:
Payments

Balance, December 31, 2010

Increased by:

2011 Tax Levy - Calendar Year

Decreased by:
Payments

SCHEDULE OF LOCAL DISTRICT SCHOOL TAXES PAYABLE

A-1:A-8

A-4

SCHEDULE OF REGIONAL HIGH SCHOOL TAXES PAYABLE

A

A-1:A-8

A4

:>|\_ m..

6,017,071.18

6,017,071.18

:>|;_ m:

11,652,664.00

11,552,664.00

..>IA ﬂ:

121,570.30

5,755,118.94

5,876,689.24

5,876,689.24
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BOROUGH OF WATCHUNG

CURRENT FUND

SCHEDULE OF DUE TO STATE OF NEW JERSEY - DCA

EF.
Balance, December 31, 2010 A $ 3,777.00
Increased by:
Receipts A4 15,040.00
$ 18,817.00
Decreased by:
Disbursements A-4 16,135.00
Balance, December 31, 2011 A $ 2,682.00
:>IN;—=
SCHEDULE OF PREPAID LICENSES
Balance, December 31, 2010 A $ 935.00
Increased by:
Receipts A4 2,750.70
$ 3,685.70
Decreased by:
Applied To Revenue A-2 935.00

Balance, December 31, 2011 A $ 2,750.70
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BOROUGH OF WATCHUNG

CURRENT FUND

SCHEDULE OF RESERVE FOR TAX SALE PREMIUMS

REF.
Increased by:
Receipts A-4 $ 74,429.52
Balance, December 31, 2011 A $ 74,429.52

..>INA.:

SCHEDULE OF TAX TITLE LIENS

Balance, December 31, 2011

and December 31, 2010 A $ 662.30
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BOROUGH OF WATCHUNG

GRANT FUND

SCHEDULE OF ACCOUNTS PAYABLE

REF.
Balance, December 31, 2010 A $ 2,888.46
Increased by:
Grants Appropriated A-22 7,243.40
$ 10,131.86
Decreased by:
Transferred to Grants Appropriated A-22 2,888.46

Balance, December 31, 2011 A $ 7,243.40
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Increased by:
Disbursements

Balance, December 31, 2011 (Due From)

Analysis of Balance:
Due Current Fund

BOROUGH OF WATCHUNG

GRANT FUND

SCHEDULE OF INTERFUNDS

:>|N@=

60,000.00

60,000.00

60,000.00
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ORDINANCE

88-20 & 96-11
08-05
06-29
97-02
99-12,99-13,99-14
96-16

2008-2

06-27,06-28

IMPROVEMENT DESCRIPTION

Construction of Sanitary Sewer - Various Roads
Sanitary Sewer Extension Valley Road

Skyline/Johnston Sanitary Sewer System

Construction of Sanitary Sewer and P.W. lmprov.

Installation of Sanitary Sewer and Public Water
Brook Drive & Will Lane Roadway Improvements
Belgian Block Curbing - Beechwood Place

Corey Lane, Orchard Road, Old Somerset Road
Eaton Road, Sunbright Road and Valley Road

DATE OF

CONFIRMATION INSTALLMENTS DUE DATES

ANNUAL

06/28/01

08/18/11

01/13/11

11/08/01

09/14/06

08/28/07

05/28/09

05/28/09

10

20

20

10

20

10

20

20

BOROQUGH OF WATCHUNG

" TRUST FUND

SCHEDULE OF ASSESSMENTS RECEIVABLE

ey

[

ASSESSMENT TRUST FUND
BALANCE BALANCE
DECEMBER DECEMBER BALANCE PLEDGED TO
31,2010 CONFIRMED COLLECTED 31,2011 RESERVE CAPITAL LOANS

06/28/06-11  § 68,307.41 $ $ 14,097.52 $ 54,209.89 $ $ 54,209.89 $
10/18/11-32 118,589.90 31,122.55 87.467.35 87,467.35
03/14/11-32 638,955.98 92,342.29 546,613.69 546,613.69
11/08/06-11 7,684.26 1,280.69 6,403,57 6,403.57
11/114/07-26 552,008.22 47,802.73 504,205.49 1356,320.30 368,885.19
07/01/07-16 3,285.11 1,642.57 1,642.54" 1,642.54
05/28/09-29 18,613.76 6,954.31 11,659.45 11,659.45
05/28/08-29 825,961.12 89,346.15 736,614.97 736,614.97

$_ 147585088 $_ 75754588 $ 284588.81 $ 194881695 $ 1166945 $ 156827231 $ 368,885.19
EF B B-17 B-2 B
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BOROUGH OF WATCHUNG
TRUST FUND
SCHEDULE OF AMOUNT TO BE RAISED BY TAXATION
ASSESSMENT TRUST FUND
ANALYSIS OF
BALANCE BALANCE
DECEMBER
31,2010 ASSESSMENTS
ORDINANCE AND 2011 CANCELLED
DATE IMPROVEMENT DESCRIPTION
12/22/88  Improvement to Sewer System - Nottingham Drive $ 3,990.00 $ 3,990.00
$ 3,990.00 $ 3,990.00
REF. B
_-mlﬂ:
SCHEDULE OF DUE CURRENT FUND
ANIMAL CONTROL TRUST FUND
Balance, December 31, 2010 (Due To) B $ 13.69
Decreased by:
Disbursement B-2 $ 13.69
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Balance, December 31, 2010
Increased by:
COAH

Recreation
Various Trust Deposits

Decreased by:
COAH

Balance, December 31, 2011

Balance, December 31, 2010
Increased by:

Interest Earned

Decreased by:
Disbursements
Current Anticipated Revenue

Balance, December 31, 2011

BOROUGH OF WATCHUNG

TRUST FUND

SCHEDULE OF RESERVE FOR ACCOUNTS PAYABLE

OTHER TRUST FUND

REF.

B-12
B-19
B-13

B-12

9,647.50
540.00
78,500.00

SCHEDULE OF RESERVE FOR OPEN SPACE DEPOSITS

OTHER TRUST FUND

3,771.35
489,000.00

©®» &

:wlm._

9,715.00

88,687.50

98,402.50

9,715.00

88,687.50

:W|‘_ O..

1,262,824.82

3,064.52

1,265,889.34

492,771.35

773,117.99
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Donations & Gifts

Tax Premiums

POAA

Due State of NJ - Marriage Licenses
Fire Safety Penalties

Fire Department Penalties
Sidewalk Fund

Public Defender

Tree Fund

Ness Property Clean-Up
Accumulated Sick and Vacation

Disbursements
Accounts Payable

BOROUGH OF WATCHUNG

TRUST FUND

SCHEDULE OF RESERVE FOR MISCELLANEOUS TRUST DEPOSITS

"B_1 3||

OTHER TRUST FUND
BALANCE BALANCE
DECEMBER DECEMBER
31, 2010 INCREASED DECREASED 31, 2011

$ 31,785.23 14,591.87 $ 377328 $ 42,603.82

127,900.00 58,400.00 69,500.00

923.95 14.00 _ 937.95

150.00 687.00 687.00 150.00

35,427.68 900.00 36,327.68

8,844.92 250.00 9,094.92

5,985.00 5,985.00

23,909.68 6,582.00 12,737.26 17,754.42

6.400.00 600.00 7,000.00

412,642.09 896.92 83,495.00 330,044.01

107,028.03 60,000.00 48,168.44 118,859.59

$ 760,996.58 84,521.79 $ 207,260.98 638,257.39

REF., B B-2 B

B-2 128,706.98
B-9 78,500.00
207,206.98

A detailed analysis of Miscellaneous Trust Deposits is on file in the Treasurer's Office.
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BOROUGH OF WATCHUNG

TRUST FUND

SCHEDULE OF RESERVE FOR ASSESSMENTS

REF.

Balance, December 31,2010

@
&

18,613.76

Decreased by:
Collections B-1 6,954.31

Balance, December 31, 2011 B $ 11,659.45
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BOROUGH OF WATCHUNG

TRUST FUND

SCHEDULE OF RESERVE FOR RECREATION DEPOSITS
OTHER TRUST FUND

REF.

Balance, December 31, 2010 B $ 35,387.85
Increased by:
Receipts B-2 31,359.08
$ 66,746.93
Decreased by:
Disbursements B-2 $ 22,321.71
Accounts Payable B-9 540.00
22,861.71
Balance, December 31, 2011 B $ 43,885.22
-mlNo_-
SCHEDULE OF RESERVE FOR LAW ENFORCEMENT TRUST FUND
OTHER TRUST FUND
Balance, December 31, 2010 B $ 3,991.21
Increased by:
Receipts B-2 5.73
$ 3,996.94
Decreased by:
Disbursements B-2 147.90

Balance, December 31, 2011 B $ 3,849.04
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BOROUGH OF WATCHUNG

TRUST FUND

SCHEDULE OF RESERVE FOR REDEMPTION OF OUTSIDE LIENS

OTHER TRUST FUND
EF.
Increased by: v
Receipts B-2 $ 343,709.21
Decreased by:
Disbursements B-2 343,708.91

Balance December 31, 2011 w. $ 0.30
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Balance, December 31, 2010
Increased by:

Receipts

Decreased by:

Disbursements

Balance, December 31, 2011

BOROUGH OF WATCHUNG

TRUST FUND

SCHEDULE OF RESERVE FOR PAYROLL DEDUCTIONS

REF.

oy)

:mlwm:

1,188.77

6,298,183.25

6,299,372.02

6,299,738.66

(366.64)
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Fund Balance
Capital Improvement Fund

Improvement Authorizations-Funded

BOROUGH OF WATCHUNG

GENERAL CAPITAL FUND

ANALYSIS OF CASH

Unfunded Improvements Expended - Listed on "C-5"

Contracts Payable

Unexpended Proceeds of Bond Anticipation Notes -

Listed on "C-5"
Reserve for Grant Receivable
Reserve for Debt Service
Interfunds
State Aid Receivable

Balance, December 31, 2010

Decreased by:

Appropriation to Pay Bonds

Appropriation to Pay Loans:
Environmental Infrastructure Trust
Environmental Infrastructure Fund
Economic Development Authority
Green Trust

Balance, December 31, 2011

SCHEDULE OF DEFERRED CHARGES TO

FUTURE TAXATION - FUNDED

C-11

Cc-12
C-13
C-14
C-15

..Olw:

BALANCE
DECEMBER
31, 2011

$ 282,549.06
80,166.72
2,177,462.96
(1,084,907.54)
198,335.56

679,548.00
200,000.00
43,786.22
(2,304,254.12)
(281,250.00)

$ (8,5663.14)

..OL:

$ 18,173,711.06

1,075,000.00

30,000.00
32,202.04
11,939.62
58,798.75

1,207,940.41

$ 16,965,770.65
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BOROUGH OF WATCHUNG

GENERAL CAPITAL FUND

SCHEDULE OF RESERVE FOR DEBT SERVICE

EF.

Balance, December 31, 2010

and December 31, 2011 C $ 43,786.22
:O!ﬁ:
SCHEDULE OF CONTRACTS PAYABLE
Balance, December 31, 2010 C $ 607,322.28

Increased by:
Improvement Authorizations C-10 605,326.72

$ 1,212,649.00

Decreased by:
Disbursements C-2 $ 989,134.71
Canceled C-10 25,178.73

1,014,313.44

Balance, December 31, 2011 C $ 198,335.56
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ORDINANCE
NUMBER

91-18
96-16
98-23

00-10

01-08

01-09

01-10 & 02-29
03-01

03-03 & 08-27
03-04, 06-03, & 06-04
03-12

04-10

04.24

05-07

05-10

05-13

06-16

06-17
06-26/07-24
06-29

07-16

08-05

08-16

08-18

08-24

09-02

08-13

09-16

08-17

11-11

11-15

11-16

BOROUGH OF WATCHUNG

GENERAL CAPITAL FUND

SCHEDULE OF IMPROVEMENT AUTHORIZATIONS

IMPROVEMENT AUTHORIZATIONS

Rehabiiitation of Dwsllings

Construction of Improvements to Will Ln. Brook Dr.
Rehabtiitation of Dwellings Pursuant to COAH Plan
Capltal Improvements

Various Equipment & Improvements

Acquisition of Equipment

Various Capital Improvements

Purchase of Front End Loader

Sewer Improvements - Various Roads

Water Improvements - Various Roads
Remediation of Underground Storage Tanks
Various Public Improvements

Various Public Improvements

Various Public Works Improvements

Acquisition of Real Property for Open Spacs
Acquisition of Fire Truck

Various Equipment & Improvements

Various improvements

Various Public Inprovements

Skyline & Johnston Sewer Improvements

Various Equipment & Improvements

Valley Road Sewer Extension Project

Road Improvement Program

Acquisition of Fire and Recreation Equipment
Reconstruction of Stanie Glen & Anderson Roads
Reconstruction of Bayberry lane & Johnston Drive
Various Public iImprovements

Purchase of Radio Equipment

Purchase of Pickup Truck

Fire Department Equipment

Engineering & Design - Sewer improvements
Mason Dump Truck With Attachments

New Authorizations:
Bonds & Notes
Capital Improvement Fund

Refunds
Contracts Payable Canceled

ORDINANCE
DATE AMOUNT
07/18/91 $ 95,000.00
07/18/96 93,000.00
00/24/98 90,000.00
06/08/00 170,000.00
04/26/01 178,476.00
04/26/01 166,000.00
04/26/01 5,329,750.00
03/13/03 106,000.00
03727103 1,264,550.00
03/27/03 602,700.00
06/26/03 40,000.00
08/12/04 878,500.00
11/15/04 152,000.00
06/23/05 1,471,000.00
Q7/21/05 8,400,000.00
09/22/05 50,000.00
06/22/06 116,500.00
06/22/06 1,183,000.00
09/28/06 1,385,000.00
11/09/06 1,600,000.00
08/16/07 133,000.00
03/27/08 240,000.00
07/24/08 850,000,00
08/14/08 75,500.00
12/01/08 85,000.00
02/26/09 1,590,000.00
08/20/09 254,500.00
09/24/09 30,000.00
08/24/09 50,000.00
06/23/11 49,625.00
1171011 70,000.00
11710111 73,000.00

"C.10"

3

25.178.73

220,456.23

BALANCE BALANCE
DECEMBER 31, 2010 DECEMBER 31, 2011
FUNDED UNFUNDED INCREASES DECREASES EUNDED UNFUNDED
40,994.13 $ $ $ $ 4099413 s
49,568.90 49,568.90
$0,000.00 90,000.00
3,164.13 2,657.44 506.69
9,474.64 830.22 8,644.42
10,302.50 10,302.50
1,430,250.39 180,096.63 1,250,153.76
5,349.56 3,884.37 1,465.19
90,589.84 90,589.84
26,479.56 26,479.56
408.51 67.50 339.01
46,460.31 15,730.00 30,730.31
40.00 40.00
116,895.05 54,279.50 62,615.55
2,740.39 202.50 2,537.8¢
$50,000.00 50,000.00
44,725.37 2,000.00 42,725.37
23,265.80 12,690.00 10,575.80
354,287.94 347,426.00 130,928.40 405,570.11 165,215.43
52,020.99 5,695.53 46,325.46
60,328.67 2,652.50 2,757.55 60,223.62
10.00 10.00
123,355.61 111,626.94 11,728.67
62,249.00 6,201.40 56,047.60
361,511.10 361,511.10
432,387.07 25,178.73 457,565.80
123,496.77 58,771.08 64,725.69
9,078.76 3,508.16 5,570.59
9,531.33 9,531.33
49,625.00 13,349.50 36,275.50
70,000.00 3,500.00 66,500.00
73,000.00 3,500.00 69,500.00
2,397,762.90 $__ 157862741 $ 220,456.23 % 60532672 $_ 217746296 $  1,414,056.85
c C C7 c C.C5
$ 183,144.00
$ 192
$ 2
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BOROUGH OF WATCHUNG

GENERAL CAPITAL FUND

SCHEDULE OF STATE OF NEW JERSEY TRUST LOAN PAYABLE - NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST LOANS

PRINCIPAL REQUIREMENTS
OF LOAN OUTSTANDING BALANCE BALANCE
DATE OF ORIGINAL DECEMBER 31, 2011 INTEREST DECEMBER DECEMBER
PURPOSE ISSUE ISSUE DATE AMOUNT RATE 31,2010 PAID IN 2011 31,2011
NJ Environmental Infrastructure Trust 2000 11/09/00 $ 915,000.00 08/01/12-14 $ 25,000.00 5.00%
08/01/15 25,000.00 5.13%
08/01/16 30,000.00 5.13%
08/01/17 30,000.00 5.25%
08/01/18-12 35,000.00 5.25% .
08/01/20 40,000.00 5.25% $ 290,000.00 $ . 20,000.00 $ 270,000.00
NJ Environmental Infrastructure Trust 20018 11/08/01 230,000.00 08/01/12-13 10,000.00 5.00%
08/01/14-21 15,000.00 5.00% 150,000.00 10,000.00 140,000.00

$ 440,000.00 $ 30,000.00 % 410,000.00

r
(]
n

C C-4 Cc
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PURPOSE

New Public Works Facility

BORQUGH OF WATCHUNG

GENERAL CAPITAL FUND

uc_1 4"

SCHEDULE OF STATE OF NEW JERSEY LOAN PAYABLE - ECONOMIC DEVELOPMENT AUTHORITY

PRINCIPAL REQUIREMENTS

OF LOAN OUTSTANDING BALANCE BALANCE
ORIGINAL DECEMBER 31, 2011 DECEMBER DECEMBER
ISSUE DATE AMOUNT 31, 2010 PAID IN 2011 31, 2011
$ 143,275.00 08/01/12 $ 11,939.62
08/01/13 11,9362 $ 35,818.81 § 11,93962 § 23,879.19
$ 3581881 § 11,93962 $ 23,879.19
REF. Cc C4 C
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BOROUGH OF WATCHUNG

GENERAL CAPITAL FUND

SCHEDULE OF STATE AID RECEIVABLE

REF.
Balance, December 31, 2010 Cc $ 562,500.00
Decreased by:
Disbursements Cc-2 281,250.00

Balance, December 31, 2011 C $ 281,250.00
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SCHEDULE OF RESERVE FOR GRANT RECEIVABLE

Balance, December 31, 2010
and December 31, 2011

Balance, December 31, 2011 (Due From)

Decreased by:
Receipts

BOROUGH OF WATCHUNG

GENERAL CAPITAL FUND

REF.

SCHDULE OF DUE CURRENT FUND

..Ol\_ 8"

200,000.00

..Ol-_ @:

106,250.00

106,250.00
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BOROUGH OF WATCHUNG

PUBLIC ASSISTANCE TRUST FUND

SCHEDULE OF PUBLIC ASSISTANCE CASH

PUBLIC PUBLIC
ASSISTANCE ASSISTANCE FUND
REF. TRUST FUND | TRUST FUND Ii JOTAL

Balance, December 31, 2010
and December 31, 2011 E $ 574105 $ 569078 $ 11,431.83
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BOROUGH OF WATCHUNG

PART Il

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

SCHEDULES OF EXPENDITURES
OF FEDERAL AWARDS AND
STATE FINANCIAL ASSISTANCE

NOTES TO THE SCHEDULES OF
EXPENDITURES OF FEDERAL AWARDS
AND STATE FINANCIAL ASSISTANCE
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SuPLEE, CLOONEY & COMPANY

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 control such that there is a reasonable
possibility that a material misstatement of the Borough of Watchung’s financial statements will
not be prevented, or detected and corrected on a timely basis.

Our consideration of 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 identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses as defined above. However, we noted
immaterial matters involving the internal control that we have reported to the Borough of
Watchung in the General Comments and Recommendations Section of this report.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Borough of Watchung’s
financial statements - regulatory basis are free of material misstatement, we performed tests of
its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance
with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be

- reported under Government Auditing Standards. However, we noted immaterial instances of
noncompliance which are discussed in Part Ill, General Comments and Recommendations
Section of this report.

This report is intended solely for the information of the Borough of Watchung, County of
Somerset, New Jersey, the Division of Local Government Services and federal and state audit
agencies, and is not intended to be and should not be used by anyone other than these
specified parties.

ERTIFA=D PUBLIC ACCOUNTANTS

o el

REGISTERED _<_CZ_1%>_. ACCOUNTANT NO. 50

June 21, 2012
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A4

STATE GRANTOR DEPARTMENT/PROGRAM TITLE

DEPARTMENT OF LAW AND PUBLIC SAFETY

Drunk Driving Enforcement Fund - Prior Year(s)
Alcohol Education Rehabilitation Fund - Prior Year(s)
Alcohol Education Rehabifitation Fund

NJ DIVISION OF CRIMINAL JUSTICE

Safe and Secure Communities - Prior Year(s)
Safe and Secure Communities

Body Ammor Replacement Fund - Prior Year(s)
Body Armor Replacement Fund

DEPARTMENT OF ENVIRONMENTAL PROTECTION

Clean Communities Grant - Prior Year(s)

Clean Communities Grant

Green Communities - Prior Year(s)

Recycling Tonnage Grant - Prior Year(s)
Recycling Tonnage Grant

Municipal Stormwater Regulation - Prior Year(s)

DEPARTMENT OF COMMUNITY AFFAIRS

Smart Growth Planning - Prior Year(s)
Special Legislative - Prior Year(s)

DEPARTMENT OF TRANSPORTATION

Ridge Road Resurfacing & Drainage Improvements
Bayberry Lane & Johnston Drive Reconstruction

PASS-THROUGH CQUNTY

PARIS Grant - Prior Year(s)

BOROUGH OF WATCHUNG

SCHEDULE OF EXPENDITURES OF STATE FINANCIAL ASSISTANCE
YEAR ENDED DECEMBER 31, 2011

STATE ACCOUNT NUMBER

1110-100-066-1110-YYYY
9735-760-098-Y900-001-X100-6020
9735-760-098-YS00-001-X100-6020

1020-100-066-1020-232-YCJS-6120
1020-100-066-1020-232-YCJS-6120
1020-718-066-1020-001-YCJS-6120
1020-718-066-1020-001-YCJS-6120

4900-765-042-4800-004-V42Y-6020
4900-765-042-4900-004-V42Y-6020
4870-100-042-4870-074-V42F-6120
4900-752-042-4900-001-V42Y-6020
4900-752-042-4900-001-V42Y-6020
WQ05-517

100-022-8070-039-999000
02-100-022-8030-394-FFFF-6120

GRANT
AWARD
AMOUNT

9,591.05
4,477.84
1,078.69

114,250.00
54,155.00
4,050.48
5,836.43

24,717.78
11,607.75

2,000.00
17,785.40
44,473.99
16,936.00

5,000.00
10,000.00

182,210.57
475,000.00

31,292.00

SCHEDULE "2"

CUMULATIVE
EXPENDITURES
2011 2011 DECEMBER
RECEIPTS EXPENDITURES 31, 2011

1,492.00 $ 3,352.63
800.00 2,200.00

1,078.69
1,078.69 229200 $ 5,552.63
60,000.00 54,250.00 $ 114,250.00
54,155.00 54,155.00
715.00 1,937.00

2,971.02
62,971.02 109,120.00 § 170,342.00
2312146 § 23,871.46

11,607.75
17,291.67 17,570.87

31,389.20
8,443.74
42,996.95 40,413.13  § 49,886.07

$
3,625.00
$ 3,625.00
182,210.57 130,92840 $ 182,210.57
281,250,00 475,000.00
463,460.57 130,92840 $ 657,210.57
$

570,507.23 282,753.53 § 886,616.27
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NOTE 4. RELATIONSHIP TO FINANCIAL STATEMENTS - REGULATORY BASIS

Amounts reported in the accompanying schedules agree with amounts reported in the
Borough's regulatory basis financial statements. These amounts are reported in either the
Current Fund, Grant Fund or General Capital Fund.

Receipts:
Federal State Other Total
Grant Fund $ | $ 107,046.66 $ 2399824 $ 131,044.90
General Capital Fund 463,460.57 463,460.57
$ -0- $ 570,507.23 $ 2399824 $ 59450547
Expenditures:
Federal State Other Total
Grant Fund $ $ 151,82513 $ 12366155 $ 275,486.68
General Capital Fund 130,928.40 130,928.40
$ -0- $ 28275353 $ 12366155 $ 406,415.08

NOTE 5. OTHER

Matching contributions expended by the Borough in accordance with terms of the various grants
are not reported in the accompanying schedules.
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PART I

BOROUGH OF WATCHUNG

STATISTICAL DATA

LIST OF OFFICIALS

COMMENTS AND RECOMMENDATIONS

YEAR ENDED DECEMBER 31, 2011
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COMPARATIVE SCHEDULE OF TAX RATE INFORMATION

2011 2010 2009

Tax Rate $ 1.961 $ 1.921 $ 1.762
Municipal $ 0.491 $ 0.462 $ 0.407
Municipal Open Space 0.020
County (Including Library) 0.347 0.350 0.337
County Open Space 0.032 0.035 0.034
Local School 0.728 0.723 0.646
Regional High School 0.363 0.351 0.318
Assessed Valuations:

2011 $1,587,347,137.00

2010 $1,580,694,587.00

2009 $1,717,712,484.00

COMPARISON OF TAX LEVIES AND
COLLECTION CURRENTLY

A study of the tabulation will indicate a possible trend in future tax levies. A decrease in
the percentage of current collection could be an indication of a probable increase in future tax
levies.

Cash Percentage of
Year Tax Levy Collections Collection
2011 $31,192,452.40 $30,887,349.19 99.02%
2010 $30,491,314.63 $29,989,950.04 98.36%
2009 $30,447,218.70 $30,011,197.67 98.57%
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OFFICIALS IN OFFICE AND SURETY BONDS67

The following officials were in office during the period under audit:

Name

Gerald M. Mobus

Debra Joren

Stephen L. Black

Karen Cassidy

Thomas Franklin

William Nehls

Stephen Pote

Thomas Atkins

Michelle DeRocco

William J. Hance

Albert E. Cruz

Title
Mayor
Council Member, President of Council
Council Member
Council Member
Council Member
Council Member
Council Member
Administrator
Clerk

Chief Financial Officer, Treasurer,
Purchasing Agent .

Attorney

28
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COMMENTS AND RECOMMENDATIONS
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COLLECTION OF INTEREST ON DELINQUENT TAXES AND ASSESSMENTS

The statute provides the method for authorizing interest and the maximum rates to be
charged for the nonpayment of taxes or assessments on or before the date when they would
become delinquent.

The governing body on January 1, 2011 adopted the following resolutions authorizing
interest to be charged on delinquent taxes:

BE IT RESOLVED by the Mayor and Council of the Borough of Watchung, as follows:

1. Taxes shall be collected quarterly on February 1, May 1, August 1 and
November 1, 2011.

2. Payment of taxes shall be remitted to the Tax Collector of the Borough of
Watchung.

3. Interest shall be charged and calculated at the rate of 8% per annum on first
$1,500.00 of the delinquency and 18% per annum on any amount in excess of
$1,500.00, to be calculated from the date the tax was payable until the date of
actual payment received.

4, There shall be a 10 day grace period, after which unpaid taxes will be charged
interest from the due date.

5. Redemption fee for Tax Sale Certificates to the Municipality as follows:
2% on Certificates $200.00 to $4,999.99
4% on Certificates $5,000.00 to $9,999.99
6% on Certificates over $10,000.00

6. Redemption amounts shall be obtained from the Tax Collector. A $25.00 fee will
be charged for each additional request for a redemption calculation.

6a. Duplicate Tax Sale Certificate - $100.00 fee
6b. In lieu of publication, notice of tax sale to be mailed - $25.00 fee
7. Bad check fee of $20.00 shall be charged on all returned checks.

8. The Borough Clerk is hereby directed to publish a copy of this resolution.

DELINQUENT TAXES AND TAX TITLE LIENS

The last tax sale was held on July 22, 2011 and was complete.

Inspection of tax sale certificates on file revealed that all tax sale certificates were
available for audit.
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RECOMMENDATIONS

That the recreation department develop more efficient and accurate procedures and controls to
ensure the proper handling of funds.

That the finance office maintains a complete, detailed, and accurate general ledger for the
Assessment Trust Fund.

That the finance office properly monitor line items to ensure sufficient balances be available
prior to the commitment or expenditure of funds.

That all purchases made in excess of the bid threshold, including those made through
cooperative agreements, be awarded by the governing body.

That the amount of the contract be included in the award of professional service contracts.

That all applicable vendors be issued 1099s.
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