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SAMUEL KLEIN AND COMPANY
CERTIFIED F'UBI_JC ACCOUNTANTS

550 BROAD STREET, 11TH FLOOR 36 WeST MAIN STREET, SUITE 301
NeEwaRE, N..J.07102-4543 ¥Freegorn, N.J. 07728-2201
PrONE (973) 624-6100 PHONE (7832) 780-2600

Fax (973)624-8101 Fax (732) 780-1030

INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and Members
of the Borough Council

Borough of New Providence

New Providence, New Jersey 07974

We have audited the accompanying statutory basis financial statements of the various funds of the

BOROUGH OF NEW PROVIDENCE
COUNTY OF UNION

as of and for the year ended December 31, 2010, as listed in the table of contents, and for the year ended
December 31, 2009. These statutory basis financial statements are the responsibility of the municipality’s
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and audit requirements as prescribed by the Division of
l.ocal Government Services, Department of Community Affairs, State of New Jersey. Those standards
reguire that we plan and parform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasenable basis for our opinion,

These statutory basis financial statements have been prepared in conformity with accounting practices
prescribed by the Division of Local Government Services, Department of Community Affairs, State of New
Jersey which are designed primarily for determining compliance with legal provisions and budgetary
restrictions and as a means of reporting on the stewardship of public officials with respect to public funds,
These practices differ in certain respects, which in some instances may be material, from generally accepted
accouniing principles applicable to local government units. The more significant of these practices are
described in Note 1 to the financial statements.

In our opinion, because of the Municipality’s policy to prepare its financial statements on the basis of
accounting discussed in the third paragraph of this report, the financial statements referred to above do not
present fairly, in conformity with generally accepted accounting principles, the financial position of the
Borough of New Providence as of December 31, 2010 and 2009 or the results of its operations for the years
then ended.

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
www.samueliiein-cpa-rma.com



However, in our opinion, the statutory basis financial statements referred to above present fairly, in all
material respects, the financial position of the Borough of New Providence in the County of Union, as of
December 31, 2010 and December 31, 2009, and the resulis of operations of such funds for the years then
ended, in accordance with accounting principles and practices prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey and described in Note 1 to the
financial statements,

In accordance with Government Auditing Standards, we have aiso issued a report dated March 28, 2011 on
our consideration of the Borough of New Providence's internal control over financial reporting and our test 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 intermal 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 ar on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in conjunction with this report in considering the
results of our audit.

Qur audit was conducted for the purpose of forming an opinion on the statutory basis financial statements of
the Borough of New Providence taken as a whole. The accompanying supplemental schedules presented in
the “Supplementary” sections, are not a required part of the financial statements and are presented for
purposes of additional analysis as required by New Jersey State Division of Local Government Services.,
Such information has been subjected to the auditing procedures applied in the audit of the statutory basis
financial statements and, in our opinion, is fairly presented in all material respects in relation to the statutory

basis financial statements taken as a whole.
SAMUEL K AND C%NY
CERTIFIED PUBLIC ACCOUNTAN

J SE,ﬁ J. FACCONE, RMA, PA
[}

V

Newark, New Jersey
March 28, 2011



ASSETS

Regular Fund
Cash

Change Fund

Receivables and Other Assets with Full
Reserves:

Delinquent Taxes

Tax Title Liens

Property Acquired for Taxes at
Assessed Valuation

Revenue Accounts Receivable

Insurance Claims Receivabie

Other Accounts Receivable

Interfunds Receivable

Federal and State Grant Fund

Cash

Federal and State Grants Receivable
interfunds Receivable

BOROUGH OF NEW PROVIDENCE

CURRENT FUND

COMPARATIVE BALANCE SHEETS

A-4
A-6

A-8
A-10

A-11
A-12
A-13
A-14
A-18

A-15
A-19

Balance
Dec. 31, 2010

$4,409,966.11
150.00

4,410,116.11

A
Sheet #1

Balance
Dec. 31, 2009

$ 4,455,988.03
150.00

167,680.10
127,569.26

11,856.00
56,421.67

1,809.26
1562.95

4,466,138.03

355,588.24

256,292.76
116,481.10

11,955.00
96,170.12
27,772.50

4,610.19
15,696.22

4,765,704.35

527 877.89

28,703.80
924,043.69
3,025.80

4,984,015.92

965,773.28

39,258.73
402,053.01
518.62

$5,721,477.64

441,830.36

$ 5,425,846.28




BOROUGH OF NEW PROVIDENCE

CURRENT FUND

COMPARATIVE BALANCE SHEETS

LIABILITIES, RESERVES AND FUND BALANCES Ref.

Reqular Fund
Appropriation Reserves:

Encumbered
Unencumbered
Prepaid Revenue
Due to State of New Jersey
Tax Overpayments
interfunds Payable
Reserve for Tax Appeals
County Taxes Payable
Due to Special Improvement District
Prepaid Taxes
Reserve for Sale of Municipal Assets

Reserve for Receivables and Other Assets
Fund Balance

Federal and State Grant Fund
Interfunds Payable

Unappropriated Reserves

Reserve for Federal and State Grants

See accompanying notes to financial statements.

A-3,18
A-3,18
A-4
A-8
A-17
A-18
A-20
A-22
A-23
A-24
A-25

Reserve
A-1

A-19
A-26
A-27

A
Sheet #2
Balance Balance
Dec. 31,2010 Dec. 31,2009
$ 19364317 $ 199,721.80
700,043.49 614,948.70
104,675.00
1,935.53 1,354.02
57.56 3,272.92
6,145.54 52,285.35
308,045.08 440,351.99
24 298.94 55,981.57
3,331.20
192,740.99 176,372.68
84,141,092 587,654 .92
1,619,058.42 2,131,953.73
355,588.24 527.877.89
2,791,057 69 2,324,184.30
4,765,704.35 4.984,015.92
221.16
44 127.39
955,773.29 397,481.81
955,773.29 441,830.36

$5,721477.64

$ 5425,846.28




BOROUGH OF NEW PROVIDENCE

CURRENT FUND

COMPARATIVE STATEMENTS OF OPERATIONS
AND CHANGES IN FUND BALANCE

Revenue and Other Income
Fund Balance Utilized
Miscellaneocus Revenues Anticipated
Receipts from Delinquent Taxes
Receipts from Current Taxes
Nonbudget Revenue
Other Credits to Income:
Appropriation Reserves L.apsed
Interfunds Returned
Reserve for Grant Expenditures
Cancelled

Expenditures and Other Charges
Budget Appropriations

Refund of Prior Year Revenue
Grants Receivable Cancelled
Municipal Open Space Tax

Local Schoo! District Tax

County Taxes

Special Improvement District Taxes

Statutory Excess to Surplus
Fund Balance

Balance January 1
Decreased by:

Utilized as Anticipated Revenue

Balance December 31

A-2b
A-2b
A-2c

A-16
A-18

A-3
A-4
A-18
A9
A-21
A-22
A-23

A2

See accompanying notes to financial statements.

Year 2010

$ 1,800,000.00
4,296,843.39
264,450.64
52716,696.58
180,395.11

360,647.98
16,443.27

886.69

69,744,363.66

Year 2009

$ 1,971,000.00
3,679,647.51
224,609.22
50,690,570.28
239,680.35

366,154.75
544177

15,928,276.47
2,634.17
1,342.74
32,493.64
31,325,234.00
9,981,921.41
105,5687.84

57,177,103.88

57,377,490.27

15,638,327.20

32,608.00
30,186,948.00
9,363,655.31
102,256.64

2,366,873.39

2,324,184.30

65,323,793.16

4,691,057.69

1,900,000.00

1,863,310.73

2,441 873.67

$ 2,791,057.69

4,295,184.30

1,871,000.00

$ 2,324,184.30




Fund Balance

Miscellaneous Revenue Anticipated

Alcohoiic Beverage Licenses

Other Licenses

Fses and Parmils

Fines and Costs -~ Municipal Court

Interest and Costs on Taxes

Parking Meters

Interest on Investmenis

Sewer Rentals

Cat Licenses

Parking Permits

Rental of Municipal-Cwned Property

Cablevision Franchise Feas

Consolidated Municipal Property Tax Relief Aid

Energy Receipts Tax

Uniform Construction Code Fees

Uniform Fire Safety Act

False Fire Alarms

Smoke Detector Certification Fees

Sale of Assets

New Providence DID - Ban Inferest Daferred
Revenue

Library Reimbursements

Berkeley Heights 2009 Sewer Payments

Leaf Collection

Capital Surplus

Federal and State Grants
Clean Communities Program
Drunk Driving Enforcement Fund
Municipal Alcohol Rehabilitation
CDBG:
Senior Exercise and Arts and Crafts
Senior Transpaoriation
Senlor Citizen High Risk Heaith Care
Over the Limit - Under Arrest
Union County Tree Grant
Municipal Alliance on Alcoholism and Drug Abuse
Federal Bulletproof Vest Partnership
New Jersey Transportation Trust Fund Autherity
New Jersey Depariment of Transportation
Comcast of New Jersey
Police Body Armor Replacement
Recycling Tonnage
Unicn County Kids Recreation Trust 2009
Union County Kids Recreaticn Trust 2010

Total Miscellanecus Revenue

BOROUGH OF NEW PROVIDENCE

A2
A-2a
A-2a
A-12
A-12
A-12
A-12
A-12
A-12
A-12
A-12
A-12
A-12
A-12
A-Za
A2
A-12
A-12
A-25

A-12
A-12
A-12
A-12
A-12

CURRENT FUND

STATEMENT OF REVENUE

A-2
Sheet #1
Added by
Anticipated N.J 3.A Excess or
Budget 40A:.4-87 Realized _{Deficil)

$ 1,900,000.00 $ 3 1,900,000.00
£,000.00 7,200.00 1,200.00
17,700.00 18,317.00 817.00
§9,100.00 48,843.58 110,256.42}
113,800.00 148,566,35 34,766.35
54,400.00 55,280.44 880.44
19,200.00 22,612.80 3,412.80
241,000.00 25,151.88 4,151.88
5,400.00 175,885.97 170,495 97
1,300.00 1,525.00 22500
132,000.00 155,385.00 23,38500
64,400.00 64.747.86 347.88
130,000.00 139,830.82 9,830.82

133,847.00 133,847.00

1,169,972.00 1,169,872.00
168,000.00 285,765,00 116,765.00
21,600.00 14,228.15 {7,371.85)
5,800.00 1,125,00 (4,675.00)
15,000.00 14,500.00 {500.00)

503,598.00 503,508.00

70,750,00 70,750.00

63,000.00 63,000.00
148,000.00 148,699.20 698.90
40,000.00 41,800.00 1,800.00

180,000.00 180,000.00
3,144,857.00 3,490,641.73 345,774.73

20,381.47 20,361.47

2,493.56 2,483.58

402.18 402.18

5,675.00 5,575.00

6,334.00 £,334.00

7,247.00 7,247.00

4,400.00 4,400.00

2,334.50 2,334.50

17,583.00 17,583.00

2,062,283 2,052.23

282,100.00 262,100.00

245,000.00 245,000.00

55,000.00 55,000.00

1,134.87 2,5650.02 3,684.89

41,8633.83 41,633.83

60,000.00 60,000.00

50,000.00 50,000.00

367,641.23 438,560.43 806,201.66
3,512,508.23 438,560.43 4,206,843,39 345 774.73




Receipts from Delinguent Taxes

Amount to be Raised by Taxation for
Support of Municipal Budget

Total General Revenues

Nonbudgeted Revenue

See accompanying hotes to financial statements,

BOROUGH OF NEW PROVIDENCE

STATEMENT OF REVENUE

CURRENT FUND

A-1,2b

A-2b,10

A-2c

A-3

A2
Sheet #2
Added by
Anticipated N.J.S.A. Excess or
Budget 404:4-87 Realized Deficl) .

3 200,000.00 5 3 264,450,584 $ 54,450 64
11,520,744.00 12,810,358.68 1,389,615.69
17,133,252.23 438,650.43 19,371,653.72 1,799,841.08

180,395.11 180,395.11
$ 17,133,262.23 $ 438,560,43 $ 19,552,048.83 $ 1,880,238,17




Other Licenses and Fees

Barough Clerk

Health Officer

Registrar of Vital Statistics
Police Department
Planning Board

Board of Adjustment
Engineering Department

Less: Refunds

Uniform Construction Code

Less: Refunds

BOROUGH OF NEW PROVIDENCE
CURRENT FUND

STATEMENT OF REVENUE (Continued)
ANALYSIS OF REALIZED REVENUE

A-12
A-12
A-12
A-12

~ 18,317.00

See accompanying notes to financial statements.

QOther
Licenses

$ 2,885.00
16,300.00
132.00

$ 18,317.00

$285,855.00

80,00

$285,765.00

>
(]
[uH]

|

Permits
and Fees

$ 8,220.20

2,625.00
3,483.38
1,300.00
16,810.00

18,285.00

50,723.58

1,880.00

_$48:84358



BOROUGH CF NEW PROVIDENCE
CURRENT FUND

STATEMENT OF REVENUE (Continued)
ANALYSIS OF REALIZED TAX REVENUE

A-2D
3 264 450.64
$ 264,450.64

Ref.
Receipts from Delinquent Taxes
Collection of Delinguent Taxes:
2010 Collections:
Taxes A-9
A-1.2
Allocation of Current Tax Collections
Collections of Current Taxes:
2010 Collections A-9 $52,680,323.92
2009 Collections A-9 176,372.66
52,856,696.58
Less: Reserve for Tax Appeals _ A-20 140,000.00
A-1
Allocated to:
Municipal Open Space Tax OA1409 32,493.64
Local School District Tax A-21 31,325,234.00
County Taxes A-22 9,981,921.41
Special Improvement District Taxes A-23 105,587.84
Plus: Appropriation for Reserve for
Uncollected Taxes A-3
Realized for Support of Municipal
Budget A-2

See accompanying notes to financial statements,

$52,716,696.58

41,445,236.89

11,271,459.69

1,638,800.00

$12,910,350.69

10



BOROUGH OF NEW PROVIDENCE
CURRENT FUND

STATEMENT OF REVENUE (Centinued)
ANALYSIS OF NONBUDGET REVENUE

Y
@
@,

:

Miscellaneous Revenue Not Anticipated

Hotel Tax

Insurance and Worker's Ccmpensation Refunds

Division of Motor Vehicles - inspection Fines

Board of Education Utility Reimbursement

Administrative Fee for Senior Citizens and
Veterans

Shared Court

Scrap Metal

Damaged Borough Property

Duplicate Tax Bills

Photocopies

Misceilaneous

Tax Collector A-b
Other Accounts Receivable A-14

See accompanying notes to financial statements.

$ 70,411.44
55,240.85
2,650.00
6,190.45

2,273.55
9,000.00
2,006.00
1,164.36

50.50
5,011.39

21,546.72

239.66

461019

A-2¢

$ 175,545.28

4,849.85

$ 180,395.11

11
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- BOROUGH OF NEW PROVIDENCE

TRUST FUND

COMPARATIVE BALANCE SHEETS

ASSETS

Assessment Trust Fund
Assessments Receivable
Interfunds Receivable

Animal Confrol Trust Fund
Cash

General Trust Fund
Cash
Other Accounts Receivable

LIABILITIES, RESERVES AND FUND BALANCE

Assessment Trust Fund
Reserve for Assessments Receivable
Fund Balance

Animal Contrel Trust Fund
Due to State of New Jersey
Reserve for Animal Control Expenditures

General Trust Fund
-Due to State of New Jersey
Construction and Other Deposits
Municipal Open Space Trust Fund
Interfunds Payable
Reserve for
Various Expenditures
State Unemployment Insurance
Grant Expenditures

See accompanying notes to financial statements.

B-4
B-6

B-2
B-5

B-11
B-1

B-7
B-12

B-7
B-8
B-9
B-10

B-13
B-14
B-156

Balance
Dec. 31,2010

$ 197.60
582.80

790.40

[lus}

Balance
Dac. 31, 2009

—_—

3 395.20
395.20

5,204.70

790.40

1,237,269.77
20,984.35

5,061.83

1,258,254.12

1,324,482.85
1,040.24

$ 1,264,249.22

1,325,623.09

$ 1,331,875.32

$ 197.60
592.80

$ 395.20
395.20

790.40

1.20
5,203.50

790.40

5,204.70

1.20
5,580.63

432,028.22
409,869.42
152.85

411,399.26
48.55
4,7656.72

5,661.83

1,258,254.12

1,940.00
559,844 .42
376,684.68

15,893.68

362,173.68
100.06
8,886.58

$ 1,064,249.22

1,325,623.09

$ 1,331,875.32
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BOROUGH OF NEW PROVIDENCE

TRUST FUND

STATEMENT OF FUND BALANCE
ASSESSMENT TRUST FUND

Ref.
Balance December 31, 2009 B
Increased by: _
Collections of Unpledged Assessments ‘ B-11
Balance December 31, 2010 B

See accompanying notes to financial statements.

$ 395.20

197.60

$ 592.80
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BOROQUGH OF NEW PROVIDENCE

GENERAL CAPITAL FUND

COMPARATIVE BALANCE SHEETS

ASSETS AND DEFERRED CHARGES

Cash
Grants and Other Receivables
Interfunds
Deferred Charges to Future Taxation:
Funded
Unfunded

LIABILITIES, RESERVES AND FUND BALANCE

General Serial Bonds
Waste Water Treatment Loans Payable
Bond Anticipation Notes
Improvement Authorizations:
Funded
Unfunded
Capital Improvement Fund
Reserve for:
Voluntary Agreements
Fund Balance

Bonds and Notes Authorized but Not Issued

See accompanying notes to financial statements,

C-12
C-11
C-10

C-7
C-8

C-4
C-1

C-13

Balance
Dec. 31, 2010

$ 701,838.49
113,342.97
2,526.94

7,208,952.40
8,492,052.86

$ 16,519,811.66

(@]

Balance
Dec. 31, 2009

$  164,534.93
37,634.17
51,800.15

8,528,843.91
8,170,765.80

$ 16,953 658.76

$ 5,970,000.00
1,239,952.40
5,484,240.00

33,341.17
3,110,221.30
69,169.13

113,342.87
499,544.69

$ 16,519,811.66

$ 6,915,000.00
1,613,843.91
4,807,698.00

383,722.57

2,997.018.20
53,469.13

182,916.85

$ 3,198,385.00

$ 16,953,668.76

$ 3,363,067.60




BOROUGH OF NEW PROVIDENCE

GENERAL CAPITAL FUND

STATEMENT OF FUND BALANCE

Balance December 31, 2009
Increased by:

Premium on Sale of Notes
Cancelled Funded Improvement Autharizations

Decreased by:
Current Fund Budget Revenue

Balance December 31, 2010

See accompanying notes to financial statements.

$ 35,488.85

451,139.09

$182,916.95

496,627.74

T679,544.69

180,000.00

$ 499,544.69
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ASSETS

Buildings and Construction
Machinery and Equipment
Land Improvements

Underground Eqguipment and Utilities

RESERVES

Investment in Capital Fixed Assets

BOROUGH OF NEW PROVIDENCE
GENERAL FIXED ASSETS

COMPARATIVE BALANCE SHEETS

Balance
Dec. 31, 2010

$ 11,4086,253.59
4,747,847 .24
266,641.45

1,163,811.00

$ 17,584,453.28

o

Balance
Dec. 31, 2009

$ 11,408,253.59
4,622,565.12
266,541.45

1,163,811.00

$ 17,584453.28

$ 17,459,161.16

$ 17.458.161.16

See accompanying notes to financial statements.
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BEROUGH OF NEW PROVIDENCE
FAYROLL FUND

COMPARATIVE BALANCE SHEETS

Balance
ASSETS Ref. Dec. 31, 2010
Cash E-1 $ 39,116.68
$ 39,116.88
LIABILITIES
Payroll Deductions Payable E-2 3 39,116.68
S 3911668

See accompanying notes to financial statements.

Irm

Balance
Dec. 31. 2006

$ 41,136.41

$ 41,136.41

3 4113641

$ 41,136.41
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NOTES TO FINANCIAL STATEMENTS
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BOROUGH OF NEW PROVIDENCE

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Borough of New Providence operates under the Mayor-Council ferm of government. There are six
elected members on the Council. Each is elected to a three year term. The Mayor is elected in a
general election for a four year term. The Mayor carries a legislative vote only if there is a tie amongst
Council members.

Geovernmental Accounting Standards Board (GASB) Statement No. 14 establishes certain standards for
defining and reporting on the financial reporting entity. In accordance with these standards, the
reporting entity should include the primary government and those component units which are fiscally
accountable to the primary government.

The financial statements of the Borough of New Providence include every board, body, office or
commissian supported and maintained whelly or in part by funds appropriated by the Borough, as
required by the provisions of N.J.S.A. 40A:5-5. The financial statements, however, do not include the
operations of the Municipal Library, which is a separate entity subject to a separate examination.

Description of Funds

The Governmental Accounting Standards Board (GASB) is the recognized standard setting body for
establishing governmental accounting and financial reporting principles. The GASB establishes seven
fund types and two account groups to be used by governmental units when reporting financial position
and results of operations in accordance with accounting principles generally accepted in the United
States of America (GAAP).

The accounting policies of the Borough of New Providence conform to the accounting principles
applicabte to municipalities which have been prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey. Such principles and practices are designed
primarily for determining compliance with legal provisions and budgetary restrictions and as a means of
reporting on the stewardship of public officials with respect to public funds. Under this method of
accounting, the Borough of New Providence accounts for its financial transactions through the following
separate funds which differ from the fund structure required by generally accepted accounting
principles.

Current Fund - Encompasses resources and expenditures for basic governmental operations.
Fiscal activity of Federal and State grant programs are reflected in a segregated section of the
Current Fund.

Trust Funds - The records of receipts, disbursements and custodianship of monies in accordance
with the purpose for which each account was created are maintained in Trust Funds. These
include the Assessment Trust Fund, Animal Control Fund and General Trust Fund.

General Capital Fund - The receipts and expenditure records for the acquisition of general
infrastructure and other capital facilities, other than those acquired in the Current Fund, are
maintained in this Fund, as well as, related long-term debt accounts.

25



1.

B.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Description of Funds {Continued)

Payroll Fund - Net salaries, certain payroll deductions and social security contributions of the
municipal operations are deposited into the Payrcll Fund, A Payrell Fund does not exist under
GAAP.

Free Public Library - Budget Appropriations and State Aid are transferred to the Free Public
Library bank account and are expended with the approval of the Library for its purposes. Interest
on investments, Library fines and other revenue are retained by the Library for its purposes.
Interest on investments, Library fines and other revenue are retained by the Library and expenses
therefrom. The Library is the subject of a separate report.

Capital Fixed Assefs Account - These accounts reflect estimated valuations of land, buildings and
ceriain movable fixed assets of the Borough as discussed under the caption of “Basis of
Accounting”.

Basis of Accounting

The accounting principles and practices prescribed for municipalites by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey, differ in cartain respects
from accounting principles generally accepted in the United States of America. The accounting system
is maintained on the modified accrual basis with certain exceptions. Significant accounting pelicies in
New Jersey are summarized as follows:

Property Taxes and Other Revenue

Property taxes and other revenue are realized when collected in cash or approved by regulation
for accrual from certain sources of the Stafe of New Jersey and the Federat Government.
Accruals of taxes and other revenue are otherwise deferred as io realization by the
establishment of offsetting reserve accounts. GAAP requires such revenue to be recognized in
the accounting pericd when they become susceptible to accrual, reduced by an allowance for
doubtful accounts.

Grant Revenue

Federal and State grants, entitlements or shared revenue received for purposes normally
financed through the Current Fund are recognized when anticipated in the Borough of New
Providence budget. GAAP requires such revenug to be recognized in the accounting pericd
when they become susceptible to accrual.

Expenditures

Expenditures for general and utility operations are generally recorded on the accrual basis.
Unexpended appropriation balances, except for amounts which may have been cancelled by the
governing body or by statutory regulation, are automatically recorded as liabilities at December
31% of each year, under the title of “Appropriation Reserves’.

Grant appropriations are charged upon budget adoption or amendment to create spending
reserves.

Budgeted transfers fo the Capital Improvement Fund are recorded as expenditures to the extent
permitted by law.

Expenditures from Trust and Capital Funds are recorded upon occurrence and charged to
accounts statutorily established for specific purposes.
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1.

C.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Accounting {Continued)

Expenditures (Continued)

Budget appropriations for inferest on General Capital Long-Term Debt is raised on the cash
basis and is not accruad on the records; interest on Utility Debt is raised on the accrual basis
and so recorded.

GAAP requires expenditures to be recognized in the accounting period in which the fund liabifity
is incurred, if measurable, except for unmatured interest on general long-term debt, which
should be recognized when due.

Encumbrances

As of January 1, 1986 all local units were required by Technical Accounting Directive No. 85-1,
as promulgated by the Division of Local Government Services, to maintain an encumbrance
accounting system. The directive states that contractual orders outstanding at December 31,
are reported as expenditures through the establishment of an encumbrance payable.
Encumbrances do not constitute expenditures under GAAP.

Appropriation Reserves

Appropriation reserves are available, untit lapsed at the close of the succeeding year, to meet
specific claims, commitments or contracts incurred during the preceding year. Lapsed
appropriation reserves are recorded as additions to income. Appropriation reserves do not exist
under GAAP,

Compensated Absences

Expenditures relating to obligations for unused vested accumulated sick, vacation and
compensatory pay are not recorded until paid. GAAP requires that the amount that would
normally be liguidated with expendable available financial resources be recorded as an
expenditure in the operating funds and the remaining obligations be recorded as a long-term
obtigation.

Property Acquired for Taxes

Property Acquired for Taxes (Foreclosed Property) is recorded in the Current Fund at the
assessed valuation during the year when such property was acquired by deed or foreclosure
and is offset by a corresponding reserve account. GAAP requires such property to be recorded
in the capital fixed assets at market value on the date of acquisition.

Self-Insurance Contributions

Contributions to self-insurance funds are charged to budget appropriations. GAAP requires that
payments be accounted for as an operating transfer and not as an expenditure.

Interfunds Receivable

interfunds Receivabie in the Current Fund are generally recorded with offsetting reserves which
are established by charges to operations. Collections are recognized as income in the year that
the receivables are realized. Interfunds Receivable of all other funds are recorded as accrued
and are not offset with reserve accounts. Interfunds Receivable of one fund are offset with
interfunds Payable of the corresponding fund. GAAP does not require the establishment of an
offsetting reserve.
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1.

C.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Accounting (Continued)

Inventories of Supplies

Materials and supplies purchased by all funds are recorded as expenditures.

An annual inventery of materials and supplies for the municipal utilities is required, by regulation,
to be prepared by municipal personnel for inclusion on the Utility Operating Fund balance sheet,
Annual changes in valuations, offset with a Reserve Account, are not considered as affecting
results of operations. Materials and supplies of other funds are not inventoried nor included on
their respective balance sheets. The Borough of New Providence does not maintain a utility,
therefore no inventories are required.

Capital Fixed Assets

General:

In accordance with Technical Accounting Directive No. 85-2, Accounting for Governmental
Fixed Assets, as promulgated by the Division of Local Government Services, which differs
in certain respects from generally accepted accounting principles, the Borough of New
Providence has developed a fixed asset accounting and reporting system.

GAAP requires that capital fixed asseils be capitalized at historical or estimated historical
cost if historical cost is not available,

Capital fixed assets used in governmential operations {general fixed assets) are accounted
for in the Capital Fixed Assets. Public domain (‘infrastructure”) capital fixed assets
consisting of certain improvements other than buildings, such as roads, bridges, curbs and
gutters, streets and sidewalks and drainage systems are not capitalized.

Acquisitions of land, buildings, machinery, equipment and other capital assets are recorded
on a perpetual fixed asset record.

Vehicles, furniture, equipment and other items are reflected at replacement values at time
of inventory preparation. Additions to the established capital fixed assets are valued at
cost.

Depreciation of assets is not recordad as an operating expense of the Borough.
Utilities:

Capital acquisitions, including utility infrastructure costs of municipal utilities, are recorded
at cost upon purchase or project completion in the Fixed Capital Account of the utilities.
The Fixed Capital Accounts are adjusted for dispositions or abandonments. The accounts
include movable fixed assets of the Utility, but are not specifically identified and are
censidered as duplicated in the Capital Fixed Assets. The duplication is considered as
insignificant on-its effect on the financial statements taken as a whole.

Utitity improvements that may have been constructed by deveiopers are not recorded as
additions toc Fixed Capital.

Fixed Capital of the Utilities are offset by accumulations in Amortization Reserve Accounts.
The accumulations represent costs of fixed assets purchased with budgeted funds or
acquired by gift as well as grants, developer contributions or liquidations of related bonded
debt and cther liabilities incurred upon fixed asset acquisition. No utilities are operated by
the Borough of New Providence.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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 of New
Providence presents the financial statements listed in the table of contents which are required by the
Divisicn of Local Government Services and which differ from the financial statements required by
GAAP. In addition, the Division requires the financial statementis listed in the table of contents to be
referenced to the supplementary schedules. This practice differs from GAAP.

CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash and Cash Equivalents

New Jersey statutes permit the depaosit of public funds in institutions located in New Jersey, which are
insured by the Federal Deposit insurance Corporation (FDIC) or any other agencies of the United States
that insures deposits or the State of New Jersey Cash Management Fund.

The State of New Jersey Cash Management Fund is authorized by statute and regulations of the State
Investment Council to invest in fixed income and debt securities which mature or are redeemed within
one year. Twenty-five percent of the Fund may be invested in eligible securities which mature within
two years provided, however, the average maturity of all investments in the Fund shall not exceed one
year. Collateralization of Fund Investments is generally not reguired.

In addition, by regulation of the Division of Local Government Services, municipalities are allowed to
deposit funds in Municipal Bond Insurance Association (MBIA) through their investment management
company, the Municipal Investors Service Corporation.

In accordance with the provisions of the Governmental Unit Deposit Protection Act of New Jersey,
(*"GUDPA"), public depositories are required to maintain collateral for deposits of public funds that
exceed insurance limits as follows:

The market value of the collateral must equal five percent of the average daily balance of pubiic
funds or

If the public funds deposited exceed 75 percent of the capital funds of the depository, the
depositery must provide collateral having a market value equal to 100 percent of the amount
exceeding 75 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 $25,000,000.00.
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B,

CASH, CASH EQUIVALENTS AND INVESTMENTS (Continued)
Investments
New Jersey statutes permit the Borough to purchase the following types of securities:

. Bonds or other obligatiohs of the United States or obligations guaranteed by the United
States of America. This includes instruments such as Treasury bills, notes and bonds.

. Governmental money market mutual funds.

. Any Federal agency or instrumentality obligation authorized by Congress that matures
within 397 days from the date of purchase, and has a fixed rate of interest not dependent
on any index or external factors.

Bonds or other obligations of the local unit or schoo! districts of which the local unit is a
part.

. Any other obligations with maturities not exceeding 397 days, as permitted by the Division
of Investments.

. Local government investment poocls, such as New Jersey CLASS, and the New Jersey
Arbitrage Rebate Management Program.

. New Jersey State Cash Management Fund.
Repurchase agreements of fully collateralized securities, subject to speciat conditions.

In addition, a variety of State laws permit local governments to invest in a wide range of obligations
issued by State governments and its agencies.

As of December 31, 2010, the Borough had funds on deposit in checking and cash management
accounts. The amount of the Borough’s Cash and Cash Eguivalents as of December 31, 2010 was
$6,383,230.87. These funds constitute “deposits with financial institutions” as defined by GASB
Statement No. 40. There were no securities categorized as investment as defined by GASE Statement
No. 40.

TAXES AND TAX TITLE LIENS RECEIVABLE

Property assessments are determined on true values and taxes are assessed based upon these values.
The residential tax bill includes the levies for the Borough, County and School purposes. Certified
adopted budgets are submitted to the County Beoard of Taxation by each taxing district. The tax rate is
determined by the board upon the filing of these budgets.

The tax bills are mailed by the Tax Collector annually in June and are payahle in four quarterly
installments due the first of August and November of the current year and a preliminary billing due the
first of February and May of the subsequent year. The August and November billings represent the third
and fourth quarter installments and are calculated by taking the total year tax levy less the preliminary
first and second quarter installments due February and May. The preliminary levy is based cn one-half
of the current year's total tax. '
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TAXES AND TAX TITLE LIENS RECEIVABLE (Continued)

Tax instaltments not paid by the above due dates are subject to interest penalties determined by a
resolution of the governing body. The rate of interest in accordance with the aforementioned resolution
is 8% per annum on the first $1,500.00 of delinquency and 18% on any delinquency in excess of
$1,500.00. The governing body may also fix a penalty to be charged to a taxpayer with a delinquency in
excess of $10,000.00 who fails to pay that delinquency as billed prior to the end of the fiscal year. The
penalty so fixed shali not exceed 6% of the amount of the delinguency with respect to each most recent
fiscal year only. The resolution also sets a grace period of ten days before interest is calculated.

Taxes unpaid on the 11 day of the eleventh month in the fiscal year when the taxes become in arrears
are subject to the tax sale provisions of the New Jersey statutes, The municipality may institute in rem
foreclosure proceedings after six months from the date of the sale if the lien has not been redeemed.

The following is a five year comparison of certain statistical information relative to property taxes and
property tax collections for the current and previous four years.

Comparative Schedule of Tax Rates

2010 2009 2008 2007 2006
Tax Rate 3 4.082 $ 3.903 $ 3.739 $ 3.582 $ 3,395
Apportionment of
Tax Rate:
Municipal $ 0.8280 $ 0.856 $ 0.815 $ 0.750 $ 0.708
Municipal Open
Space 0.002 0.002 0.010 0.010 0.010
County 0.739 0.687 0.632 0.618 0.598
County Open
Space 0.030 0.030 0.029 0.028 0.026
Scheol 2.421 2.328 2253 2.176 2063
Net Valuation Taxable
Year Amount
2010 $ 1,294,367,988.00
2009 1,297,143,937.00
2008 1,297,140,632.00
2007 1,294,153,494.00
2006 1,304,250,208.00

Comparison of Tax Levies and Collections

Percentage
of

Year Tax Levy Collections Collections
2010 * $ 53,062,716.95 $ 52,856,696.58 99.61 %
2009 * 51,026,148.60 50,690,570.28 99.34
2008 * : 48,714,651.46 48,441.643.27 99.43
2007 * 46,622,626.79 46,390,617.98 99.50
20086 44,508,074.59 44,221,884 .10 99.36

*Includes Special Improvement District Taxes.
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3. TAXES AND TAX TITLE LIENS RECEIVABLE (Continued)

Delinguent Taxes and Tax Title Liens

Amount of Amount of Percentage

Tax Title Delinguent Total of
Year Liens Taxes Delinguent Tax Levy
2010 * $127,569.26 $ 157,580.10 $ 285,149.36 0.54 %
2009 ~ 116,481.10 256,292.76 372,773.86 0.73
2008 * 105,272.00 215,5633.43 320,805.43 0.65
2007 * 95,722.59 214,290.63 310,013.22 0.66

2006 87,391.58 183,669.61 271,061.19 0.61

*Includes Special Improvement District Taxes.

4. SPECIAL IMPROVEMENT DISTRICT
The Special Improvement District is a separate entity which was established in 2007 The Special
Improvement District has a budget which is based on the assessed value of a number of designated
property owners in the Borough. The rate for 2010 is $0.319.

5.  PROPERTY ACQUIRED BY TAX TITLE LIEN LIQUIDATION

The value of property acquired by liquidation of tax title liens, on the basis of the last assessed valuation
of such properties in the year of acquisition, was as follows:

Year Amount

2010 $11,955.00
2009 11,955.00
2008 11,965.00
2007 11,955.00
2006 11,955.00

6. FUND BALANCE APPROPRIATED

Utilized in
Budget of
Succeeding

Year Dec. 31 Year
2010 $2,791,057.69 * $2,117,000.00
2009 2,324,184.30 1,800,000.00
2008 2,441,873.57 1,871,000.00
2007 1,803,897.85 1,310,000.00
20086 2,599,275.64 2,265,406.00

*Introduced Budget



PENSION PLANS

Description of Systems

Substantially all of the Borough's employees participate in one of the following contributory defined
benefit public employee retirement systems which have been established by State statute: the Public
Employees’ Retirement System (PERS) or the Police and Firemen's Retirement System (PFRS). These
systems are sponsored and administered by the New Jersey Division of Pensions and Benefits. The
Public Employees’ Retirement System and the Police and Firemen’s Retirement Systemn are considered
a cost sharing multiple-employer plan.

Public Employees’ Retirerment System:

The Public Employees’ Retirement System (PERS) was established in January, 1955 under the
provisions of N.J.S.A. 43115A to provide coverage including post-retirement health care to
substantially all full-time employees of the State or any county, municipality, school district or
public agency provided the employee is not a member of another State-administered retirement
system. Membership is mandatory for such employees and vesting occurs after 8 to 10 years of
service and 25 years for health care coverage. Members are eligible for retirement at age 60 with
an annual benefit generally determined to be 1/55" of the average annual compensation for the
highest three fiscal years’ compensation for each year of membership during years of creditable
service. Pension benefits for members enrolled in the system after May 21, 2010 would be based
on 1/60" of the average annual compensation for the last five years of service or any five fiscal
years of membership that provide the largest benefit to the member of the member's beneficiary.
Early retirement is available to those under age 60 with 25 or more years of credited service.
Anyone who retires early and is under age 55 receives retirement benefits as calculated in the
above-mentioned formula but at a reduced rate (one quarter of one percent for each month the
meamber lacks of attaining age 55).

Police and Firemen's Retirement System:

The Police and Firemen's Retirement System (PFRS) was established in July 1844 under the
provisions of N.J.S.A. 43:18A to provide coverage to substantially all full-time county and
municipal police or firemen and State firemen appointed after June 30, 1944, Membership is
mandatory for such employees. Members may opt for Service Retirement if over age 55 or
Special Retirement at any age if they have a minimum of 25 years of service or 20 years of
service if enrolled in the PFRS as of January 18, 2000. Retirement benafits vary depending on
age and years of service.

Chapter 428, Public Law of 1999, effective January 18, 2000, aliows a member, age 55 and older
with 20 or more years of service, to retire with a benefit equaling 50% of final compensation, in
lieu of the regular retirement allowance available to the member. Final compensation means the
compensation received by the member in the last twelve months of creditable service preceding
retirement.

In addition, a member of the system as of the effective date of this law may retire with 20 or more
years of service with a retirement allowance of 50% of final compensation, regardless of age,
and, if required to retire because of attaining the mandatory retirement age of 65, an additional
3% of final compensation for every additional year of creditable service up to 25 years.
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PENSION PLANS (Continued)

Contributions Required and Made

Contributions made by employees for PERS is 5.5% and PFRS is 8.5% of their base wages. Employer
contributions are actuarially determined on an annual basis by the Division of Pensions. Contributions
to the plan for the past three (3) years are as follows:

PERS PFRS
Year Borough Employees Borough Employees
2010 $248,782.95 $172,851.17 $521,279.82 $198,452.4¢
2009 240,370.00 167,984.89 503,852.00 198,730.49
2008 186,054.40 164,365.65 485,496.00 192,327 24

DEFINED CONTRIBUTION RETIREMENT PROGRAM

Description of System

The Defined Contribution Retirement Program (DCRP) was established on July 1, 2007 for certain
public employees under the provisions of Chapter 92, P.L. 2007 and Chapter 103, P.L. 2007 and
provides eligible members, with 2 minimum base salary of $1,500.00 or more, with a tax-sheltered,
defined contribution retirement benefit, in addition to life insurance and disability coverage. As of May
21, 2010, the minimum base salary required for eligibility in the DCRP was increased to $5,000.00. The
DCRP is jointly administered by the Division of Pensions and Benefits and Prudential Financial.

If the eligible elected or appaointed official will earn less than $5,000.00 annually, the official may choose
to waive participation in the DCRP for that office or position. This waiver is irrevocable,

This retirement program is a new pension system where the value of the pension is based on the
amount of the contribulion made by the employee and employer and through investment earnings. it is
similar to a Deferred Compensation Program where the employee has a portion of tax deferred salary
placed into an account that the employee manages through investment options provided by the
employer,

The law requires that three classes of employees enroll in the DCRP detailed as follows:

+ All elected officials taking office on or after July 1, 2007, except that a person who is reelected
to an elected office held prior to that date without a break in service may remain in the Public
Employees’ Retirement System (PERS).

+ A Governor appointee with the advice and consent of the Legislature or who serves at the
pleasure of the Governor only during that Governor's term of office.

» Other employees commencing service after July 1, 2007, pursuant to an appointment by an
elected official or elected governing body which include the statutory untenured chief
administrative officer such as the Business Administrator, County Administrator or Municipal or
County Manager, Department Heads, Legal Counsel, Municipal or County Engineer, Municipal
Prosecutor and the Municipal Court Judge.

Notwithstanding the foregoing requirements other employees who hold a professional license or
certificate or meet other exceptions are permitted to remain to join or remain in PERS.
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DEFINED CONTRIBUTION RETIREMENT PROGRAM (Continued)

Contributions Required

Contributions made by employees for DCRP are currently at 5.5% of their base wages. Member
confributions are matched by a 3.0% employer contribution.

During the year 2010 there were no employees enrolled in the DCRP.

POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS

Plan Description: The Borough wilt provide for all non-bargaining personnel hospitalization upon
retirement, (as defined by PERS) in accordance with the following criteria. A combination of age at
retirement and a minimum of fifieen (15) years service with the Borough, will be the basis for
determining eligibility and length of coverage. Borough personnel who were originally hired as part time
employees and subsequently became full fime are eligible for consideratiocn dependent upon date
hefshe joined PERS plan.

Age Determination: The number of points an employse earns for age will be calculated by year of
retirement less year of birth up to a maximum of seventy points.

Service Determination: The number of points an employee earns for service will be calculated as one
per year for each year of service.

Physical Disability Retirement. [n the event an employee retires due to physical disability, said
employee could earn additional points for age up 10 a maximum of ten points or a total age points of
seventy.

Length of Coverage:

{1} Inthe event an employee has earned one hundred points or more lifefime hospitalization will
be paid by the Borough for the employee and his/her eligible dependents, at a cost not to
exceed $15,000 per year. Upon death of the employee, coverage will continue for the
surviving spouse until hisfher 85" birthday. Upen the death of the employee if there is no
surviving spouse coverage will cease at that point.

(2) In the event an employee has earned a minimum of eighty points, the Borough will provide
hospitalization up to a cumulative cost of $10,000 per employee or for the employee and
eligible dependents. These payments will be made in the form of monthly premium
contributions or if the employee had been pariicipating in the benefit waiver program in
accordance with IRC-125, payments will be made on a quarterly basis in accordance with
Borough policy.

(3) In the event an employee has earned less than a minimum of eighty points, the Borough will
provide hospitalization up to a cumulative cost of $5,000 per employee or for the employee
and eligible dependents. These payments will be made in the form of monthly premium
contributions or if the employee had been participating in the benefit waiver program in
accordance with IRC-125, payments will be made on a quarterly basis in accordance with
Borough policy.

Funding: The Borough contributes up to a maximum of $15,000.00 per year for each plan member. For
the year 2010, the Borough contributed $17,564.00 to the plan for two individuals.
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POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS {Continued)

Annual OQPEB Cost and Net OPEB Qbligation: The Borough's annual other post-employment benefit
{OPEB) cost (expense} is calculated based on the annual required contribution of the employer (ARC).
The Borough has calculated the ARC and related information using the Projected Unit Credit method.
Under this method, an actuarial accrued liability is determined as the actuarial present value of the
portion of projecied benefits which is allocated te service before the current plan year. In addition, a
normal cost is determined as the actuarial present value of the portion of projected benefits which is
altocated to service in the current plan year for each active participant under the assumead retirement
age. The following table shows the components of the Borough's annual QPEB cost for the year, the
amount actually contributed to the plan, and changes in the Borough's net OPEB obligation to the
Retiree Health Plan:

Annual Required Contribution 3 33,507.00
Annual OPEB Cost {Expense) ' 33,507.00
Contributicns Made (17,564.00)
Increase in Net OPEB Obligation 15,943.00

Net OPEB Obligation - Beginning of Year -

Net OPEB Obligation - End of Year $ 15,943.00

The Borough's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the
net OPEB obligation for the year 2010 is as follows:

Percentage
of Annual Net
Year Annual Cost OPEB
Ending OPEB Cost Conftributed Obligation
12/31/08 $33,807.00 100% $15,943.00

Funding Status and Funding Progress: As of December 31, 2009, the municipality calculated that the
accrued liability for benefits was $988,461.00, all of which was unfunded. The covered payroll {annual
payroll of active employaes covered by the plan) was $7,065,055.16.

The projection of future benefit payments for an ongoing plan involves estimated of the value or
reported amounts and assumptions about the probability of occurrence of events far into the future,
Examples include assumptions about fulure employment, mortality and the healthcare cost trend.
Amounts determined regarding the funded status of the plan and the annual required contribution of the
employer are subject to continual revision as actual results are compared with past expectations and
new estimates are made about the future. The schedule of funding progress, presented as required
supplementary information presents multiyear frend information about whether the actuarial value of
plan assets is increasing or decreasing over time relfative to the actuarial accrued liabilities for benefits.

Methods and Assumptions: Projections of benefits for financial reporting purposes are based on the
substantive plan (the plan as understood by the employer and plan members) and includes the types of
benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs
between the employer and plan members to that point. The methods and assumptions used include
techniques that are designed to reduce the effects of short-term volatility in actuarial accrued liabilities
and the actuarial value of assets, consistent with the long-term prospective of the calculations.
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9. POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS (Continued)
The following simplifying assumptions were made:;

Retirement age for active employees - 100% of Police Officers are assumed to retire at age 65
(which is mandated under New Jersey State law, regardless of service, 100% of the other union
eligible employees are assumed to retire at age 65, regardless of service and under the
Personnel Policy Handbook, the Borcugh will provide for all non-bargaining personnel
hospitalization upon retirement (as defined by PERS) in accordance with the following criteria. A
combination of age at retirement and a minimum of fitteen (15) years of service with the Borough
with the cost not to exceed $15,000.00, $10,000.00 or $5,000.00, the amount to be determined
in accordance with the amount of points earned.

Mortality - Life expectancies were estimated until age eighty-five (85) or twenty (20) years of post
retirement for healthy and disabled participants. No retirement death benefits were valued,
specially the "in-the-line of duty” death benefit for police.

Benefits - The valuation projects the cost to the Borough of providing medical benefits to
employees who remain in the medical plan after retirement. Future retirees are assumed to
remain the same medical plan they were covered under while active.

Healthcare Cost Trend Rate - The expected rate of increase in healthcare insurance premiums
was based on projecticns using a rate of 8%.

Heaith Insurance Premiums - 2010 health insurance premiums for retirees were used as the
basis for calculation of the present value of total benefits to be paid.

The investment return assumption (discount rate) should be the estimated long-term investment
yield on the investments that are expected to be used to finance the payments of benefits. The
investments expected to be used to finance payments of benefits would be plan assets for
funded plans, assets of the employer for pay-as-you-go plans or a proportionate combination of
the two for plans that are being partially funded. A discount rate of 5.2770% for purposes of
developing the liabilities and Annual Required contribution on the basis that the Plan would not
be funded. This rate is derived from the historical performance of the United States Treasury.

Schedule of Funding Progress for the Retiree Health Plan

Actuarial
Accrued
Liabiiity
Actuarial  Actuarial (AAL) - Unfunded
Valuation Value of Simplified AAL Funded Covered
Date - Assets Entry Age {UAAL) Ratio Payroll

12/31/08 - $1,006,025.00 $988,461.00 1.00% $7,065,0565.18



10.

MUNICIPAL DEBT

The Local Bond Law governs the issuance of bonds and notes to finance generaf capital expenditures.
All bonds are retired in serial installments within the statutory pericd of usefulness, Bonds issued by the
Borough are general obligation bonds, backed by the full faith and credit of the Borough. Pursuant to
N.J.S.A 40A:2-8, bond anticipation notes, which are issued to temporarily finance capital projects,
cannot be renewed past the third anniversary unless an amount equal to at least the first legally
required installment is paid prior to each anniversary and must he paid off within ten years and five
months or retired by the issuance of bonds.

Summary of Municipal Debt {Excluding Current, Operating and School Debt)

Year 2010 Year 2009 Year 2008
Issued
General:
Bonds $ 5,970,000.00 $ 6,915,000.00 $ 7,820,000.00
Bond Anticipation Note 5,484,240.00 4,807,698.00 4,978,867.00
Waste Water Treatment
Loans 1,239,052.40 1,613,843.91 1,979,408.30
Total Issued 12,694,192.40 13,336,541.91 . 14,778,275.30
Authorized but Not issued
General Bonds and Notes 3,198,385.00 3,363,067.60 2,895,667 .60
Net Bonds and Notes [ssued
and Authorized but Not
lssued $15,892 577.40 $16,699,609.51 $17,673,942.90

Summary of Statutory Debt Condition - Annual Debt Statement

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 0.607%.

Gross Debt Deductions Net Debt
Local Schoo! District Debt $14,055,000.00 $14,055,000.00 $
General Debt 15,862,577.40 190,572.14 15,702,005.26
$29,947 577.40 $14,245,572.14 $15,702,005.26

Net debt, $15,702,005.26 divided by Equalized Valuation Basis per N.J.S.A. 40A:2-2 as amended,
$2,586,052,392.00 equals 0.807%.

Borrowing Power Under N.J.S.A. 40A:2-6 as Amended

3 1/2% of Equalized Valuaticn Basis $90,511,833.72
Net Debt 15,702,005.26
Remaining Borrowing Power ' ' $74,809,828.46
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10. MUNICIPAL DEBT (Continued}

School Debt Deductions

School Debt is deductible up to the extent of 4% of the Average Equalized Assessed Valuations of real
property for the Local School District.

The foregoing debt information is in agreement with the Revised Annual Debt Statement filed by the
Borough's Chief Financial Officer.

Serial Bonds
As of December 31, 2010, the Borough's long-term debt is as follows:

$2,340,000, 2001 General Obligation Bonds due in annual
installments of $175,000 to $200,000 through July 15,
2015, interest at 4 250% to 4.625% $ 940,000.00
Bonds maturing on or after July 15, 2609 are subject to

redemution (callable) pricr to their stated maturities.

34,600,000, 2004 Refunding Bonds due in annual
installments of $340,000 to $535,000 through
Cctober 15, 2013, interest at 3.500% to 4.000% 1,410,000.00
$4,165,000, 2006 General Qbligation Bonds due in

annuat installments of $260,000 to $340,000 through

August 1, 2021, interest at 4.125% to 4.250% 3,620,000.00

$5,970,000.00

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

$7.109,362.52

$5,870,000.00

and Qutstanding

Date Total Principal [nterest

2011 $1,214,881.26 $ 970,000.00 $ 24488126
2012 1,255,318.76 1,050,000.00 205,318.78
2013 1,044,912.50 880,000.00 164,812.50
2014 669,137.50 540,000.00 128,137.50
2015 636,112.50 530,000.00 106,112.50
20186 423,300.00 340,000.00 83,300.00
2017 409 27500 340,000.00 65,275.00
2018 395,250.00 340,000.00 55,250.00
2019 381,225.00 340,000.00 41,225.00
2020 367,200.00 340,000.00 27,200.00
2021 312,750.00 300,000.00 12,750.00

$1,139,362.52
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10. MUNICIPAL DEBT (Continued)

Waste Water Treaiment Loan

The Borough of New Providence entered into two loan agreements, as evidenced by Resolution
Number 94-134 adopted August 8, 1994, with the New Jersey Waste Water Treatment Trust (the Trust
Loan) and the State of New Jersey, acting by and through the Department of Environmental Protection

and Energy, (the Fund Loan}. The purpose of these loans is to finance the construction of a Waste
Water Treatment Facility.

The Borough made drawdowns against these loans for eligible expenditures as stated in the loan
agreements after the expenditures had been incurred.
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10. MUNICIPAL DEBT (Continued)

Bond Anticipation Notes

General Capital Fund:

Interest
Rate Amount
Various - 1.37% $1,070,240.00
Various - 1.50% 4.018,100.00
Various - 1.92% 394,900.00

$ 5,484,240.00

Statutory requirements for providing sums equivalent to legally payable installments for the redemption
of notes (budget appropriations} and permanent funding (bond issues) are summarized as follows:

Funding

Original Legal Required
Note Instaliment as of
Issued Due May 1
2007 2010 - 2017 2018
2008 2011 - 2018 2019
2010 2013 - 2020 20214

Bonds and Notes Authorized but Not [ssued

There were Bonds and Notes Authorized but Not Issued in the following amount:

Balance
Dec. 31, 2010

General Capital Fund $3,198,385.00

11. INTERFUNDS RECEIVABLE AND PAYABLE

As of December 31, 2010, interfunds receivable and payable that resulted from various interfund
transactions were as follows:

Due from Due to

Fund Other Funds Other Funds

Current Fund $ 15295 $ 514554
Federal and State Grant Fund 3,025.80
Assessment Trust Fund 592 .80

General Trust Fund 152.95
General Capital Fund 2,526.94

$ 6,208.49 $ 6,298.49
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12,

13.

14.

15.

16.

DEFERRED COMPENSATION PLAN

The Borough of New Providence offers its employees a Deferred Compensation Plan created in
accordance with the provisions of N.J.S. 40:15B-1 et seq., and the Internal Revenue Code, Section 457.
The plan, available o all municipal employees, permits them to defer a portion of their salary until future
years. The deferred compensation is not available to employees until termination, retirement, death or
unforeseeable emergency.

Statutery and regulatery reguirements governing the establishmant and operation of Deferred
Compensation Plans have heen codified in the New Jersey Administrative Code under the reference
N.JAC. 5:37.

The “Small Business Job Protective Act of 1998 revised several provisions of Section 457 of the
Internal Revenue Code. A provision of the act required that all existing plans be modified to provide that
the funds be held for the exclusive benefit of the participating employees and their beneficiaries.

The Borough of New Providence authorized such modifications to their plan by resolution of the
Borough Council adopted January 11, 1999,

The Administrator for the Borough of New Providence Deferred Compensation Plan is Nationwide
Retirement Solutions, Lincoin Financial and Met Life - Citistreet.

RISK MANAGEMENT

The Borough has contracted with a privaie insurance carrier related to risks for losses related to Auto,
General Liability, Workmen's Comypensation, Property Damage and Public Officials Liability. The
coverage is subject to certain policy limits and deductible amounts. The coverage is designed to
minimize the impact of any potential losses to the Borough for matters which may have been caused or
related o the Borough or its employees.

SCHOOL TAXES

Regulations provide for the deferral of not more than 50% of the annual levy for local district school
taxes when these taxes are raised for a school year and have not been requisitioned by school
authorities. The Borough raises its share ot local school district taxes on a calendar year basis, thus
there is no deferral of school taxes.

DEFERRED CHARGES TO BE RAISED IN SUCCEEDING YEARS’ BUDGETS

Certain expenditures are required to be deferred to budgets of succeeding years. At December 31,
2010, there were no deferred charges shown on the bafance sheets of various funds.

CONTINGENT LIABILITIES

Compensated Absences

Eligible employees who retire with a pension under PERS or PFRS shall be entitled to receive Terminal
Leave. The number of Terminal Leave days will be based on the number of unused sick leave at the
time of retirement. Retiring PERS employees will remain on the payroll of the Borough based on one
day of base salary pay for every four days of accumulated unused sick leave up to 100 days; and 1 day
base salary pay for every 3 days of accumulated sick leave beyond 100 days subject to a maximum
payment. Retiring PFRS employees will remain on the payroll of the Borough based on 1 day of salary
pay for every 4 days of accumulated unused sick leave if the total days are below 100 or 1 day base
salary pay for every 3 days of accumulated unused sick leave if the total days are above 100, subject to
a maximum payment. The maximum payment for employees who retire under PERS is $12,000.00 and
under PFRS is $17,000.00. '
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16.

17.

CONTINGENT LIABILITIES (Continued)

Compensated Absences (Continued)

It is estimated that the sum of $110,567.30, computed internally at 2010 salary rates, would be payable
to 10 officials and employees of the Borough of New Providence as of December 31, 2010 for
accumulated sick days. This amount was not verified by audit.

Provisicns for the above arg not reflected on the Financial Statements of the Borough.

Federal and State Awards

The Borough participates in severa!l federal and state grant programs which are governed by various
rutes and regutations of the grantor agencies; therefore, to the extent that the Borough has not complied
with the ruies and regulations governing the grants, refunds of any money received may be required and
the collectibility of any related receivable at December 31, 2010 may be impaired. In the opinion of
management, there are no significant contingent liabilities relating to compliance with the rules and
regulations govering the respective grants; therefore, no provisions have been recorded in the
accompanying statutory basis financial statements for such contingencies.

Tax Appeals

There are seven appeals pending before the New Jersey Tax Court. As of December 31, 2010, the
Borough has established a Reserve for Tax Appeals in the amount of $308,045.08.

Judgments unfavorable to the Borough result in direct tax credits or refunds chargeable to current
operations. Judgments are also generally extended forward in reduction of assessed valuations for two
successive years and would further increase the liability of the Borough for tax credits or refunds.
County taxes paid on the reductions in assessed valuations are subject to credits at County rates
against the County Tax Levy of the year subsequent to the year in which the appeal is adjudicated.

Additional liability would be incurred for the payment of interest on refunds at statutory rates from the
date of any excess payments to the date of refund (N.J.S. 54:3-27.2).

Litigation
The Borough Attorney’s letter did not indicate any litigation, claims or contingent liabilities that are either

nat covered by the Borough's insurance carrier or would have a material financial impact on the
Borough.

Other Receivables

During 20089, the Borough entered into an agreement with a member of the Special Improvement District
for repayments for certain improvements of which the amounts received would be applied to Unfunded
Improvement Authorizations 07-13 and 08-13.
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BOROUGH OF NEVW PROVIDENCE
CURRENT FUND

CASH RECEIPTS AND DISBURSEMENTS

TREASURER
A-4
Federal and State
Ref. Regular Fund Grant Fund
Balance December 31, 2009 A $ 4,455988.03 $ 39,25873
Increased by Receipts:
Prepaid Revenue A 3 104,675.00 %
Miscellaneous Revenue Not
Anticipated A-2¢c 175,545.28
Collector A-5 53,174,306.29
Petty Cash Funds A-7 1,750.00
Due State of N.J. Senior Citizens'
and Veterans' Deductions A-8 113,677.40
Revenue Accounts Receivable A-12 2,933,733.29
Federal and State Grant
Receivable . A-15 238,740.85
Interfunds A-18,12 20,844.79 518.62
Reserve for Sale of Assets A-25 85.00
Reserve for Federal and State
Grants A-27 4,395.75
Contra ltem:
Library State Aid Contra 5,650.00
56,530,267.03 243,655.22
"760,986.255.06 28291385
Decreased by Disbursements:
Refund of Prior Year Revenue A-1 263417
Revenue Refunds A-2a 1,970.00
Open Space Municipal Tax A-2b 32,493.64
Budget Appropriations A-3 14,058,388.15
Petty Cash Funds A7 1,750.00
Appropriation Reserves A-16 445,022.32
Tax Overpayments A-17 92.971.70
Interfunds A-18,19 51,997.38 2,790.91
Reserve for Tax Appeals A-20 442 316.91
Local School District Tax A-21 31,325,234.00
County Taxes Payable A-22 10,013,604.04
Due to Special Improvement
District A-23 102,256.64
Reserve for Federal and Stats
Crants A-27 251,419.24
Contra ltem Contra 5,650.00
56,576,288.95 254 210.15

Balance December 31, 2010 A $ 4,409,968.11 $ 28,703.80



BOROUGH OF NEW PROVIDENCE
CURRENT FUND

CASH RECEIPTS AND DISBURSEMENTS

TAX COLLECTOR
Ref.
Receipis,
Miscellanecus Revenue Not Anticipated A-2¢
State of New Jersey Senior Citizen
Deductions A-8
Taxes Receivable A-9
Revenue Accounts Receivable A-12
Other Accounts Receivable A-14
Tax Overpayments A-17
Prepaid Taxes A-24
Disbursements:
Turnovers to Treasurer A-4

$

Current
Fund

239.66

250.00
52,831,428.67
55,280.44
4,610.19
80,756.34
192,740.99

53,174,306.29

53,174,306.29
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Department

Tax Collector
Clerk

Municipal Court

Department

Treasurer
Police Chief

Engineer

BOROUGH OF NEW PROVIDENCE

CURRENT FUND

CHANGE FUNDS

Balance
Dec. 31, 2009

§ 50.00
50.00

50.00

$ 150.00

Reference | A

PETTY CASH FUNDS

Funds
Authorized

¥ 750.00
50C.00

500.00

$ 1,750.00

Reference A-4

Balance
Dec. 31, 2010

$ 50.00
50.00

56.00

$ 150.00

A

Funds
Returned

$ 750.00

500.00

500.00

$ 1,750.00

A4
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BOROUGH OF NEW PROVIDENCE
CURRENT FUND

DUE TO STATE OF NEW JERSEY
CHAPTER 129, P.L. 1976

A-8
Ref.
Balance December 31, 2009 A $  1,354.02
Increased by:
Collections A-4 $113,677.40
Veterans' and Senior Citizens' Deductions
Disallowed by Tax Collector - Pricr Year A-5 250.00
113,927.40
115,281.42
Decreased by:
Veterans' and Senior Citizens' Deductions
FPer Tax Bitlings 113,000.00
Veterans' and Senior Citizens' Deductions
Allowed by Tax Collector 1,250.00
114,250.00
Less: Veterans' and Senior Citizens'
Disallowed by Tax Collector 904 .11
A-9 113,345.89

Balance December 31, 2010 A $ 1.,93553
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Balance December 31, 2009
Increased by:

Transfer from Taxes Receivable
Penalties

Balance December 31, 2010

BOROUGH OF NEW PROVIDENCE

CURRENT FUND

TAXTITLE LIENS

Ref.

A-9
A-14

$10,425.42

662.74

3 116,481.10

11,088.16

5 127.569.26
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BORQUGH OF NEW PROVIDENCE
CURRENT FUNBD

PROPERTY ACQUIRED FOR TAXES

(AT ASSESSED VALUE}
A-11
Ref.
Balance December 31, 2009 A $11,055.00
Balance December 31, 2010 A $ 11,955.00
Anatysis of Balance
Block - Lot Amount
41-36 $ 9,200.00
44-07 800.00
153-12 225.00
204-25 200.00
238-01 125.00
362-01 230.00
363-01 760.00
363-02 75.00
364-01 70.00
365-01 115.00
366-02 80.00
372-08 95.00

$11,955.00



Sgurce

Budget Revenue
Clerk:

ABC Licenses

Cat Licenses

Other Licenses

Parking Permits

Road Cpenings

Tree Removal

Tax Searches

Other Fees and Permils
Health Cfficer.

Licenses
Registrar of Vital Statistics:

Marriage Licenses

Certificaie Fees
Construction Cfficial;

Fees and Permits
Municipal Court:

Fines and Costs
Pofice Departmant:

Parking Meters

Fees and Permits
Fire Department.

Fire False Alarms

Smoke Deteclor Certifications

Uniform Fire Safety
Plarning Board:

Fees and Permils
Board of Adjustments;

Fees and Permits
Engineering Department:

Other Fees and Permits
Collector:

Interest and Costs on Taxes
Cahle TV - Franchise Fee
Sewer Rentals
Rental of Municipal-Owned Property
Library Reimbursements
Interest on Investments
Consolidated Municipal Propearty

Tax Relief
New Providence Special Improvement
District Premium
Berkeley Helghts 2009 Sewer Payment
Leaf Collection Revenue
Energy Receipts Tax
Capital Surplus

Reference

A-2a
A-2a

A-2a

A-2

A2
A-2a

A-2
A-2
A-2
A-2a
A-2a
A-2a
A-2

A-2
A2

A2
A-2

A2
A2

BORCUGH OF NEW PROVIDENCE
CURRENT FUND

REVENUE ACCOUNTS RECEIVABLE

-12
Balance 2010 Balance
Dec. 31,2009 Accruzals Collections Dec. 31, 2010
¥ $ 7,200.00 $ 7,200.00 $
1,526.00 1,525.00
220,00 2,905.00 2,885.00 240.00
5,080.00 155,675.00 155,385.00 5,380.00
3,755.00 3,510.00 245,00
2,205.00 2,205.00
90.00 S0.00
1,188.00 1,345.45 2,415.20 118.25
15,6875.00 15,300.00 375.00
3.00 132.00 132.00 3.00
2,880.00 2,625.00 2655.00
78,084.00 238,598.00 285,855.00 30,837.00
5,140.12 151,634.85 148,566.35 9,208.42
22,612.80 22,612.80
3,483.38 3,483.38
1,125.00 1,125.00
600,00 15,200.00 14,5000.00 1,300.00
1,825.00 18,573.15 14,228.15 6,170.00
1,300.00 1,300.00
16,810.00 16,810.00
18,285.00 18,285.00
55,280.44 55,280.44
138,830.82 139,830.82
2,010.00 176,025.97 175,895.97 2,140,00
64,747.86 64,747.86
63,000.00 63,000.00
25,151.86 25,151.86
133,847.00 133,847.00
70,750.00 70,750.00
148,698.90 148,698.90
41,950.00 44,800.00 150.00
1,169,972.00 1,169,972.00
180,000.00 180,000.00
$ 9517012 $ 2,950,265.28 $ 2,989,013.73 $ 56,421.87
A Reserve Below A
Ref.
Treasurer A-4 § 2933,733.29
Tax Collector A5 55,280.44
Above
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Balance December 31, 2009

Decreased by:
Cancellations

Balance December 31, 2009

Increased by:
Charges

Decreased by:
Receipts
Transferred to Tax Title Liens

Balance December 31, 2010

BOROUGH OF NEW PROVIDENCE

CURRENT FUND

INSURANCE CLAIMS RECEIVABLE

Reserve

QTHER ACCOUNTS RECEIVABLE

Ref.

Reserve

A-2¢c,5
A-10

$ 461019

662,74

$27,772.50

27,772.50

J=
e
~

|

$ 461019

2,572.00

7,182.19

5,272.93

$ 1,809.26
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BOROUGH OF NEW PROVIDENCE
CURRENT FUND

2009 APPROPRIATION RESERVES

A-16
Sheet #1
Balance Balance
Dec. 31, 2009 ' After Balance
Appropriation Encumbered Reserved Transfers Expended Lapsed
Sataries and Wages:
Human Resources $ 3 2,666.00 $ 2.,666.00 $ 52.43 $ 2.613.57
Financial Administration 11,152.82 11,152.92 11,152,942
Legal Services and Costs 799.92 799.92 799.92
Engineering 116.14 116.14 116,14
Planning Board 374.90 374.90 - 304.30 70.60
Board of Adjustment 1,013.31 1,013.31 319.52 693.79
Pclice 61,394.23 61,394.23 12,434.61 48,959.62
Municipal Court 1,052.79 1,052.79 670.84 381.95
Waste Water Treatment Plant 40,780.30 40,780.30 6,085.97 34,694.33
Board of Health 77.07 77.07 77.07
Council on Affordable Housing 5,500.00 6,500.00 5,067.20 1,432.80
Other Expenses:
Administrative and Executive 1,881.40 32,158.01 34,039.41 21,562.98 12,476.43
Human Resources 10,749.81 10,749.81 15.00 10,734.81
Mayor and Council 3,995.3% 3,995.39 328.40 3,666.99
Municipal Clerk 2,755.4% 2,755.49 1,208.62 1,546.87
Financial Administration 9,330.00 9,330.00 2,100.00 7,230.00
Auditing Services 1,077.50 1,077.50 1,077.50
Assessment of Taxes 4 530.75 27.647.93 32,178.68 10,862.00 21,316.68
Collection of Taxes 758.62 758.62 758.62
Legal Services and Costs 480.00 7.624.52 8,114.52 8,024.52 90.00
Public Works 7.685.20 7,685.20 7,685.20
Traffic Signal Maintenance 278.52 278.52 278.52
Engineering 267.40 8,322.93 8,590.33 8,590.33
Public Buildings and Grounds 8,506.32 71,693.06 85,198.38 84,318.29 881.09
Planning Beard 12,058.38 12,068.38 4.210.00 7.848.38
Board of Adjustment 6,620.00 3,144.00 9,764.00 7,439.00 232500
Motor Supplies 4,954 .06 23,586.93 28,540.99 26,945 62 1,695.37
Fire 14,184.17 16,246.30 30,430.47 18,904.83 11,525.64
Uniform Fire Safety Act 250.00 32.90 282.90 282.90
Police 20,891.11 11,402.58 32,393.69 21,765.99 10,627.70
Police Dispatch/@11 §979.35 979,35 8979.35
Emergency Managemeant 278.92 3,074.64 3,354.56 279.92 3.074.64
Municipal Court 4,064.25 4,064.25 84.25 3,880.00
Road Repairs 32,520.66 12,735.64 45.256.30 43,485.03 1,767.27
Fleet Maintenance 17,266.64 7,573.69 24.840,33 21,321.08 3,519.24
Construction Official 2,200.07 2,200.07 2.200.07
Solid Waste/Recycling Collection 7,700.13 7,700.13 7,700.13
Landfill/Solid Waste Disposal Costs 20,000.00 2,602.29 22.602.29 22,602.28
Waste Water Treatment Plant 10,072.96 15,068.24 25.141.20 16,627.84 8.513.36
Board of Health 98.84 98.94 98.94
Animal Control 155.00 155.00 94.64 50.36
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Appropriation

Other Expenses:
Health Services
Community Services
Senior Citizens' Program
Tuition Reimbursement Program
Utilities:
Electricity
Telephene and Telegraph
Natural Gas
Street Lighting
Water
Contingent
Contribution to Social Security
Maintenance of Free Public Library
Sewer System - Joint Meeting
Sewer System - Berkeley Heights
Length of Service Award Program
Insurance:
General Liability
Group Insurance Plans for
Employees -
Waorkers' Compensation

Reference

BOROUGH OF NEW PROVIDENCE

CURRENT FUND

2008 APPROPRIATION RESERVES

A-16
Sheet #2
Balance Balance

Dec. 31, 2009 After Balance

Encumbered Reserved Transfers Expended Lapsed
3 $ 3,400.83 $ 3,400.83 $ $ 3,400.83
1,013.50 1,013.50 100.00 913,50
4,276.94 15,017.52 1%,294.46 4,276.94 15,017.52
2,500.00 2,500.00 2.500.00
20,724.01 28.724.01 29,492.56 23145
1,352.69 951.00 4,303.68 4,081.87 211,82
24,800.00 5,748.77 28,348.77 1,068.69 27,280,08
1,033.35 12,694.87 1,728.22 1,033.35 694,87
149.09 11,093.82 7,242.91 149,09 7,093.82
500,00 500.00 500.00
18,419.66 18,419.66 3,346.01 15,073.65
22,769.43 22,769.43 22,769.43
509.68 509.68 509.68
1,998.47 1,898.47 1,898.47
30,000.00 30,000.00 19,500.00 10,500.00
19,468.50 19,468.50 18,568.00 899,50
70.0C 13,888.8% 13,958.89 1,840.00 12,018.89
28,946.00 28,946.00 28,846.00
$ 198,721.60 $ 614,948.70 $ 814,670.20 $ 445,022.32 $ 36964798

A A A4 A1
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Balance December 31, 2009
tncreased by:

Collections
Decreased by:

Refunds

Balance December 31, 201C

BORQOUGH OF NEW PROVIDENCE

CURRENT FUND

TAX OVERPAYMENTS

»
2

$ 327292

89,756.34

93,029.26

92,871.70

$ 57,56
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Balance December 31, 2009:
Due From
Due To

Receipts
Cancellation of Federal and State
Grant Reserves

Cancellation of Federal and State
Grants Receivable
Disbursements

Balance December 31, 2010:
Due From

BOROGUGH OF NEW PROVIDENCE

CURRENT FUND

INTERFUNDS

FEDERAL AND STATE GRANT FUND

Ref.

r >

A-27

A-15
A-4

A-19
Current General
Total Fund Trust
$ 51882 3 $ 518.62
221.16 221.16
518.62 518.62
886.69 886.69
1,342.74 1,342.74
2,790.91 2,790.91
$ 3,025.80 $3,025.80 3 -
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Balance December 31, 2009
Increased by:

2010 Budget Appropriations
2010 Taxes

Decreased by:
Refunded

Balance December 31, 2010

BOROQUGH OF NEW PROVIDENCE

CURRENT FUND

RESERVE FOR TAX APPEALS

Ref.

A-3
A-2b

P
o

$ 440,361.99

$170,000.00

140,000.00

310,000.00

750,361.99

442,316.91

_$308,045.08
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BOROUGH OF NEW PROVIDENCE
CURRENT FUND

LOCAL SCHOOL DISTRICT TAX

A-21
Ref.
Increased by:
2010 Tax Levy A-1,2b9 $ 31,325,234.00
Decreased by:
Payments A-4 31,325,234.00
3 -
COUNTY TAXES
A-22
Ref.
Balance December 31, 2009 A 3 55,981.57
Increased by:
2010 Tax Levy $ 9,567,095.05
2010 County Open Space Tax 380,527.42
A-9 9,957,622.47
Added and Omitted Taxes A9 24,298.94
A-1.2b 9,981,921 41
10,037,902 .98
Decreased by:
Payments A-4 10,013,604 04

Batance December 31, 2010 A $ 24,298 94




BOROUGH OF NEW PROVIDENCE
CURRENT FUND

DUE TO SPECIAL IMPROVEMENT DISTRICT

A-23
Ref.
increased by:
2010 Calendar Year Levy A-8 $102,474 64
Added and Omiited Taxes A-9 3,113.20
: A-1,.2b $ 105,587.84
Decreased by:
Payments A-4 102,256.64
Balance December 31, 2010 A $ 3,331.20
PREPAID TAXES
A-24
Ref.
Balance December 31, 2009 A $ 176,372.66
Increased by:
Collections of 2011 Taxes A5 ' 192,740,99
369,113.65
Decreased by:
Applied to 2010 Taxes Receivable A-9 178,372.66

Balance Decembier 31, 2010 A $ 192,740.69



BOROUGH OF NEW PROVIDENCE
CURRENT FUND

RESERVE FOR SALE OF MUNICIPAL ASSETS

A-25
Ref.
Balance December 31, 2009 A $ 587,654 92
Increased by:
Receipts A-4 86.00
587,739.92
Decreased by:
Anticipated as Revenue in 2010 Budget A2 503,598.00

Balance December 31, 2010 A $ 8414192




Drunk Driving Enforcement (DW1)
Recycling Tonnage Aid

BOROUGH OF NEW PROVIDENCE
CURRENT FUND

UNAPPROPRIATED RESERVES
FEDERAL AND STATE GRANT FUND

A-26

Anticipated as

Balance Revenue in
Dec. 31, 2009 2010 Budget
$ 2,493.58 $ 249356
41,633.83 41,633.83
$ 44,127.39 $ 44,127.39
Reference A A-15
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BOROUGH OF NEW PROVIDENCE
TRUST FUND

ANALYSIS OF ASSESSMENT CASH AND INVESTMENTS

Balance
Dec. 31, 2010

General Accounts
Fund Balance $ 592.80
Current Fund Interfund (592.80)
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BOROUGH OF NEW PROVIDENCE
TRUST FUND

OTHER ACCOUNTS RECEIVABLE

B-5
Unemployment Folice
Ref. Total Insurance Escrow
Balance December 31, 2009 B $ 1,040.24 $ 751.00 $ 289.24
Increased by:
Off-Duty Police Services B-13 210,321.46 210,321.46
211,361.70 751.00 210,610.70
Decreased by:
Receipts B-2 190,377.35 751.00 189,626.35

Balance December 31, 2010 B $ 20,884.35 3 - $ 20,984.35



BOROUGH OF NEW PROVIDENCE
TRUST FUNDS

INTERFUNDS RECEIVABLE

B-6

Assessment
Trust Fund

Current

Ref. Fund
Balance December 31, 2009 B $ 38520

Increased by:

Disbursements B-2 197.60
Balance December 31, 2010 B $ 59280
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Batance December 31, 2009

Decreased by:
Payments

Balance December 31, 2010

BOROQUGH OF NEW PROVIDENCE

JRUST FUND

DUE TO STATE OF NEW JERSEY

B-2

Animal
Control

Trust Fund

$ 120

$ 120

General
Trust Fund

Unemployment
insurance

$ 1,840.00

1,840.00
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Balance December 31, 2009
Increased by:

Interest on Investments
Municipal Open Space Tax

Decreased by:
Expenditures

Balance December 31, 2010

BOROUGH OF NEW PROVIDENCE
TRUST FUND

MUNICIPAL OPEN SPACE TRUST FUND

$ 376,684.68

$ 83380

32,403.64

B-2

B-2

33,327.24

410,011.92

142.50

3 409,869.42
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Balance December 31, 2009
Increased by:

Receipts
Decreased by:

Disbursements

Balance December 31, 2010

BOROUGH CF NEW PROVIDENCE

TRUST FUNDS

INTERFUNDS PAYABLE

B-1C
Federal
Current and State
Total Fund Fund
$ 15,893.68 $ 15,375.06 $ 518.82
152.85 152.95
16,046.683 15,528.01 518.62
15,893.68 15,375.08 518.62
3 152.85 3 152 .95 3 -
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BOROUGH OF NEW PROVIDENCE
TRUST FUND

RESERVE FOR ASSESSMENTS RECEIVABLE

B-11
Collections
Ordinance Balance to Fund Balance
Number Improvement Description Dec. 31, 2009 Balance Dec. 31,2010
1999-03 Installation of Granite Block Curbing
on Dogwood Lane 3 395.20 $ 197.60 3 197 .60

Reference B B-1 B



BOROUGH OF NEW PROVIDENCE
TRUST FUND

RESERVE FOR
ANIMAL CONTROL EXPENDITURES

Ref.
Balance December 31, 2009 B
increased by:
Dog License Fees Collected B-2
Decreased by:
Expenditures Under N.J.S. 40A:4-39 B-2
Balance December 31, 2010 B

2009
2008

License Fees Collected

$ 7.888.20
7,010.40

$ 14,908.60

ws]
L
[N}

$ 566083

7,704.12

13,264.75

8,061.25

$ 5,203.50
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Affordable Housing

Employee Flex Spending
Forfeitures

Municipal Alliance

Parking Offenses Adjudication
Outside Employment of Police
Public Defender Fees

Snow Removal

Donation - Special Needs
Unclaimed Property - Police
Recreation

Tree Replacement Program

Reference

Receipts
Other Accounts Receivable

BOROUGH OF NEW PROVIDENCE

TRUST FUND

RESERVE FOR VARIOUS EXPENDITURES

B-13
Balance Balance
Dec. 31, 2009 Increase Decrease Dec. 31, 2010
3 113,806.31 $ 5218.88 $ 119,016.07 3 912
3,418.52 7,5583.85 7,160.72 3,811.45
10,147.61 3,110.31 1,000.00 12,257.92
12,622.22 2,091.71 3,679.71 11,034.29
2,834.42 512.00 339.75 3,006.67
2.436.35 210,321.46 156,988.27 52,769.54
3,335.99 2,800.00 6,135.09
86,943.11 241 148.48 172,000.45 156,089.14
734.97 734.97
24217 477.00 71917
124,826.84 467,598.59 428,644.53 163,781.00
825.00 225.00 1,050.00
$ 362,173.68 $ 941,055,08 $ 891,829,650 $ 411,399.26
B Below B-2 B
Ref.
B-2 $ 730,733.62
B-5 210,321.48
Above $ 941,055.08
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Balance December 31, 2009
Increased by:

Payroll Deductions
Decreased by:

Claims

Balance December 31, 2010

EOROUGH OF NEW PROVIRDENCE

TRUST FUND

RESERVE FOR STATE
UNEMPLOYMENT INSURANCE

$

$

1
i
I

100.05

8,063.64

8,153.59

8,105.04

48.55
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Balance December 31, 2009

Decreased by:
Expenditure

Balance December 31, 2010

BOROUGH OF NEW PROVIDENCE
TRUST FUND

RESERVE FOR GRANT EXPENDITURES
POCKET PARKS GRANT

B-15
Ref.
B $ 8,886.58
B-2 4,130.86
B $ 475572
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BOROQUGH OF NEW PROVIDENCE

GENERAL CAPITAL FUND

CASH RECEIPTS AND DISBURSEMENTS

COLLECTOR-TREASURER

Balance December 31, 2009

Increased by Receipts:
Premium on Sale of Notes
Defarred Charges to Future Taxation -
Unfunded
Grants Receivable
Capital Improvement Fund
Interfunds
Bond Anticipation Notes

Decreased by Disbursements:
Fund Balance
Improvement Authorizations
Bond Anticipaticn Notes

Balance December 31, 2010

C-10

C-1

C-10

35,488.65

11,300.00
2,634.17
55,000.00

49 .363.21
5,484,240.00

180,000.00
506,524.47
4,414,100.00

$ 16453493

5.638,026.03

5,802,560.96

5,100,624.47

$ 701,936.49
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Ordinance
Number

04-04
{5-06
06-11
06-14
06-15
06-16
07-08
07-18
08-07
08-12
08-13
09-13
10-13
10-19

BOROUGH CF NEW PROVIDENCE
GENERAL CAPITAL FUND

ANALYSIS OF CAPITAL CASH AND INVESTMENTS

Description

Fund Balance

Capital Improvement Fund
Current Fund Interfund
Cash on Hand to Pay Notes

General Improvements

Various Capital Improvements

Various Capital Improvements

Various Capital Improvements
Sidewalk and Streetscape Improvements
Reconstruction of Borough Roads
Rescue Squad Headguarters Building
Various Capital Improvements

Stream Bank Restoration Supplemental
Various Capital Improvements
Academy Street Project

Downtown Streetscape Project

Various Capital Improvements

Various Capital Improvements

Lighting at Lieder Field

Reference

Balance
Dec. 31, 2010
$ 499,544 69

69,169.13

(2,626.94)

180,572.14

478.67
3,000.00
27,722.28
41,967.78
3,382.52
(664,900.00)
1,032,910.18
66,200.18
(733,039.97)
(34,449.90)
(47,239.63)
216,282.86
26,862.50

§,000.00

$ 701,936.49

¢
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Balance December 31, 2009
Increased by;

Voluntary Agreement

Decreased by:
Coilections
Cancellations

Balance December 31, 2010

BOROUGH OF NEW PROVIDENCE

GENERAL CAPITAL FUND

GRANTS AND OTHER RECEIVABLES

Ref.

Reserve

C-2
C-7

G4
Department of Community
Environmental Davelopment Voluntary
Total Protection Block Grant Contribution
$ 3763417 $ 2,634.17 $35,000.00 3
113,342.97 113,342.97
150,877.14 2,634.17 35,000.00 113,342.97
2,834.17 2,634.17
35,000.00 35,000.00
37,634.17 2,834.17 35,000.00
$113,342.97 3 - $ - $113,342.87
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BOROUGH CF NEW PROVIDENCE
GENERAL CAPITAL FUND

DEFERRED CHARGES TO FUTURE TAXATION - FUNDED

G5
Ref.
Balance December 31, 2009 C $ 8,528,843.91
Decreased by:
Payment of Debt:
Waste Water Treatment Loans C-11 $ 373,801.51
Serial Bonds C-12 945,000.00
1,318,881 51
Balance December 31, 2010 C $ 7,208,952.40
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Ordinance

Number

05-08
0517
06-04
08-11
06-14
06-15
06-16
07-08
07-13
07-18
08-07
08-12
08-13
08-13
10-13
10-19

BOROUGH OF NEW PROVIDENCE

GENERAL CAPITAL FUND

CEFERRED CHARGES TO FUTURE TAXATION - UNFUNDED

Improvements

Various Capital Improvements
Emergency Communications Equipment
Sidewalk and Streetscape Improvements
Varicus Capital improvements

Sidewalk and Streetscape Improvements
Reconstruction of Borough Roads
Rescue Squad Headguarters Building
Various Capital Improvements
Downtown Streetscape Project

Stream Bank Restoration Supplemental
Various Capital Improvements

Academy Street Project

Downtown Streetscape Project

Varicus Capital Improvements

Various Capital Improvements

Lighting at Lieder Field

Reference

Bond Anticipation Notes
Less; Cash on Hand to Pay Notes

C-5
Analysis of Balance

Bond Unexpended

Balance Anticipation Improvement

Dec. 31, 2010 MNotes Expenditures Authorization

$ 576,911.17 $ 576911.17 $ $

56,500.00 56,500.00
637,326.69 637,326.69
222,020.00 222,020.00
380,000.00 380,000.00
123,800.00 123,800.00

665,000.00 664,900.00 100.00
2,274,210.00 2,274,210.00
167,900.00 167,900.00
570,000.00 570,000.00

1,368,235.00 733,039.97 635,195.03

166,250.00 34,449.90 131,800.10

47,500.00 47,239.63 260.37

499,700.00 285,000.00 214,700.00

632,700.00 632,700.00

104,000.00 104,000.00

$8,492,052.86

$5,293,667.86

$1,479,629.50

$1,718,755.50

C-10
C-3

Above

Unfunded Improvement Authorizations
Less: Unexpended Proceeds of Bond

Below

$5,484,240.00

190,572.14

$5,293,667.86

Anficipation Notes Issued -
Various Qrdinances

C-3

C-7

C-3

Above

Below

$3,110,221.30

1,391,465.80
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BOROUGH OF NEW PROVIDENCE

Balance December 31, 2009
Increased by:

Comcast Local Access Grant

Decreased by:
Appropriated to Finance Improvemeant
Authorizations

Balance December 31, 2010

GENERAL CAPITAL FUND

CAPITAL IMPROVEMENT FUND

3 53,469.13

56,000.00

~ 108,469.13

39,300.00

$ 69,169.13
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BOROUGH OF NEW PROVIDENCE
GENERAL CAPITAL FUND

INTERFUNDS
C-9
Current
Ref. Fund
Balance December 31, 2009: C $ 51,880.15
(Due From)
Decreased by:
Receipts C-2 49,363.21

Balance December 31, 2010:
(Due From) C $ 252694
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BOROUGH OF NEW PROVIDENCE
GENERAL CAPITAL FUND

WASTE WATER TREATMENT LOANS PAYABLE

Ref, Total Series 1998F Series 19948
Balance December 31, 2009 C $1613,843.91 $ 1,200,000.00 $413,843.91
Decreased by:
Semiannual Loan Payments C-5 373,891.51 210,000.00 163,891.51
Balance December 31, 2010 C $ 1,239,852 .40 $ 980,000.00 $ 249952 .40
Payment Schedule:
Due
Date Rate Total Series 1998F Series 1994B
3/01/11 6.375% $ 375,082.82 $ 225,000.00 $ 160,082.62
9/01/11 6.375 14,517.24 14.517.24
3701112 6.50 325,352.54 240,000.00 85,352 .54
370113 6.50 255,000.00 255,000.00
3/01114 6.50 270,000.00 270,000.00
$ 1,239,952.40 $ 990,000.00 $ 249,652 .40

lf.’
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Ordinance

Number

05-06
06-11
06-16
07-08
08-07
08-12
08-13
09-13
10-13
10-19

BOROUGH OF NEW PROVIDENCE

GENERAL CAPITAL FUND

BONDS AND NOTES AUTHORIZED BUT NOT ISSUED

Description

Various Capital Improvements
Various Capital Improvements
Rescue Squad Headguarters Building
Various Capital Improvements
Various Capital Improvemenis
Academy Street Project

Downtown Streetscape Project
Various Capital Improvements
Various Capital Improvements
Lighting at Lieder Fietd

Reference

Balance
Dec. 31. 2010

$
665,000.00

1,368,235.00
166,250.00
47,500.00
214,700.00
632,700.00
104,000.00

$ 3,198,385.00

62
@

|

Balance
Dec. 31,2009

3 1625500
92.80
865,000.00
632,335.00
1,368,235.00
166,250.00
15,200.00
489,700.00

$ 3,363,087.60

c

c
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BROUGH OF NEW PROVIDENCE
PAYROLL FUND

CASH RECEIPTS AND DISBURSEMENTS

E-1

$ 4113841

7,687,886.87

Ref.
Balance December 31, 2009 E
ncreased by:
Net Payroll 3 4,243,218.56
Payroll Deductions 3,444 B68.31
E-2
Decreased by:
Net Payroll 4,243 218.58
Payroll Deductions Paid to Agencies 3,446 688.04
E~-2
Balance December 31, 2010 E

7,729,023.28

7,688,806.60

$ 39,116.68
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BOROUGH OF NEW PROVIDENCE
PAYROLL FUND

PAYROLL DEDUCTIONS PAYABLE

E-2
Batance Balance
Dec. 31, 2009 Receipts Disbursements Dec. 31, 2010
Net Salaries and Wages $ $4,243,218.56 $ 4,243,218.56 $
Payroll Agency 41,136.41 3,444,668.31 3,446,688.04 39,118.68
$ 41,136.41 $ 7,687,886.87 $ 7,689,906.60 $ 39,116.68
Reference E E-1 E-1 E

Analysis of balance is on file in the Office of the Chief Financiat Officer.

103



PART I
REPORT ON INTERNAL CONTROL
ROSTER OF OFFICIALS
COMMENTS AND RECOMMENDATIONS
(MANAGEMENT LETTER)

YEAR ENDED DECEMBER 31, 2010
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SAMUEL KLEIN AND COMPANY
CERTIFIED F'UBF...JC ACCQUNTANTS

550 Broan STREET, 11TH FLOOR 36 WEST MATN STREET, SUITE 301
NEwWARE, N.J. 07 102-4543 FrEREOLD, N.J. O7728-2291
PHONE (873)624-68100 Prownm (732) 780-2600

Fax (973) 624-8101 Fax (732) 780-1030

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

The Honorable Mayor and Members
of the Borough Council

Borough of New Providence

New Providence, New Jersey 07974

We have audited the statutory basis financial statements of the varicus funds of the Borough of New
Providence, County of Union, as of and for the years ended December 31, 2010 and December 31, 2009, and
have issued our repori thereon dated March 28, 2011 which was qualified as a result of the Municipality's
policy to prepare its financial statements on a basis of accounting prescribed by the Division of Lecal
Government Services, Department of Community Affairs, State of New Jersey, that demonstrates compliance
with the modified accrual basis, with certain exceptions, and the budget laws of New Jersey, which is a
comprehensive basis of acccunting other than accounting principles generally accepted in the United States
of America. We conducted cur audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and audit requirements as prescribed by
the Division of Local Government Services, Department of Community Affairs, State of New Jersey.

Internal Control Over Financial Reporting

In planning and perferming our audit, we considered the Municipality’s internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effeciiveness of the Municipality’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Municipality’s internal control over financial reporting.

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 cn a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasenable possibility that a material misstatement of the entity'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 infernal 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.

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 105
www.sarnuelklein-cpa-rma.com



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Municipality’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion, The results
of our tests disclosed no instances of noncompliance or other matiers that are required to be reported under
Government Auditing Standards. We noted certain matters, however, that we have reported and described in
Part H of the accompanying “Repert on Examination of Accounts”,

This report is intended solely for the information and use of the Municipality’s governing body and
management, appropriate State and Federal awarding agencies and the Division of Local Government
Services, Department of Community Affairs, State of New Jersey. It is not intended to be and should not be
used by anyone other than these specified parties. However, this report is a matter of public record and its
distribution is not limited.

SAMUEL KLEN AND COMBANY
CERTIFIED PUBLIC ACCOUNTAN

Newark, New Jersey
March 28, 2011
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ROSTER OF OFFICIALS AND REPORT ON SURETY BONDS

DECEMBER 31, 2010

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

Amount
Name Title of Bond
John A. Thoms Mayor $
Julia MacDermott Council President
James A. Cucco Councitman
Armand Galluccio Councilman
Michael Gennaro Councilman
J. Brooke Hern Councilman
Vincas Vyzas ' Councilman
Kenneth DeRoberts Chief Financial Officer 125,000.00
Douglas Marvin Administrator
Wendi B. Barry Borough Clerk
Monica S. Marino Tax Coliector 300,000.00
Carl Woodward, 1l Borough Attorney
Donald Bogosian Borough Judge 25,000.00
Macrina Carra Court Administrator
Patricia Spychola Tax Assessor

All surety bonds were issued by the Selective Insurance Company of America,
The Municipal Court Administrator was covered under a separate blanket bond in the amount of $25,000.00.

An Employee Theft Bond in the amount of $250,000.00 and a Forgery or Alteration Bond in the amount of
$100,000.00 covers each Borough employee not separately bonded.
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SAMUEL RLEIN AND COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

550 BrROAD STREET, 11TH FLoOR 36 WesT MATN STREET, SUITE 301
Newarw, NJ 07102-4543 FrEEHOLD, N.J.07728-2201
PEONE(©73) 624-6100 Prowe(732) 780-2600

Fax (973)624-6101 Fax(732) 780-1.030

The Honecrable Mayer and Members
of the Borough Council

Borough of New Providence

New Providence, New Jersey 07974

Mesdames and Gentlemen:

We have audited the financial statements, Federal and State Financial Assistance Programs and
supplemental schedules and data of the

BOROUGH OF NEW PROVIDENCE

COUNTY OF UNION

for the years ended December 31, 2010 and December 31, 2009 and have issued our report therecn. As part
of our audit, we reviewed and tested the Borough's system of internal accounting controi to the extent we
considered necessary to evaluate the system as required by auditing standards generally accepted in the
United States of America; by the Division of Local Government Services of the Department of Community
Affairs, State of New Jersey; by the Government Auditing Standards issued by the U.S. General Accounting
Office; and by the provisions cf the “Single Audit Act of 1984°, Compliance requirements were also reviewed
in accordance with the requirements of the aforementioned standards and guidelines or, where applicable,
the terms and conditions of particular grant agreements and as approved by the Cognizant Audit Agency.

Qur comments with respect to the audit, internal control, and any error, omission, irregularity, viclation of law,
discrepancy or other ncnconformity to the law or regulation found during the audit are herewith set forth.
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Contracts and Agreements Required to be Advertised per (N.J.S. 40A:11-4)

N.J.S. 40A:11-4, as amended, states "Every contract or agreement for the performance of any work for the
furnishing or hiring of any materials or supplies, the cost or the contract price whereof is to be paid with or out
of public funds not included within the terms of Section 3 of this act, shall be made or awarded only by the
Governing Body of the contracting unit after public advertising for bids and bidding therefore, except as is
provided otherwise in this act or specifically by any other law. No work, materials or supplies shall be
undertaken, acquired or furnished for a sum exceeding in the aggregate the amount set forth in, or the
amount calcufated by the Governor pursuant to N.J.S. 40A:11-3c, except by centract or agreement.”

It is pointed out that the Borough Council has the responsibility of determining whether the expenditures in
any category will exceed the threshold set for the fiscal year and, where question arises as to whether any
contract or agreement might result in violation of the statute, the opinion of the Borough Attorney should be
sought before a commitment is made.

The statutory bidding threshold for the year 2010 was the sum of $26,000,00 effective July 1, 2010.

Notwithstanding N.J.S.A. 40A:11-3a, P.L. 2005, Chapter 51 and N.J.S.A. 12:44A-20.5, known as the “Pay to
Play Law" provides that a municipality is prohibited from executing any contract in excess of $17,500.00, on
or after January 1, 2006, to a business entity that made certain reportable contributions to any municipal
committee of a political party if a member of that party is in office as a member of the governing bedy of the
municipality when the contract is awarded unless proposais or qualifications are soiicited through a fair and
open process.

It is further noted that contracts between $17,500.00 and the municipal bidding threshold, known as *window
contracts”, can be issued by resolution of the governing body without competitive bidding if a non-fair and
open process is implemented which prohibits reportable contributions by the business entity.

The minutes indicate that bids were requested by public advertising for the following items:

Landscaping Services
Energy Consulting Services
- Central Avenue Roadway Improvements
Sanitary Sewer Lining
Snow Removal
Division Avenue Sidewalk Improvemeants

The minutes also indicate that resclutions were adopted authorizing the awarding of contracts or agreements
for professional services in accordance with the provisions of N.J.S.A. 19:44A-20.5 for Consulting Engineer,
Attorney, Auditor, Labor Negotiator, Bond Counsel and other professional services.

Purchases and acquisitions cver the sum of $3,900.00 effective July 1, 2010, but under the statutory
threshold, were approved by separate resolutions of the Borough Council in accordance with Borough policy.

Collection of Interest on Delinquent Taxes and Assessments

N.J.S. 54:4-87, as amended, provides the method for authorizing interest and the maximum rate to be
charged for the nonpayment of taxes or assessments on or before the date when they would become
delinguent.

The Mayor and Council adopted the following resolution on January 4, 2010 autherizing interest to be
charged on delingquent taxes:

‘BE IT RESOLVED by the Mayor and Council of the Borough of New Providence, in the County of
Union and State of New Jersey, that the interest rate on delinquent taxes shall be established at the
rate of eight percent (8%) per annum on amecunts up to $1,500.00 and eighteen percent (18%) per
annum on amounts over $1,500.00 and that pursuant to N.J.S.A. 54:4-87, as amended, there is
hereby imposed a penalty to be charged fo a taxpayer, with a delinquency in excess of $10,000.00,
who fails to pay said delinquency prior to December 31, 2010. The penalty be and the same hereby
is fixed at six percent (6%) of the amount of delinquency, and that the penalty as herein provided
shall be in additicn to all other interest and penalty provisions now existing for unpaid taxes.
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BEIT FURTHER RESOLVED that there is hereby established, pursuant to New Jersey Statute 54:4-
67, as amended, a ten {10) day grace pericd for the payment of any current tax installment. During
said ten-day grace period, no interest shall be chargeable upon the then-current fax installment
payments due.”

Cur review of the Tax Collector's records indicated that computer calculated interest was collected in
accordance with the provisions of the foregoing resolution.

Tax Title Liens

The following comparison is made of the number of tax title liens receivable on December 31% of the last
three years:

Number
Year of Liens
2010 3
2009 3
2008 3

Verification of Delinquent Taxes and Other Charges

A test verification of delinquent balances and current payments was made in accordance with the regulations
of the Divisicn of Local Government Services and is summarized as follows;

Confirmations
Written
Payment of 2010 and 2011 Taxes 50
Delinguent Taxes 12
Tax Title Liens 3
65

There were no exceptions developed in responses received fo date.

Interfunds

The balance sheets of the various funds as of December 31, 2010 reflect Inferfunds Receivable and Payable.
Transactions invariably occur in one fund that results in a corresponding entry to be made in another fund,
thus creating interfund balances. As a general rule, all interfund balances should be closed out before the
end of the year. Itis the Borough's policy to review and liquidate all interfund balances on a periodic basis,

Other Post-Employment Benefits

Local Finance Notice 2007-15 requires local units that provide non-pension benefits to retired employees,
such as health insurance coverage, prescription or other benefits, to disclose the annual payment for currently
retired employees and future cost for those employees in the Notes to the Financial Statements.

Those municipalities that are not members of the State Health Benefits Plan or other cost sharing plans must
obtain an actuarially calculated post-employment benefit on a periodic basis for inclusion in the Notes to the
Financial Statements.

The Borough has complied with this requirement.
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Encumbrance System

A review of purchase orders, vouchers and invoices revealed a number of purchase crders tested were dated
subsequent to dates recorded on invoices.

It is recommended that all purchase orders be issued prior to gocds/services being received.

Construction Code Office

The cash book was not in agreement with the bank reconciliation which is a result of the cash book not being
accurately maintained.

It is recommended that the Construction Code Office cash bock be accurately maintained.

Fixed Asset Group of Accounts

The Division of L.ocal Government Services in the Department of Community Affairs of the State of New
Jersey requires all municipalities in the State to establish and maintain sets of accounts and inventories
reflecting costs or other valuations of all fixed assets, including land, building, improvements, machinery,
furniture, and equipment. Such accounts, to be included under a “General Fixed Assets Group of Accounts”,
waould insure complete fiscal reliability of records, establish a basis for claims of losses and other insurance
purposes, augment protective measures against the misuse or theft or property and furnish date con aging,
anticipated life and other information on assets. Failure to maintain fixed asset records could jsopardize the
Borough's eligibility for future Federal and State Grants.

Although an inventory of movable fixed assets was prepared as of December 31, 2010, it was noted that
several purchases and disposals were not included.

It is recommended that receords for the General Fixed Asset Group of Accounts be accurately maintained.

State Unemployment Insurance

It was noted that the Fourth Quarter Employer's liability for the State Unempioyment Insurance was not
funded in 2010. In addition, payments required for State Unemployment Insurance were not remitied to the
State of New Jersey on a timely basis which resulted in interest being incurred by the Borough.

It is recommended that funds be appropriated for the employer’s share of the State Unemployment Insurance
liability and all payments be remitted on a timely basis.

Corrective Action Flan

In accordance with the requirements of the Single Audit Act and regulations of the Division of Local
Government Services, a corrective action plan must be prepared by the Chief Financial Officer and filed with
the Division within sixty days from the date the audit is received by the Governing Body.

A Corrective Action Plan was prepared and fited by the Chief Financial Officer.

Status of Prior Years’ Audit Recommendations

A review was performed cn the prior years' recommendation, however, this recommendation has been
repeated:

That alt purchase orders be issued prior to goods/services being received.
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Miscellaneous

A statutory report on the operations of the Municipal Court has been prepared and copies filed with the New
Jersey Administrative Office of the Courts, the Division of Local Government Services, the Municipal Court
and the Borough Clerk.

A report summarizing collections of Animal Control Fees and remittances of State Registration Fees was
prepared and filed with the New Jersey Department of Health and the Division of Local Government Services,

Individual payments of the Local School District Tax by the Borough were confirmed as received by the
Secretary of the Board of Education for the year 2010.

One copy of this report was filed with the Division of l.ocal Government Services.

A summary or synopsis of this report was prepared for publication and filed with the Borough Clerk.
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RECOMMENDATIONS

*That all purchase orders be issued prior to goods/services being received.
That the Construction Code Office cash book be accurately maintained.
That records for the General Fixed Asset Group of Accounts be accurately maintained.

That funds be appropriated for the employer's share of the State Unemployment Insurance liability and all
payments be remitted on a timely basis.

*Repeat recommendation.
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The foregoing comments and resultant recommendations are not of sufficient materiality whereby they would
affect our ability to express an opinion on the financial statements taken as a whole.

We shall be pleased to confer with the Mayor and members of the Borough Ceuncil on questions that might
arise with respect to any matters in this report.

We desire to express our appreciation for the courtesy and cooperation extended to us by Borough- officials
during the course of the examination.

Respectfully submitted,

SAMUEL KLEIN AND COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

Newark, New Jersey
March 28, 2011
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