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INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and .
Members of the Borough Council
Borough of New Providence
New Providence, NJ 07974

Report on the Financial Statements

We have audited the accompanying balance sheets - regulatory basis of the various funds and account group
of the Borough of New Providence in the County of Union, as of December 31, 2015 and 2014, the related
statement of operations and changes in fund balance - regulatory basis for the years then ended, and the
related statement of revenues - regulatory basis and statement of expenditures - regulatory basis of the
various funds for the year ended December 31,2015, and the related notes to the financial statements, which
collectively comprise the Borough’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the basis of accounting prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey. Management is also responsible for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatements, whether due to fraud or error.

Auditor’s Respbnsibility

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, the audit
requirements prescribed by the Division of Local Government Services, Department of Community Affairs,
State of New Jersey (the “Division”), and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control.” Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Basis for Adverse Opinion on U.S. Generally Accepted Accouhting Principles

As described in Note 1 of the financial statements, the financial statements are prepared by the Borough of
New Providence on the basis of the financial reporting provisions prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey, which is a basis of
accounting other than accounting principles generally accepted in the United States of America, to meet the
requirements of New Jersey.

The effects on the financial statements of the variances between the regulatory basis of accounting described
in Note 1 and accounting principles generally accepted in the United States of America, although not
reasonably determinable, are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on U.S.
Generally Accepted Accounting Principles” paragraph, the financial statements referred to above do not
present fairly, in accordance with accounting principles generally accepted in the United States of America,
the financial position of each fund of the Borough of New Providence as of December 31, 2015 and 2014,
or changes in financial position for the years then ended.

Basis for Qualified Opinion on Regulatory Basis Accounting Principles
As described in Note 16 of the financial statements, the Borough participates in a Length of Service Award
Program (LOSAP) for its volunteer fire and rescue personnel. The amount reflected in the trust fund

statements 0f $339,863.62 and $370,561.22 for 2015 and 2014, respectlvely, were not audited and, therefore,
we express no opinion on the LOSAP program.



Honorable Mayor and
Members of the Borough Council
Page 3.

Qualified Opmwn on Regulatory Basrs of Accountmg

In our opinion, except for the effects of the matters descrlbed in the “Basis for Qualified Opinion on
Regulatory Basis Accounting Principles ” paragraph, the financial statements referred to above present fairly,
in all material respects, the regulatory basis balances sheets and account group as of December 31,2015 and
2014, the regulatory basis statements of operations for the years then ended and the regulatory basis
statements of revenues and expenditures for the year ended December 31,2015 in accordance with the basis
of financial reporting prescribed by the Division of Local Govemment Serv1ces Department of Community
Affairs, State of New Jersey as described in Note 1.

Other Matters
Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Borough of New Providence’s basic financial statements. The supplementary information
listed in the table of contents and the letter of comments and recommendations section are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The supplemental information listed in the table of contents is the responsibility of management and were
derived from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the supplemental
information listed in the table of contents is fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

-~The letter of comments and recommendations section has not been subject to the auditing procedures applied

in the audit of the basic financial statements, and accordingly, we do not express an oplmon or provide any
assurance on it.

Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated May 31, 2016 on

our consideration of the Borough of New Providence’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other

matters. The purpose of that report is to describe the scope of our testing of internal control over financial -
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reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in con51der1ng the Borough of New Providence’s internal control over
financial reporting and comphance :

Charlgs ¥ Ferraioli, Jr., C.P.A.
Registered Municipal Accountant
No. 388

QQW/M

FERRAIOLIL, WIELKOTZ, CERULLO & CUVA, P.A.
Certified Public Accountants
Pompton Lakes, New Jersey ;

May 31, 2016




Borough of New Providence, N.J.

Comparative Balance Sheet - Regulatory Basis

Current Fund
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December 31,
Ref. 2015 2014
Assets
Current Fund:
Cash A-4 $ 6,549,812.25 6,639,598.89
Change Fund A-5 150.00 150.00
6,549,962.25 6,639,748.89
Receivables and Other Assets with Full Reserves:
Delinquent Taxes Receivable A-8 258,646.78 256,949.11
Tax Title Liens . A9 187,752.61 175,164.12
Property Acquired for Taxes - , s
Assessed Valuation : A-10 11,955.00 11,955.00
. Revenue Accounts Receivable £ A-11 85,891.61 127,668.37
Other Accounts Receivable A-12 5,825.72 5,465.14
Due from:
Free Public Library ' - A-13 18,288.83
General Capital Fund A-14 5.80 2.09
Federal and State Grant Fund o A-14 6,585.83 1,800.07
556,663.35 597,292.73

7,106,625.60

Federal and State Grant Fund: :
Cash A4

7,237,041.62

45,089.33 94,854.57

Grants Receivable . A-23 1,537,809.87 1,106,323.70
1,582,899.20 1,201,178.27

Total Assets ) . ‘ $ 8,689,524.80 8,438,219.89

See Accompanying Notes to Financial Statements




Borough of New Providence, N.J.
Comparative Balance Sheet - Regulatory Basis
Current Fund

December 31,

Exhibit A
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Ref. 2015 2014
Liabilities, Reserves and Fund Balance
Current Fund:
_Appropriation Reserves . v : A-3/A-15 §  1,380,256.82 :1,420,621.12
~ Due to:
Assessment Trust Fund A-14 790.40
Municipal Open Space Trust A-14 108.97 171.14
Encumbrances Payable . A-16 242.961.75. -208,508.37
Prepaid Taxes A-17 220,633.07 197,266.21
Due to Special Improvement District A-18 3,678.16 3,678.16
County Tax Payable . A-21 38,643.82 - . 46,521.66
Prepaid Revenue ‘ A-22 330,000.00 330,000.00
Accounts Payable . A-22 11,330.00 ‘
Due to State of New Jersey: .
Senior Citizen and Veteran Deductions - - A-7 3,289.93 2,664.73
Reserve for: : ' :
_ Sale of Borough Property A-22 136,847.19
Tax Appeals A-22 127,863.21 436,955.18
2,358,765.73 2,784,024.16
Reserve for Receivables Contra 556,663.35 597,292.73
Fund Balance A-1 4,191,196.52 °3,855,724.73
7,106,625.60 7,237,041.62
Federal and State Grant Fund:
Appropriated Reserve for Grants A-24 894,589.40 © 724,769.20
Unappropriated Reserve for Grants ‘A-25 31,723.97 24,609.00
Interfund - Current Fund A-26 : 6,585.83 1,800.07
Interfund - General Capital Fund ~ A27  650,000.00 450,000.00
' ©1,582,899.20 1,201,178.27
8,438,219.89

Total Liabilities, Reserves and Fund Balance $ 8,689,524.80

See Accompanying Notes to Financial Statements



Borough of New Providence, N.J.

Exhibit A-1

Comparative Statement of Operations and Changes.in Fund Balance - Regulatory Basis

Fund Balance, December 31,

See Accompanying Notes to Financial Statements

Current Fund
" Year Ended December 31,
Ref.
Revenues and Other Income:
Fund Balance Utilized A2
Miscellaneous Revenue Anticipated A-2
Receipts from Delinquent Taxes A2
Receipts from Current Taxes A2
Non-Budget Revenue A-2
Other Credits to Income:
Interfunds Returned A-14
Due from Free Public Library A-13
Unexpended Balance of Appropriation Reserves A-15
Canceled Grant Reserves A-24
Total Revenues and Other Incor;le
Expenditures:
Budget and Emergency Appropriations:
Operations:
Salaries and Wages A-3
Other Expenses A-3
Capital Improvement Fund A-3
Municipal Debt Service A-3
Deferred Charges and Statutory Expenditures -

Municipal : A-3
Refund of Prior Year's Revenue A-4
Due from Free Public Library A-13
Interfund Advances A-14
Special Improvement District Taxes A-18
Municipal Open Space Tax ‘ A-19
Local District School Tax » : A-20
County Taxes including Added Taxes A-21
Canceled Grants Receivable < A-23

Total Expenditures 3

Excess (Deficit) Revenue Over Expenditures ’[
: i
Adjustment to Income Before Fund Balance - Expenditures
Included above Which are by Statute Deferred
Charges to Budget of Succeeding Year
Statutory Excess to Fund Balance
Fund Balance, Janﬁary 1, i A
) }
Decreased by: -
Fund Balance Utilized as Budget Revenue ?
: |
f A

2015 201
2,930,000.00  2,482,500.00
4,114,542.35 3,528,246.45

256,949.11 - 256,499.66
59,830,822.78  58,772,813.11

272,626.77 279,138.35

1,802.16 16,975.84

18,288.83 -

826,384.55 1,037,033.27

88,792.84 1,104.97
68,340,209.39 . 66,374,311.65
5,959,800.00 5,941,081.02
7,968,659.00 7,064,751.24

370,000.00 400,000.00
1,428,299.72 1,679,199.94
1,981,220.00 1,644,900.00

38,995.76 132,750.82

18,288.83
- 6,591.63 . .1,802.16
74,817.86 50,547.36
45,346.97 32,308.38

34,145,610.00

12,971,389.58

33,179,087.00
13,094,382.13

84,007.08 729.90
65,074,737.60 63,239,828.78

3,265,471.79

3,134,482.87

3,265,471.79

3,855,724.73

3,134,482.87

3,203,741.86

7,121,196.52

2,930,000.00

6,338,224.73

2,482,500.00

4,191,196.52

3,855,724.73




Borough of New Providence, N.J.

Statement of Revenues - Regulatory Basis

Fund Balance Anticipated
Miscellaneous Revenues:
Licenses:
Alcoholic Beverages
Other
Fees and Permits
Fines and Costs:
Municipal Court
Interest and Costs on Taxes
Parking Meters
Sewer Rentals
CatLicenses
Parking Permits _
Rental of Municipal Ownded Property
Cable Television Franchise Fees
Energy Receipts Tax
Consolidated Municipal Property Tax Relief Aid
Uniform Construction Code Fees
Public and Private Revenues:
Body Armor Grant
Recycling Tonnage Grant
NJ Transportation Trust
HSDRF Public Entity Grant
Hazardous Mitigation Grant
CDBG - Senior Citizen Services Grant
CDBG - Senior Exercise, Arts and Crafts
CDBG - Window Replacement
Municipal Alliance on Alcoholism and Drug Abuse
Municipal Alliance Donatons
Union County - Streetfair Contribution
Union County - Kids Recreation Trust
Union County - Infrastructure Grant
Other Special Items:
False Alarm Revenue
Reserve for Sale of Municipal Assets
New Providence DID - Contribution for BAN P&I
Library Reimbursement
Leaf Collection Revenue
General Capital Fund Balance
Assessment Trust Surplus
Berkeley Heights Shared Court
Summit Shared Sewer Services
Multi Family Sewer Fees
Uniform Fire Safety Act
Total Miscellaneous Revenues .
Receipts from Delinquent Taxes

Subtotal General Revenues

Amount to be Raised by Taxes for Support of.
Municipal Budget - Local Tax for Municipal
Purposes Including Reserve for Uncollected Taxes
Minimum Library Tax

Total Amt. to be Raised by Taxes for Support of Budget

Budget Totals
Non-Budget Revenue

Adopted Budget
Appropriated by (N.J.S. 40A:4-87)

Exhibit A-2

Page lof2
Current Fund
Year Ended December 31, 2015
Excess or
Ref Budget Realized (Deficit)
A-1 . $  2930,000.00 2,930,000.00
A-11 7,000.00 7,500.00 500.00
A2 20,000.00 29,603.00 9,603.00
A-2 43,000.00 36,980.39 (6,019.61)
A-11 113,000.00 110,517.52 (2,482.48)
A4 55,000.00 53,249.49 (1,750.51)
A-11 11,000.00 6,731.99 (4,268.01)
A-11 200,000.00 234,561.41 34,561.41
A-11 1,275.00 1,904.00 629.00
A-11 170,000.00 224,803.89 54,803.89
A-11 65,000.00 74,114.17 9,114.17
A-11 177,142.65 177,142.75 0.10
A-11 1,292,146.00 1,292,146.00
A-11 11,673.00 11,673.00 .
A-11 350,000.00 587,633.00 237,633.00
A-23 2,524.43 2,524 .43
A-23 22,084.57 22,084.57
A-23 220,000.00 220,000.00
A-23 74,015.00 74,015.00
A-23 100,000.00 100,000.00
A-23 5,000.00 5,000.00
A-23 7,800.00 7,800.00
A-23 20,000.00 20,000.00
A-23 16,867.00 16,867.00
A-23 4217.00 4,217.00
A-23 3,000.00 3,000.00
A-23 40,000.00 40,000.00 .~
A-23 70,000.00 70,000.00
A-11 1,000.00 5,775.00 4,775.00
A-22 136,847.19 136,847.19
A-11 33,317.86 33,317.86
A-11 66,000.00 74,397.00 8,397.00
A-11 50,000.00 66,940.00 16,940.00
A-11 35,000.00 35,000.00 .
A-11 790.40 790.40
A-11 18,000.00 35,500.00 17,500.00
A-11 130,000.00 201,446.94 71,446.94
A-11 67,000.00 71,300.00 4,300.00
A-11 17,000.00 19,159.35 2,159.35
A-1 3,656,700.10 4,114,542.35 v 457,842.25
A-1/A-2 250,000.00 256,949.11 6,949.11
 6,836,700.10 7,301,491.46 464,791.36
11,969,132.90 13,691,422.37 1,722,289.47
802,236.00 802,236.00
A-2 12,771,368.90 14,493,658.37 1,722,289.47
19,608,069.00 21,795,149.83 2,187,080.83
A-1/A-2 272,626.77 272,626.77
$  19,608,069.00 22,067,776.60 2,459,707.60
A-3 ‘ ' .
A-3 19,087,170.00
A-3 520,899.00
19,608,069.00

See Accompanying Notes to Financial Statements




" Borough of New Providence, N.J.

Statement of Revenues - Regulatory Basis

Current Fund

Year Ended December 31, 2015

Analysis of Realized Revenues

. Ref
Revenue from Collections A-1/A-8
Allocated to School and County Taxes A-8
Balance for Support of Municipal

Budget Appropriations
Add : Appropriation - Reserve for Uncollected Taxes ’ A-3
Amount for Support of Municipal

Budget Appropriations A-2

Receipts from Delinquent Taxes:

Delinquent Taxes A-8
A2

Licenses - Other:

Clerk A-11
Registrar A-11
Board of Health ) A-11

A2

Fees and Permits - Other:

Clerk _ A-11

. Building Inspector Other . A-11
Police A-11
Engineering Department A-11
Registrar A-11
Variance & Tax Searches A-11
Board of Adjustment A-11
Planning Board A-11
A-2

256,949.11

7,317.00
129.00

22,157.00

493418

300.00
2,471.21
4,000.00
2,625.00

40.00
17,610.00

5,000.00

Analysis of Non-budget Revenues

Ref.
Other Accounts Receivable A-12

Hotel Tax
Insurance and Workers' Compensation Refunds
State DMV
Senior Citizens & Veterans Administration Fee
Scrap Metal
Interest on Investments
Police Escrow Administrative Fees
Smoke Detector Inspection Fees
Rent / Payroll Services NPSM Dispatch
Miscellaneous Reimbursements
A-4

See Accompanying Notes to Financial Statements

81,205.44
3,055.47
'650.00
1,692.60
3,730.10
31,256.94
45,230.00
10,875.89
27,000.00

62,465.19
267,161.63

59,830,822.78

47,237,164.41

12,593,658.37

1,900,000.00

14,493,658.37

256,949.11

29,603.00

36,980.39

5,465.14

272,626.77

Exhibit A-2

Page 2 of 2
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Borough of New Providence , N.J.

Exhibit B

Page 10f 2
Comparative Balance Sheet - Regulatory Basis
Trust Funds
December 31, 2015 and 2014
Ref, 2015 2014
Assets
Assessment Fund: v
Due from Current Fund B-4 $ 790.40
790.40
Animal License Fund: :
Cash , B-2 3,658.19 10,894.97
Cash - License Collector B-3 83.00 100.00
3,741.19 10,994.97
Other Trust Funds:
Cash : B-2 2,199,505.75 2,074,181.99
Cash - Payroll B-9 49,310.36 47,900.34
Due from Current Fund (Open Space) ' B-4 108.97 171.14
Other Accounts Receivable B-5 6,094.08 4,199.16
) 2,255,019.16 2,126,452.63
Emergency Services Volunteer Length of
Service Award Program: (Unaudited)
Cash in Plan B-2 318,863.62 348,561.22
Contributions Receivable ' B-13 21,000.00 22,000.00
339,863.62 370,561.22
Total Assets $ 2,598,623.97 2,508,799.22

____ See Accompanying Notes to Financial Statements
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. Borough of New Providence , N.J.
Comparative Balance Sheet - Regulatory Basis
Trust Funds

December 31, 2015 and 2014

Exhibit B

Page 20f2

N
—
NN

790.40

790.40

10,988.97
6.00

10,994.97

674,418.69
47,900.34

1,347,543.05
23,526.46
33,064.09

2,126,452.63

370,561.22

Ref. 2015
Liabilities, Reserves & Fund Balance
Assessment Fund:
Fund Balance B-1 $
Animal License Fund:
Reserve for Dog Fund Expenditures B-6 3,727.39
Due to State of New Jersey ' B-7 13.80
3,741.19
Other Trust Fund:
Interfund - Current Fund (Other Trust) B-4
Interfund - Current Fund (Recreation Trust) B-4
Various Other Trust Funds B-8 511,298.07
Payroll Deductions B-9 49,310.36
Reserve for:
Construction and Other Deposits B- 1,294,986.10
Unemployment Insurance Trust Fund B-11 22,370.55
Municipal Open Space B- 377,054.08
2,255,019.16
Emergency Services Volunteer Length of
Service Award Program: (Unaudited)
Net Assets Available for Benefits B-14 339,863.62
339,863.62

Total Liabilities, Reserves & Fund Balance

- -——- .See-Accompanying Notes to Financial Statements ---- - -
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Exhibit B-1
Borough of New Providence , N.J.
Statement of Fund Balance - Regulatory Basis

Assessment Trust Fund

Year Ended December 31, 2015

Ref.
Balance - December 31, 2014 B $ 790.40
Decreased by:
Payment to Current Fund as
Anticipated Revenue B-2 790.40
Balance - December 31, 2015 B/B-3 $ 0.00

See Accompanying Notes to Financial Statements
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Borough of New Providence, N.J.

Comparative Balance Sheet - Regulatory Basis

General Capital Fund

December 31, 2015 and 2014

Assets

Cash

Various Receivables

Deferred Charges to Future Taxation:
Funded '
Unfunded

Interfund - State & Federal Grant Fund

Liabilities, Reserves and Fund Balance
Interfund - Current Fund
General Serial Bonds
Bond Anticipation Notes
Improvement Authorizations:

Funded

Unfunded
Capital Improvement Fund
Reserve for:

Debt Service

Redwood ERC Sewer Project
- Fund Balance

Ref.

C-2/C-3
-4

Qo O
o0 ON

2o
pragi\o RN

QOO0
Sjangan

als
o

o

$

$

Exhibit C

2015 014
6,203,256.37  2,094,588.90
383,407.50 383,407.50
19,360,000.00  10,520,000.00
482,564.74  7,562,544.74
650,000.00 450,000.00
27,079,228.61  21,010,541.14
5.80 2.09
19,360,000.00  10,520,000.00
3,250,000.00
5,807,670.78 1,319,979.75
47121250  5,344,783.55
32,004.13 13,584.13
1,064,537.78 183,394.00
225,000.00 225,000.00
118,797.62 153,797.62
27,079,228.61  21,010,541.14

Footnote: There were $482,564.74 and $4,312,544.74 of Bonds and Notes Authorized But Not Issued per
Exhibit C-14 on December 31, 2015 and 2014

See Accompanying Notes to Financial Statements
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- Exhibit C-1
Borough of New Providence, N.J.
Comparative Statement of Changes in Fund Balance - Regulatory Basis

General Capital Fund

Year Ended December 31, 2015

Ref. 2015 2014
Balance - December 31, 2014 C $ 153,797.62 184,135.12
Increased by:
Premium on Sale of Bond Anticipation Notes ‘ 19,662.50
153,797.62 203,797.62
Decreased by:
Appropriated to Current Year Budget Revenue C-2 35,000.00 50,000.00
Balance - December 31, 2015 C,C-3 A 118,797.62 153,797.62

See Accompanying Notes to Financial Statements
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GENERAL FIXED ASSET ACCOUNT GROUP Exhibit D
Borough of New Providence , N.J.
Comparative Statement of General Fixed Assets

December 31, 2015 and 2014

i | 2015 2014 1
| General Fixed Assets: 4 |
? Buildings and Construction $ 12,725,348.59 § 12,725,348.59
Land Improvements 2,742,520.95 2,742,520.95
» Underground Equipment & Utilities 1,160,586.00 1,160,586.00
§ 23,773,588.91 $ 23,113,999.32
Investment in Fixed Assets $ 23,773,588.91 $ 23,113,999.32

Machinery and Equipment 7,145,133.37 6,485,543.78
See Accompanying Notes to Financial Statements
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NOTE1:

BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014

" SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

The financial statements of the Borough of New Prov1dence have been prepared in conformity
with accounting principles and practices prescribed by the Division of Local Government
Services, Department of Community Affairs, State of New Jersey (the “Division”) which is
a comprehensive basis of accounting other than generally accepted accounting principles.

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 accounts

for its financial transactions through the followmg separate funds which differ from the fund

structure required by GAAP. -

A. Reporting Entity

The Borough of New Providence (the “Borough”) operates under a Mayor/Council form 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. The Borough’s major
operations include public safety, .road repair and maintenance, sanitation, fire protection,
recreation and parks, health services, and general administrative services.

* GASB has issued Statement No. 14 which requires the financial reporting entity to include

both the primary 'government and those component units for which the primary government
is financially accountable. Financial accountability is defined as appointment of a voting

‘majority of the component unit’s board, and either a) the ability to impose will by the primary

government, or b) the possibility that the component unit will provide a financial benefit to or
impose a ﬁnanc1al burden on the pnmary government

However, the mumcrpahtles in the State of New Jersey do not prepare financial statements in
accordance with GAAP and thus do not comply with all of the GASB pronouncements. The

financial statements contained herein include -only -those boards, bodies, officers or =

commissions as required by NJS 40A:5-5: Accordingly, the financial statements of the
Borough do not include the Free Public Library, which is considered a component unit under
GAAP. Complete financial statements of the above component can be obtained by contacting
the Treasurer of the: respectrve entrty ) :
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NOTE 1:

BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014
(CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

" B. Measurement Focus, Basis of Accounting and Basis of Presentation

The Borough uses funds, as required by the Division, to report on its financial position and the
results of its operations. Fund accounting is designed to demonstrate legal compliance and to
aid financial administration by segregating transactions related to certain Borough functions
or activities. An account group, on the other hand, is designed to provide accountability for
certain assets and liabilities that are not recorded in those Funds.

The Borough has the following funds and account grdups: e .
Current Fund - This fund accounts for resources and expenditures for govérnmental operations
of a general nature, including Federal and State grants.

Trust Filnds - Trust Funds are used to account for assets held by the gbvernment in a trustee
capacity. Funds held by the Borough as an agent for individual, private organizations, or other
governments are recorded in the Trust Funds.

Assessment Trust - This fund deals with the hauling of special assessment levies against
property for the cost of an improvement, the whole or a part of which costs are levied
against the property receiving the benefit. :

All Other Trust Funds - These funds are established to account for the assets and
resources which are also held by the Borough as a trustee or agent for individuals,
private organizations, other governments and/or other funds.

- Animal Control Fund - This fund is used to account for fees collected from dog licenses
- and expenditures which are regulated by NJS 4:19-15.11.

Emergency Services Volunteer Length of Service. Awards Program - This fund is used
to account for the cumulative payments to participant’s in the emergency services
volunteer length of service award program including any income, gains, losses or
increases or decreases in market value attributable to the interest of the participant’s
length of service awards. - '

General Capital Fund - This fund is used to account for the receipt and disbursement of funds

used for acquisition or improvement of general capital facilities, other than those acquired in
the Current Fund. h

General Fixed Asset Account Group - To account for all fixed assets of the Borough. The
Borough’s infrastructure is not reported in the group.
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NOTE 1:

BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014
(CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued) .

Basis of Accounting

A modified accrual basis of accounting is followed by the Borough of New Providence. Under
this method of accounting revenues, except State/Federal Aid, are recognized when received
and expenditures are recorded, when incurred. The accounting principles and practices
prescribed for municipalities by the Division differ in certain respects from generally accepted
accounting principles (GAAP) applicable to local government units. The more significant
differences are as follows:

Property Tax Revenues - Real property taxes are assessed locally, based upon the assessed
value of the property. The tax bill includes a levy for Municipal, County, and School
purposes. The bills are mailed annually in June for that calendar year’s levy. Taxes are
payable in four quarterly installments on February 1, May 1, August 1, and November 1. The
amounts of the first and second installments are determined as one quarter of the total tax
levied against the property for the preceding year. The installment due the third and fourth
quarters is determined by taking the current year levy less the amount previously charged for
the first and second installments, with the remainder being divided equally. If unpaid on these
dates, the amount due becomes delinquent and subject to interest at 8% per annum, or 18%
on any delinquency amount in excess of $1,500. The school levy is turned over to the Board
of Education as expenditures are incurred, and the balance, if any, must be transferred as of
June 30, of each fiscal year. County taxes are paid quarterly on February 15, May 15,
August 15 and November 15, to the County by the Borough. When unpaid taxes or any
municipal lien, or part thereof, on real property, remains in arrears on the 11® day of the 11®
month in the fiscal year taxes are levied, the collector in the municipality shall subject to the
provisions of the New Jersey Statutes enforce the lien by placing the property on a tax sale.
Annual in rem tax foreclosure proceedings are instituted to enforce the tax collection or
acquisition of title to the property by the Borough. In accordance with the accounting
principles prescribed by the State of New Jersey, current and delinquent taxes are realized as
revenue when collected. Since delinquent taxes and liens are fully reserved, no provision has
been made to estimate that portion of the taxes receivable and tax title liens that are
uncollectible. GAAP requires property tax revenues to be recognized in the accounting period
when they become susceptible to accrual, reduced by an allowance for doubtful accounts.

Miscellaneous Revenues - Miscellaneous revenues are recognized on a cash basis.

Receivables for the miscellaneous items that are susceptible to accrual are recorded with
offsetting reserves on the balance sheet of the Borough’s Current Fund. GAAP requires such
revenues to be recognized in the accounting period when they become susceptible to accrual.

Grant Revenues - Federal and State grants, entitlements or shared revenues received for
purposes normally financed through the Current Fund are recognized when anticipated in the
Borough’s budget. GAAP requires such revenues to be recognized in the accounting period
when they become susceptible to accrual.
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NOTE 1:

BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014 :
(CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

Basis of Accounting, (continued)

Budgets and Budgetary Accounting - An annual budget is required to be adopted and
integrated into the accounting system to provide budgetary control over revenues and
expenditures for the current fund. Budget amounts presented in the accompanying financial
statements represent amounts adopted by the Borough and approved by the State Division of
Local Government Services per N.J.S.A. 40A:4 et seq.

The Borough is not required to adopt budgets for the following funds:

General Capital Fund
Trust Funds

The governing body shall introduce and approve the annual budget not later than February 10,
of the fiscal year. The budget shall be adopted not later than March 20, and prior to adoption
must be certified by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey. The Director of the Division of Local Government Services,
with the approval of the Local Finance Board may extend the introduction and approval and
adoption dates of the municipal budget. The budget is prepared by fund, function, activity and
line item (salary or other expense) and includes information on the previous year. The legal
level of control for appropriations is exercised at the individual line item level for all operating
budgets adopted. Emergency appropriations, those made after the adoption of the budget and
determination of the tax rate, may be authorized by the governing body of the municipality.
During the last two months of the fiscal year, the governing body may, by a 2/3 vote, amend
the budget through line item transfers. Management has no authority to amend the budget
without the approval of the Governing Body. Expenditures may not legally exceed budgeted
appropriations at the line item level. During 2015, the Borough Council increased the original
budget by $520,899.00. The increase was funded by $520,899.00 of additional grants and
contributions given to the Borough. In addition, several budget transfers were approved by
the governing body.

Expenditures - Are recorded on the “budgetary” basis of accounting. Generally, expenditures
are recorded when an amount is encumbered for goods or services through the issuance of a
purchase order in conjunction with an encumbrance accounting system. Outstanding
encumbrances at December 31, are reported as a cash liability in the financial statements.
Unexpended or uncommitted appropriations, at December 31, are reported as expenditures
through the establishment of appropriation reserves unless canceled by the governing body.
GAAP requires expenditures to be recognized in the accounting period in which the fund
liability is incurred, if measurable, except for unmatured interest on general long-term debt,
which should be recognized when due.
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NOTE 1:

BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014
(CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)
Basis of Accounting, (continued)

Encumbrances - 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 - Are available, until 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
vacation and sick pay are not recorded until paid. GAAP requires that the amount that would
normally be liquidated with expendable available financial resources be recorded as an
expenditure in the operating funds and the remaining obligations be recorded as a long-term
obligation.

Property Acquired for Taxes - Is recorded in the Current Fund at the assessed valuation when
such property was acquired and fully reserved. GAAP requires such property to be recorded
in the General Fixed Assets Account Group at market value on the date of acquisition.

Interfunds - Interfund receivables in the Current Fund are recorded with offsetting reserves
which are created by charges to operations. Income is recognized in the year the receivables
are liquidated. Interfund receivables in the other funds are not offset by reserves. GAAP does
not require the establishment of an offsetting reserve.

Inventories - The costs of inventories of supplies for all funds are recorded as expenditures at
the time individual items are purchased. The costs of inventories are not included on the
various balance sheets.

Cash and Investments - Cash includes amounts in demand deposits as well as short-term
investments with a maturity date within one year of the date acquired by the government.
Investments are stated at cost which approxnnates fair value and are limited by N.J.S.A.
40A:5-15. l(a)

Deferred Charges to Future Taxation Funded and Unfunded Upon the authonzatlon of capital
projects, the Borough establishes deferred charges for the costs of the capital projects to be
raised by future taxation. Funded deferred charges relate to permanent debt issued, whereas
unfunded deferred charges relate to temporary or nonfunding of the authorized cost of capital
projects. According to N.J.S.A. 40A:2-4, the Borough may levy taxes on all taxable property
within the local unit to repay the debt. Annually, the Borough raises the debt requirements for
that particular year in the current budget. As the funds are raised by taxation, the deferred
charges are reduced.
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NOTE 1:

BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014
(CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)
Basis of Accounting, (continued)
General Fixed Assets - The Borough of New Providence has developed a fixed assets

accounting and reporting system, as promulgated by the Division of Local Government
Services, which differs in certain respects from generally accounting principles.

Fixed assets used in governmental operations (general fixed assets) are accounted for in the
General Fixed Assets Account Group. Public domain (“infrastructure™) general fixed assets
consisting of certain improvements other than buildings, such as roads, bridges, curbs and
gutters, streets and sidewalks and drainage systems are not capitalized.

All fixed assets are valued at historical cost or estimated historical cost if actual historical cost
is not available, except land which is valued at estimated market value.

No depreciation has been provided for in the financial statements.

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

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

~ separately.

GAAP requires that fixed assets be capitalized at historical or estimated historical cost if actual
historical cost is not available.

Use of Estimates - The preparation of financial statements requires management of the
Borough to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period.
Accordingly, actual results could differ from those estimates. ‘

Comparative Data - Comparative data for the prior year has been presented in the
accompanying balance sheets and statements of operations in order to provide an
understanding of changes in the Borough’s financial position and operations. However,
comparative data have not been presented in all statements because their inclusion would make
certain statements unduly complex and difficult to understand.
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NOTE 1:

BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014
(CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

Basis of Accounting, (continued)

Recent Accounting Pronouncements

In June 2012, the¢ Governmental ‘Accounting Standards Board (GASB) issued GASB
Statement No. 68, Accounting and Financial Reporting for Pensions — an amendment of
GASB Statement No. 27. This statement, which is effective for fiscal periods beginning after
June 15, 2014, will not have any effect on the entity’s financial reporting. However, the
provisions of this statement required significant modifications to the disclosure requirements

- related to the entity’s proportionate share of the cost-sharing defined benefit plans reported at
) the State of New Jersey level. - K | i

In Apnl of 201 3 the Government Accountmg Standards Board issued GASB Statement No.

70, Accounting and Financial Reporting for Nonexchange Financial Guarantees. The
objective of this Statement is to improve accounting and financial reporting by state and local
governments that extend and receive nonexchange financial guarantees. This Statement is
effective for reporting periods beginning after June 15,2013 and w111 not have any impact on
the entity’s financial statement disclosures.

InNovember 2013, the Government Accounting Standards Board issued GASB Statement No.

71, Pension Transition for Contributions Made Subsequent to the Measurement Date — an

amendment of GASB Statement No. 68. The provisions of this statement are required to be
applied simultaneously with the provisions of Statement 68 which is effective for periods
beginning after June 15, 2014.: The provisions of this Statement required significant
modifications to the disclosure requirements related to the entity’s proportionate share of the
cost-sharing defined benefit plans reported at the State of New Jersey level.

In February 2015, the Government Accounting Standards Board issued GASB Statement No.
72, Fair Value Measurement and Application. This Statement addresses accounting and
financial reporting issues related to fair value measurements. The definition of fair value is
the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. This Statement also
provides guidance for determining a fair value measurement for financial reporting purposes.
This’ Statement also provides guidance for applying fair value to certain investments and
disclosures related to all fair value measurements: This Statement is effective for periods
beginning after June 15, 2015. The Borough is currently reviewing what effect, if any, this

Statement might have on future financial statements
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NOTE 1:

"BOROUGH OF NEVW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
. YEARS ENDED DECEMBER 31, 2015 AND 2014
(CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued) -

Basis of Accounting, (continued)

Recent Accounting Pronouncements, (continued)

In June 2015, the Government Accounting Standards Board issued GASB Statement No. 73,
Accounting and Financial Reporting for Pensions and Related Assets That Are Not Within the
Scope of GASB Statement 68 and Amendments to Certain Provisions of GASB Statements 67
and 68. This Statement is effective for periods beginning after June 15, 2015 — except those
provisions that address employers and governmental nonemployer contributing entities for
pensions that are not within the scope of Statement 68, which are effective for financial
statements for periods beginning after June 15, 2016. The Borough is currently reviewing
what effect, if any, this Statement might have on future financial statements.

In June 2015, the Government Accounting Standards Board issued GASB Statement No. 74,
Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans. This
Statement applies to OPEB plans and basically parallels GASB Statement 67 and replaces
GASB Statement 43 and is effective for periods beginning after June 15, 2016. The Borough
is currently reviewing what effect, if any, this Statement might have on future financial
statements.

In June 2015, the Government Accounting Standards Board issued GASB Statement No. 75,
Accounting and Financial Reporting for Postemployment Benefits Other.Than Pensions. This
Statement applies to government employers who provided OPEB plans to their employees and
basically parallels GASB Statement 68 and replaces GASB Statement 45. The Statement is
effective for periods beginning after June 15, 2017. The Borough is currently reviewing what
effect, if any, this Statement might have on future financial statements.

In June 2015, the Government Accounting Standards Board issued GASB Statement No. 76,
The Hierarchy of Generally Accepted Accounting Principles for State and Local Governments,
which reduces the GAAP hierarchy to two categories of authoritative GAAP from the four
categories under GASB Statement No. 55, The Hierarchy of Generally Accepted Accounting
Principles for State and Local Governments. - The first category of ;authoritative GAAP
consists of GASB Statements of Governmental Accounting Standards. The second category
comprises GASB Technical Bulletins and Implementation Guides, as well as guidance from
the American Institute of Certified Public Accountants that is cleared by the GASB. This
Statement is effective for periods beginning after June 15, 2015. The Borough is currently
reviewing what effect, if any, this Statement might have on future financial statements.
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NOTE 1:

BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014
(CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

Basis of Accounting, (continued)

Recent Accounting Pronouncements, (continued)

In August 2015, the Government Accounting Standards Board issued GASB Statement No.
17, Tax Abatement Disclosures, which improve financial reporting by giving users of financial
statements essential information that is not consistently or comprehensively reported to the
public at present. Disclosure of information about the nature and magnitude of tax abatements
will make these transactions more transparent to financial statement users. As a result, users
will be better equipped to understand (1) how tax abatements affect a government's future
ability to raise resources and meet its financial obligations and (2) the impact those abatements
have on a government's financial position and economic condition. The Borough is currently
reviewing what effect, if any, this Statement might have on future financial statements.

In December 2015, the Government Accounting Standards Board issued GASB Statement No.
18, Pensions Provided Through Certain Multiple-Employer Defined Benefit Pension Plans.

The objective of this Statement is to address a practice issue regarding the scope and
‘applicability of Statement No. 68, Accounting and Financial Reporting for Pensions. This

issue is associated with pensions provided through certain multiple-employer defined benefit
pension plans and to state or local governmental employers whose employees are provided
with such pensions. This Statement is effective for reporting periods beginning after
December 15, 2015. The Borough is currently reviewing what effects, if any, this Statement
might have on future financial statements.

In December 2015, the Government Accounting Standards Board issued GASB Statement No.
19, Certain External Investment Pools and Pool Participants. This Statement addresses
accounting and financial reporting for certain external investment pools and pool participants.

Specifically, it established criteria for an external investment pool to qualify for making the
election to measure all of its investments at amortized cost for financial reporting purposes.

This Statement is effective for periods beginning after June 15, 2015, and for certain
provisions, periods beginning after December 15,2015. The Borough is currently reviewing
what effects, if any, this Statement might have on future financial statements.

C. Basic Financial Statements

The GASB Codification also defines the financial statements of a governmental unit to be
presented in the general purpose financial statements to be in accordance with GAAP. The
Borough presents the financial statements listed in the table of contents which are required by
the Division and which differ from the financial statements required by GAAP. In addition,
the Division requires the financial statements listed in the table of contents to be referenced
to the supplementary schedules. This practice differs from GAAP.
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NOTE 2:

BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014
(CONTINUED)

CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash

Custodial Credit Risk - Deposits

Custodial credit risk is the risk that in the event of a bank failure, the government’s deposits
may not be returned to it. The Borough’s policy is based on New Jersey Statutes requiring
cash be deposited only in New Jersey based banking institutions that participate in New Jersey
Governmental Depository Protection Act (GUDPA) or in qualified investments established
in New Jersey Statutes 40A:5-15.1(a) that are treated as cash equivalents. As of December31,
2015 and 2014, $-0- of the Borough’s bank balance of $15,239,401.44 and $11,011,536.44,
respectively, was exposed to custodial credit risk.

Investments

Investment Rate Risk

The Borough does not have a formal investment policy that limits investment maturities as a’
means of managing its exposure to fair value losses arising from increasing interest rates.

However, New Jersey Statutes 40A:5-15.1(a) limits the length of tlme for most investments

to 397 days.
Crcdit Risk

New Jersey Statutes 40A:5-15.1(a) limits municipal investments to those specified in the
Statutes. The type of allowance investments are Bonds of the United States of America, bonds
or other obligations of the towns or bonds or other obligations of the local unit or units within
which the town is located: obligations of federal agencies not exceeding 397 days; government
money market mutual funds; the State of New Jersey Cash Management Plan; local
government investment pools; or repurchase of fully collateralized securities.

C(;ncentraﬁon of Credit Risk

The Borough places no limit on the amount the Borough may invest in any one issuer.
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BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014
(CONTINUED)

NOTE 2: CASH, CASH EQUIVALENTS AND INVESTMENTS, (continued)

Unaudited Investments ' R R S . h

As more fully descnbed in Note 16, the Borough has created a Length of ‘Service Award

" Program (LOSAP) for emergency service volunteers. The LOSAP investments are similar to
those allowed in a deferred compensation program as specified in NJSA 43:15B-1 et. seq.
except that all investments are retained in the name of the Borough. All investments are
valued at fair value. Inaccordance with NJAC 5:30-14.37, the investments are maintained by
Lincoln Financial Group, which is an authorized provider approved by the Division of Local
Government Services. The balance in the account on December 31,2015 and 2014 amounted
to $318,863.62 and $348,561.22, respectively.

The following investments represent 5% or more of the total invested with Lincoln Financial
Group on December 31, 2015 and 2014:

015 2014

Growth $177,021.41 $194,077.15°
Fixed Income 64,059.94 74,364.45 .
Income ¢ . ‘ s 29,539.26 37,916.70
Growth and Income - 21,427.57 22,445.44
All Others S 26.815.44 19.757.48
Total $318.863.62 $348.561.22

NOTE 3: MUNICIPAL DEBT

#

- Long-term debt as of December 31, 2015 consisted of the following:

) Amounts Due
Balance ) Ending Within
- Dec. 31,2014 Additions Reductions Balance One Year
- -Bonds Payable - General
- Obligation Debt Co $10,520=000 00 $9.980.,000.00 $1.140,000.00 | $19,360,000 00 $1,425,000.00
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NOTE 3:

BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014
(CONTINUED)

MUNICIPAL DEBT, (continued)

The Local Bond Law governs the issuance of bonds and notes to finance capital expenditures.
General obligation bonds have been issued for the general capital fund. "All bonds are retired
in serial instaliments within the statutory period of usefulness. Bonds issued by the Borough

- are general obligation bonds, backed by the full faith and credit of the Borough. Bond

anticipation notes, which are issued to temporarily finance capital projects, must be paid off
within ten years and five months or retired by the issuance of bonds.

The Borough’s debt is summarized as follows:

Year 2015 Year 2014 Year 2013

Issued:
General: _ :
Bonds and Notes $19,360,000.00 $13,770,000.00 $11,675,000.00
Loans 0.00 0.00 270.,000.00
Total Issued 19.360.000.00 13.770.000.00 11.945.000.00
Authorized But Not Issued
General: _
Bonds and Notes __482.564.74 4.312.544.74 5.290.019.74

Net Bonds and Notes Issued and _ '.
Authorized But Not Issued $19.842.564.74 $18.082.544.74 $17.235.019.74

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
.80%.

Gross Debt Deductions Net Debt
Local School District $8,920,000.00 $8,920,000.00 $0.00
General Debt ' 19.842.564.74 183.394.00 19.659.170.74

$28.762.564.74 $9.103.394.00  $19.659.170.74
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NOTE 3:

BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31,2015 AND 2014
(CONTINUED)

MUNICIPAL DEBT, (continued)

Net Debt $19,659,170.74 divided by equahzed valuation basis per N.J.S. 40A:2-2 as amended,

$2,456,212,141.33 = .80%.

BORROWING POWER UNDER N.J.S. 40A:2-6 AS AMENDED

3 1/z% of Equalized Valuatmn Basis (Mumc1pa1) $85,967,424.94

Net Debt 19.659.170.74

Remaining Borrowing Power $66.308.254.20

The Borough's bonded debt consisted of the following at December 31, 2015:

. - Amount

Paid by Current Fund: Outstanding

General Improvement Bonds - $4,165,000.00 issued August 1, 2006 due o

through August 1, 2021 with variable interest rates of 4.125% to 4.250% $2,000,000.00

General Improvement Bonds - $8,910,000.00 issued May 15, 2012 due -

through May 15,2027 with variable interest rates of 2.00% to 2.125% 7,380,000.00

General Improvement Bonds - $9,980,000.00 issued July 10, 2015 due

March 1, 2016 through March 1, 2029 with variable interest rates of

3.00% to 4.00% 9.980.000.00
$19.360.000.00

General Capital Serial Bonds are direct obligations of the Borough for which its full faith and
credit are pledged and are payable from taxes levied on all taxable property located within the

Borough.
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NOTE 3:

NOTE 4:

BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2015 AND 2014

(CONTINUED)

MUNICIPAL DEBT, (continued)

SCHEDULE OF ANNUAL DEBT SERVICE FOR PRINCTIPAT AND INTEREST BONDED
DEBT ISSUED AND OUTSTANDING.

General
Calendar

Year Principal Interest Total
2016 $1,425,000.00 $629,913.33 $2,054,913.33
2017 1,425,000.00 533,490.00 1,958,490.00
2018 1,425,000.00 488,265.00 1,913,265.00
2019 1,425,000.00 443,040.00 1,868,040.00
2020 1,450,000.00 397,315.00 1,847,315.00
2021 1,460,000.00 - 349,665.00 1,809,665.00
2022 1,270,000.00 300,615.00 1,570,615.00
2023 1,445,000.00 258,715.00 1,703,715.00
2024 1,445,000.00 213,315.00 1,658,315.00
2025 1,570,000.00 165,415.00 1,735,415.00
2026 1,570,000.00 119,377.50 1,689,377.50
2027 1,570,000.00 77,470.00 1,647,470.00
2028 950,000.00 42,150.00 992,150.00
2029 930,000.00 13.950.00 943.950.00

$19.360,000.00 $4,032.695.83 $23.392.695.83

At December 31, 2015, the Borough had authorized but not issued debt of $482,564.74.

BOND ANTICIPATION NOTES

The Borough issues bond anticipation notes to temporarily fund various capital projects prior
to the issuance of serial bonds. The term of the notes cannot exceed one year but the notes may
be renewed from time to time for a period not exceeding one year. Generally, such notes must
be paid no later than the first day of the fifth month following the close of the tenth fiscal year
following the date of the original notes. The State of New Jersey also prescribes that on or
before the third anniversary date of the original note a payment of an amount at least equal to
the first legally payable installment of the bonds in anticipation of which such notes were
issued be paid or retired. A second and third legal installment must be paid if the notes are to
be renewed beyond the fourth and fifth anniversary date of the original issuance.

On December 31, 2015, the Borough had no outstanding general capital bond anticipation

notes.
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NOTE 5:

NOTE 6:

NOTE 7:

_funds.

BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014
(CONTINUED)

BOND ANTICIPATION NOTES, (continued)-
The following activity related to bond anticipation notes occurred during the cazlendar year

ended December 31, 2015:

Beginning - : Ending

Balance . Additions Reductions Balance
. i
~ Notes Payable: o
TD Securities $3.250,000.00 ~ § $3.250,000.00 ~ $ .

i

' DEFERRED CHARGES TO BE RAISED IN SUCCEEDING BUDGETS

Certain expenditures are required to be deferred to budgets of succeeding 'ﬁ iyears. At
December 31,2015, there were no deferred charges shown on the balance sheets of the various

SCHOOL TAXES

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

PENSION PLANS |

" Description of Systems:

Substantially all of the Borough’s employees part1c1pate in one of the following eontributory
defined benefit public employee retirement systems which have been estabhsh ed by State
statute: the Police and Firemens’ Retirement System (PFRS) or the Public Employees’
Retirement System'(PERS)." These systems are sponsored and administered by,the State of
New Jersey. The Public Employees’ Retirement System and the Police and Firemens’
Retirement System (PFRS) are considered a cost sharing multiple-employer plans According
to the State of New Jersey Administrative Code, all obligations of the systems w111 be assumed
by the State of New Jersey should the systems terminate.

~ =
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NOTE 7:

BOROUGH OF NEW PROVIDENCE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014
(CONTINUED)

PENSION PLANS, (continued)

Description of Systems: (continued)

Public Employees’ Retirement System (PERS)

The Public Employees’ Retirement System was established in January, 1955 under the
provisions of N.J.S.A. 43:15A to provide coverage including post-retirement health care to
certain qualified members. Membership is mandatory for substantially all full time employees
of the State or any county, municipality, school district or public agency provided the
employee is not required to be a member of another State-administered retirement system.
Vesting occurs after 8-10 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 1/55th of
the average annual compensation for the highest three fiscal years’ compensation for each year
of membership during years of creditable service. Early retirement is available to those under
age 60 with 25 or more years of credited service. Members are always fully vested for their
own contributions and, after three years of service credit, become vested for 2% of related
interest earned on contributions. In case of death before retirement, members’ beneficiaries
are entitled to full interest credited to the members’ accounts.

Chapter 103, P.L. 2007 amended the early retirement reduction formula for members hired on
or after July 1, 2007 and retiring with 25 years of service to be reduced by 1% for every year
between age 55 and 60, plus 3% for every year under age 55.

Chapter 89, P.L. 2008 increased the PERS eligibility age for unreduced benefits from age 60
to age 62 for members hired on or after November 1, 2008; increased the minimum annual
compensation required for membership eligibility for new members. Also, it amended the
early retirement reduction formula for members hired on or after November 1, 2008 and

- retiring with 25 years of service to be reduced by 1% for every year between age 55 and 62,

plus 3% for every year under age 55.

Chapter 1, P.L. 2010, effective May 21, 2010, changed the membership eligibility criteria for
new members of PERS from the amount of compensation to the number of hours worked
weekly. Also, it returned the benefit multiplier for new members of PERS to 1/60 from 1/55,
and it provided that new members of PERS have the retirement allowance calculated using the
average annual compensation for the last five years of service instead of the last three years
of service. New members of PERS will no longer receive pension service credit from more
than one employer. Pension service credit will be earned for the highest paid position only.

This law also closed the Prosecutors Part of the PERS to new members and repealed the law
for new members that provided a non-forfeitable right to receive a pension based on the laws
of the retirement system in place at the time 5 years of pension service credit is attained. The
law also requires the State to make its full pension contribution, defined as 1/7th of the
required amount, beginning in fiscal year 2012.
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PENSION PLANS, (continued)

Description of Systems: (continued)

Public Employees’ Retirement System (PERS), (continued)

Chapter 3, P.L. 2010, effective May 21, 2010, replaced the accidental and ordinary disability
retirement for new members of PERS with disability insurance coverage similar to that
provided by the State to individuals enrolled in the State’s Defined ContrlbutlonI Retirement
Program. :

Chapter 78, P.L. 2011, provides that new members of PERS hired on or after June 28, 2011
(Tier 5 members) will need 30 years of creditable service and age 65 for receipt of the early
retirement benefit without a reduction of %4 of 1% for each month that the member is under age
65. Tier 5 members will be eligible for a service retirement benefit at age 65.

Police and Firemens’ Retirement System (PFRS)

The Police and Firemens’ Retirement System was established in July 1944 under the
provisions of N.J.S.A. 43:16A to provide retirement, death and disability be%neﬁts to its
members. Membership is mandatory for all full time county and municipal police and
firemen, and state firemen or officer employees with police powers appointed after June 30,
1944,

Enrolled members of the Police and Firemens’ Retirement System may retire at age 55 with
no minimum service requirement. The annual allowance is equal to 2% of the members’ final
compensation for each year of service up to 30 years, plus 1% of each year of creditable
service over 30 years. Final compensation equals the compensation for the final year of
service prior to retirement. Special retirement is permltted to members who have 25 or more
years of creditable service in the system.

Benefits fully vest on reaching 10 years of service. Members are always fully vested for their
own contributions. In the case of death before retirement, members’ beneficiaries are entitled
to full payment of members’ contributions.

Chapter 1, P.L. 2010, effective May 21, 2010, eliminated the provision in PFRS that would
permit a member to retire, at any age after 25 years of service credit, on a special retirement
allowance of 70% of final compensation after the retirement system reaches a funded level of
104%. Also, for new members of PFRS, the law capped the maximum compensation that can
be used to calculate a pension from the plan at the annual wage contribution base for Social
Security, and requires the pension to be calculated using a three year average annual
compensation instead of the last year’s salary