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BOROUGH OF HELMETTA

Helmetta, New Jersey 08828

July 11, 2012

TO:  The Honorable Mayor and Council Members

RE: Comprehensive Annual Financial Report for the
: Year Ended December 31, 2011

The Comprehensive Annual Financial Report for the Borough of Helmetta, County of Middlesex,
State of New Jersey, is submitted herewith and includes financial statements and supplemental
schedules. | believe that it is accurate in all material respects; that it is presented in a manner
designed to set forth fairly the financial position and results of operations of the Borough of
Heimetta as measured by the financial activity of its various funds and account groups; and that
all disclosures necessary to enable the reader to gain maximum understanding of the Borough's
financial affairs have been included.

The Comprehensive Annual Financial Report (CAFR) is presented in four (4) sections:
Introductory, Financial, Statistical, and Auditor's Comments and Recommendations. The
Introductory Section includes this transmittal letter, the Borough's Organizational Chart and a
Roster of Officials. The Financial Section includes the annual financial statements and
individual fund financial schedules, as well as the Independent Auditors' Report. The Statistical
Section includes “selected financial, economic and demographic information, generally
presented on a multi-year basis. Responsibility for completeness and clarity of the report,
including disclosures, rests with the Chief Financial Officer and ultimately with the Mayor and
Council. The fourth and final section is prepared by the Independent Auditor and contains their
required annual comments and recommendations, if any, to the Mayor and Council. The Mayor
and Council are required to adopt a plan of action on the implementation of any audit
recommendations. '

The financial statements have been audited by Gerard Stankiewicz, CPA, RMA of Samuel Klein
and Company, Certified Public Accountants, whose opinion is expressed in the Financial
Section. Please note that the Independent Auditors' Report is unqualified and states that the
financial statements are presented fairly in conformity with the basis of accounting as prescribed
by the Division of Local Government Services, Department of Community Affairs, State of New

Jersey.



PRESENT AND FUTURE GHALLENGES

During the 2011 calendar year, the Borough of Helmetta has made progress in a number of
operational and financial areas; however, this administration is clearly aware of the issues and
problems that continue to demand our attention and improvement. While we take pride in the
accomplishments of the past year, we are mindful of the issues that continue to face us.

CURRENT FUND

in 2011, our Current Fund, which encompasses the general government functions of the
Borough, had revenues of $2,149,293.29, exclusive of fund balance, expenditures of
$2,162,460.86 and a decrease of $7,758.63 in fund balance at year-end. The Current Fund
revenues increased approximately 11.76% or $252,019.15 over 2010. Below is a comparison
of the Current Fund revenues.

Increase/(Dacrease)
2011 2010 Amount Percent
Local Sources:
Fund Balance Utlized $ 24800000 §& 248,000.00
Current Tax Revenue 1,180,064.52 1,151,660.26 § 28,404.26 2.47 %
Delinguent Tax Revenue 111,556.44 895,395.77 16,160.67 16.94
Miscellaneous Revenue
Aniicipated 455467.72 349 870.37 105,5697.35 30.18
Board of Education Surplus 77,000.00 67,608.00 8 392.00 13.89
Non-Budget Revenues 70,928.65 33,595.86 37,332.79 111.12
Other Credits to Income 64,461.10 44 643.94 18,817.16 4439
Total Revenues from
Local Sources 3 220547843 $ 168877420 % 218,704.23 10.90 %
State Aid ' 142,271.00 142 271.00
State Grants 47,5643.86 12,228.94 35,314.92 288.78
Total Current Fund Revenues $ 239528329 § 214327414 3 252,019.15 11.76 %

1. Current and Delinquent Taxes - These are the collections on taxes levied on all property
owners residing in the Borough.

2. State Aid, Federal and Siate Grants - This represents funds received from the State of New
Jersey or the Federal Government in the form of grants or direct aid.

3. Miscellaneous Revenues Anticipated - This represents all of the miscellaneous revenues of
the Borough including fees, fines, licenses, interest and other direct charges, except those

detailed separately above.

4. Non Budget Revenue and Other Credits - These are items that are not budgeted as revenue
items, however, are included in the overall revenue.




CURRENT FUND (CONTINUED)

The increase in expenditures in 2011 over 2010 was approximately 11.82%, most of which is
attributed to increases interlocal services agreement related to the animal shelter and is detailed
as Tollows:

Increase/(Decrease)
2011 2010 Amount Percent

General Government $ 234,050.00 § 23475000 % 200.00 008 %
Land Use 13,900.00 16,208.00 (2,308.00) (14.24)
Insurance 176,925.00 155,600.00 21,325.00 13.71
Public Safety 529,152.00 531,820.00 (2,768.00) (0.52)
Public Works 352,180.00 348,037.00 4,143.00 1.19
Health and Human Services 43,478.00 36,115.00 7.363.00 20.39
Parks and Recreation 15,000.00 9,700.00 5,300.00 54.64
Utilities 107,800.00 96,600.00 11,200.00 11.59
Uniform Construction Code 5,100.00 5,100.00 100.00
Interlocal Agreement-Animail Shelter 108,900.00 108,900.00 100.00
Contingent 500.00 500.00
Deferred Charges and

Statutory Expenditures 182,883.00 134,752.11 48,130.89 35.72
Grant Programs 47,543.86 15,528.94 3201492 206.16
Capital Improvementis 79,000.00 113,000.00 {34,000.00) (30.09)
Municipal Debt Service 110,834.00 88,470.00 22.364.00 25.28
Reserve for Uncollected Taxes 154,315.00 152,661.67 1,663.33 1.08
Total Current Fund Expenditures $ 216246086 $ 1,833,84272 % 228,618.14 11.82 %




WATER FUND

Our Water Utility Operating Fund generated operating revenues of $480,779.17, exclusive of
fund balance, and incurred operating expenses of $537,777.00, resulting in a decrease in fund
balance of $56,897.83. The increase in operating expenses from 2011 to 2010 was 8.06%.
The water utility has 11 commercial customers, 876 residential customers and 4 sprinkler
system customers. The following schedule summarizes revenues and expenses for 2011 and
2010:

Increase/{Decrease)
2011 2010 Amount Percent
Revenues
Fund Balance $ 87,777.00 § §7,670.00 % {9,893.00) {10.13) %
Rents 390,767.82 355,062.12 35,705.70 10.06
Cell Tower Revenue 64,582.12 62,077.31 2,504.81 4.03
Other Credits fo Income:
Non-Budget Revenue 4,159.97 5,003.01 (843.04) {16.85)
Unexpended Balance of
Appropriation Raserves and
Reserve for Encumbrances 20,342.97 68,626.84 {48,283.87) {70.36)
Current Appropriations Canceled 926.29 5,442.49 (4,516.20} {82.88)
5 568,566.17 § 593,881.77 & (25,325.60}) {4.26) %
Expenditures
Operating $ 364,100.00 & 333,100.00 % 31,000.00 9.3t %
Capital Improvemeants 15,000.00 10,000.00 5,000.00 50.00
Debt Service 146,032.00 145,620.00 412.00 0.28
Deferred Charges and '
Statutory Expenditures 12,645.00 8,950.00 3,685.00 41.28
L 537,777.00 & 497,670,000 % 40,107.00 8.06 %




SEWER FUND

Our Sewer Utility Operating Fund generated operating revenues of $462,183.21, exclusive of
fund balance, and incurred operating expenses of $447,745.00, resulting in a increase in fund
balance of $14,438.21. The increase in operating expenses from 2011 to 2010 was 5.84%.
The sewer utility has 41 commercial customer units and 871 residential customer units. The
following schedule summarizes revenues and expenses for 2011 and 2010:

increase/(Decrease)
2011 2010 Amount Percent
Revenues
Fund Balance $ 57,745.00 3 73,050.00 & {15,305.00) {20.95) %
Rents 411,095.60 354,223.44 56,872.16 16.06
Other Credits to lncome:
Unexpended Balance of
Appropriation Reserves 40,821.93 54,864.53 (14,042.50) (25.60)
Non-Budget Revenue 10,265.68 10,881.56 {615.88) (5.66)
3 519,828.21 § 493,01953 & 26,90868 546 %
Expenditures
Operating s 41510000 % 394,100.00 3 21,000.00 533 %
Capital Improvements 20,000.00 20,000.00
Deferred Charges and
Statutory Expenditures 12,645.00 8,950.00 3,685.00 41,28
% 44774500 & 423,050.00 & 24 695.00 584 %

For the foreseeable future, our elected and appointed leaders will have to deal with the need to
reduce tax rates, and the need for new development that would help share the tax burden. The
governing body and the administration will have to introduce new ideas and creative solutions to

solve this problem.

The remainder of this transmittal letter will provide greater details relating to our progress during
2011 and some of our plans for the future.



STATUTORY AUTHORITY

The Borough is organized and administered in accordance with the provisions of New Jersey
State Law and consists of an elected Mayor and a six (8) member Council responsible for
providing all basic governmental services, except education, to its 2,178 local residents.

The Borough, pursuant to faw, has the authority to levy taxes and issue debt.
In accordance with accounting principals generally accepted in the U.S.A., as prescribed by the

Governmental Accounting Standards Board, the Borough, for reporting purposes, is considered
an independent government entity.

MAJOR ACTIVITIES AFFECTING BUDGET/FINANCIAL CONDITIONS

The Borough is negotiating contracts for animal shelter services with several neighboring
municipalities in an effort to generate revenue for sources other than property taxes. In
addition, interfocal agreements were made with several additional municipalities for animal
control services, increasing the revenue generated by the Borough.

ACCOUNTABILITY ON 2011 INITIATIVES

¢ We have increased the number of interfocal agreements that have a direct impact on our
financial goals.

¢ The reconstruction for Maple Street, John Street and Washington Avenue is in progress.

¢+ Land has been acquired and construction completed on the Helmetta Regional Animal
Shelter which opened in May of 2011.

PROSPECTS FOR THE FUTURE

¢ Improvements to the municipal building will continue in 2012.

¢ The Borough has received a grant from the NJ Department of Transportation to
reconstruct North Shore Boulevard.

¢ The Borough continues to seek and obtain grants from the County of Middlesex to use
for public area improvements.

¢ The Borough continues to seek additional sources of revenue to offset the decreases in
state aid experienced over the past several years.

¢ Due to a Planning Board decision, the Borough was sued by the redeveloper of the
Helmetta Snuff Mill in 2011. Decision was made in favor of the Borough; however, the
redeveloper filed an appeal. In 2012, the parties reached an agreement and
development is expected to begin.

¢+ The Borough has received a grant from Middlesex County to construct a Recreation
Pavilion in Helmetta Lake Park.



LOCAL ECONOMIC EVENTS

For 2011, the Borough continued to demonstrate important indicators of continued financial
strength as follows: ‘

During 2011, total real estate tax revenues increased by $28,404.26 or 2.47.% to
$1,180,064.52. The current collection rate (cash basis) of real estate tax revenue (an
important indicator of fiscal health) was 97.34% in 2011. Although, the Borough has
maintained a stable collection rate, certain taxpayers were unable to remit their taxes on a
current basis.

Revenues from other sources remained relatively flat in 2011. Assessed values decreased
to $246,767,300.00.

CASH MANAGENMENT

Bank balances are insured up to $250,000.00 in the aggregate by the Federal Deposit
Insurance Corporation for each bank. In addition, the State of New Jersey Unit Deposit
Protection Act insures the remaining balance of funds on deposit in registered depositories. At
December 31, 2011, all cash funds on deposit were in registered depositories and were covered
by these insurers. :

During 2011, idle funds were invested with the intent of maximizing interest earnings with sweep
accounts maintained by the Borough's main depository.

ACCOUNTING AND BUDGET INFORMATION

Accounting

The Borough maintains an on-line, real-time computerized accounting system to record all
financial transactions.

In developing and evaluating the Borough's accounting system, consideration is given to the
adequacy of internal accounting controls, Internal accounting controls are designed to provide
reasonable, but not absolute, assurance regarding: (1) the safeguarding of assets against loss
from unauthorized use or disposition; and (2) the reliability of financial records for preparing
financial statements and maintaining accountability for assets. The concept of reasonable
assurance recognizes that (1) the cost of controls should not exceed the benefits expected to be
derived; and (2) the evaluation of costs and benefits requires estimates and judgment by

management.

Management of the Borough is responsible for establishing and maintaining an adequate
internal control structure.



Budget

The local budget law for the State of New Jersey requires every local unit to adopt an Operating
Budget in the form required by the Division of Local Government Services (the "Division"),
Department of Community Affairs of the State of New Jersey. Certain items of revenue and
appropriation are regulated by law and the proposed budget must be certified by the Director of
the Division prior to final adoption. The Budget Law requires each local unit to appropriate
sufficient funds for the payment of current debt service, and the Director is required to review
the adequacy of such appropriations, unless a specific amount is required by law. The review
function, focusing on anticipated revenues, serves to protect the solvency of all local units.

Section 5:30-4 of the New Jersey Administrative Code provides that every local unit that
proposes to spend $25,000.00 or more on capital equipment, construction or improvements
must prepare a Capital Budget. If the Borough's population exceeds 10,000, the Capital
Program shall include by title all projects anticipated for the budget year and the five succeeding
years, with the estimated costs and the anticipated financing by sources and amounts.

A Capital Budget Section included with the Annual Budget does not in itself confer any
authorization to raise or expend funds. Rather, it is a document used as part of the local unit's
planning and management program. Specific authorization to expend funds for purposes
described in the Capital Budget must be granted separately, through the adoption of a bond
ordinance, by appropriating funds from the Capital Improvement Fund, or other lawful means.

The budget of the Borough is categorized into appropriations by function. Each appropriation
represents a service program or division within the Borough. Funds are appropriated to each of
the budget lines by the Mayor and Council in accordance with procedures prescribed by the
State of New Jersey Loca! Budget Law.

Distinct appropriations are required for "salaries and wages" and for "other expenses". The
Borough delineates each appropriation into subaccounts by budget codes.

The Borough Administrator and Chief Financial Officer monitor expenditures throughout the
fiscal year to ensure that spending remains within the amounts of funds authorized. Budget
modifications are processed in the last two months of the year to transfer funds from one area to

another as needed.

DEBT ADMINISTRATION

The authorized bonded indebtedness of municipalities in the State of New Jersey is limited by
statute to an amount equal to 3%% of their equalized value. The equalized valuation basis of
the Borough is set by statute as the average for the last three years of the equalized value of all
taxable real property and improvements and certain railroad property within its boundaries as
annually determinad by the State Board of Taxation.

The Borough has managed its debt well and has outstanding debt equal to .737% of its
equalized value. Debt Service averaged $96,716.00 for the last three years,



RISK MANAGEMENT

The Borough banded together with other municipalities to form the Middlesex County Municipal
Joint Insurance (“JIF") and the New Jersey Municipal Excess Liability Funds. These Funds
procure insurance on a pooled basis, generally self-insuring the initial level of loss for workers'
compensation, property, general liability, automobile and employee dishonesty. The Funds
provide their members with risk management services, including the defense of and settlement
of claims and establish reasonable and necessary loss reduction and prevention procedures to
be followed by the members.

ACKNOWLEDGMENTS

The preparation of this report on a timely basis could not be accomplished without the efficient
and dedicated services of the entire staff of the Administration Department and the Finance
Department. | would also like to express my appreciation to Gerard Stankiewicz, CPA, RMA of
Samuel Klein and Company for their help and assistance in preparation of the Borough's CAFR.

Respectfully submitted,

Lot oo

Lori Russo
Chief Financial Officer
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SAaMUEL KLEIN AND COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

550 Broap STREET, 11TH FLOOR 36 WesT MaIN STREET . . -
NEWARK, N.J. 07102-4543 FrREEHOLD, N.J. 077248-2291
PHONE (973) 624-6100 PHONE (732) 780-2600

Fax (973) 624-6101 Fax {732) 780-1030

INDEPENDENT AUDITORS' REPORT

The Honorable Mayor and Members
of the Borough Council

Borough of Helmetta

County of Middlesex

State of New Jersey

To the Honorable Mayor and Members of the Borough Council:

We have audited the financial statements - statutory basis of the various funds and accounts of
the Borough of Helmetta {the "Borough") as of and for the year ended December 31, 2011, as
listed in the accompanying table of contents. These financial statements are the responsibility
of the Borough's management. Qur 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 standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and auditing
requirements prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes 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 the significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

As described in Note 1, the Borough prepares its financial statements on a basis of accounting
prescribed by the Division of Local 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 accounting
other than accounting principles generally accepted in the United States of America.

MEMBERS AMERICAN INSTITUTE OoF CERTIFIED PUBLIC ACCOUNTANTS
www.samueﬁl-;éein—cpawrma.com



INDEPENDENT AUDITORS' REPORT (CONTINUED)

In our opinion, because of the Borough's policy to prepare its financial statements on the basis
of accounting discussed in the preceding paragraph, the financial statements referred to above
do not present fairly, in conformity with accounting principles generally accepted in the United
States of America, the financial position of the Borough as of December 31, 2011 or the results
of its operations, or cash flows of its proprietary fund types and non-expendable trust funds for
the year then ended.

However, in our opinion, the financial statements - statutory basis referred to above present
fairly, in all material respects, the financial position - statutory basis of the various funds and
account groups of the Borough as of December 31, 2011 and the resuits of operations and
changes in fund balance - statutory basis of such funds for the year then ended and the
statement of revenues - statutory basis and statement of expenditures - statutory basis of the
various funds for the year ended December 31, 2011 on the basis of accounting described in
Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated July
9, 2012 on our consideration of the Borough's internal control over financial reporting and on our
test of its compliance with certain provisions of law, regulations, contracts, grant agreements
and other matiers. The purpose of that report is to describe the scope of our testing of internal
contro! over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

Our audit was performed for the purpose of forming an opinion on the financial statements -
statutory basis taken as a whole and on the combining and individual fund and account
staiements. The information included in the supplementary schedules listed in the table of
contents is presented for purposes of additional analysis and is not a required part of the
financial statements of the Borough, but is presented as additional analytical data as required by
the Local Finance Board. Such information has been subjected to the auditing procedures
applied in the audit of the financial statements and, in our opinion, is fairly presented in all
material respects in relation to the financial statements - statutory basis taken as a whole.

YR

Gerard Stankiewicz
Certified Public Accountant
Registered Municipal Accountant #431

e flrbiCefsy

 SAMUEL KMEIN AND COMPANY

Freehold, New Jersey
July 11, 2012
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SAMUEL KLEIN AND COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

550 BroaD STREET, 11TH FLOOR 36 WEST MAIN STREET, ©
NEwaARrK, N.J. 07102-4543 FrEgHOLD, N.J. 07728-2291
PHONE (973) 624-6100 PronE {732) 780-2600

Fax (973) 624-6101 Fax {732) 780-1030

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

The Honorable Mayor and Members
of the Borough Council

Borough of Helmetfa

County of Middlesex

State of New Jersey

To the Honorable Mayor and Members of the Borough Council:

We have audited the financial statements - statutory basis of the Borough of Helmetta, State of
New Jersey (the "Borough"), as of and for the year ended December 31, 2011, and have issued
our report thereon dated July 11, 2012. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards issued by the Comptroller General
of the United States: and the audit requirements prescribed by the Division of Local Government
Services, Department of Community Affairs, State of New Jersey.

As described in Note 1, the Borough prepares its financial statements on a basis of accounting
prescribed by the Division of Local 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 accounting
other than accounting principles generally accepted in the United States of America.

internal Control Over Financial Reporting

Management of the Borough of Helmetta is responsible for establishing and maintaining
effective internal control over financial reporting. In planning and performing our audit, we
considered the Borough’s internal control over financial reporting as a basis for designing our
auditing procedures for the purpose of expressing our opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the Borough's internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness
of the Borough's internal controf over financial reporting.

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
www.samugrl&lein—cpa—rma.com



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

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented,
or detecied 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 would not necessarily identify all deficiencies
in internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above. However, we noted certain immaterial instances of
non-compliance that we have reported to the management of the Borough in the “General
Comments and Recommendations” section of this report.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Borough's financial statements -
statutory basis are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grants, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The resuits of our tests disclosed no instances
of noncompliance that are required to be reported under Government Audifing Standards.
However, we noted certain immaterial instances of non-compliance that we have reported to the
management of the Borough in the "General Comments and Recommendations” section of this

report.

This report is intended solely for the information of the governing body, management and the
Division of Local Government Services, Department of Community Affairs, State of New Jersey
and is not intended to be and should not be used by anyone other than these specified parties.

) e,

Gerard Stankiewicz
Certified Public Accountant
Registered Municipal Accountant #431

ESAMUEL KEEIN AND COMPANY

Freehold, New Jersey
July 11, 2011
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BOROUGH OF HELMETTA

GENERAL CAPITAL FUND

STATEMENT OF FUND BALANCE - STATUTORY BASIS

BALANCE, DECEMBER 31, 2010

INCREASED BY
Canceliation of Various Reserves and
Funded Improvement Authorizations

Other

BALANCE, DECEMBER 31, 2011

-21-

Exhibit A-3

18,622.72
$ 14,000.00
902.00 14,902.00

33,424.72



Exhibit A-4

BOROUGH OF HELMETTA
SEWER AND WATER UTILITY CAPITAL FUND
STATEMENT OF FUND BALANCE - STATUTORY BASIS

Sewer Water
Utility Utility Total
BALANCE, DECEMBER 31 2'010
AND
BALANCE, DECEMBER 31, 2011 $ 11,249.08 $ 24,133.72 $ 35,382.80

See Notes to Financial Statements.
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Note 1.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity - The Borough of Helmetta is located in Middlesex County, just

outside the City of New Brunswick and approximately 37 miles south of New
York City. The population, according to the 2010 census, is 2,178.

The Borough of Helmetta operates under the Borough form of government. The
governing body consists of a Mayor and six Council members. All action is
passed by a majority or, when required, a 2/3 vote of Council. The Mayor votes
only in the event of a tie. The Mayor has veto power over all ordinances passed
by the Borough Council. This veto can be overridden by a two-thirds (2/3) vote of
the Council.

. Description of Funds - The Governmental Accounting Standards Board (‘“GASB")

is the recognized standard setting body for establishing governmental accounting
and financial reporting principles. However, the accounting policies of the
Borough conform to the accounting principles applicable to municipalities that
have been prescribed by the Division of Local Government Services, Department
of Community Affairs, State of New Jersey. These principles are an “Other
Comprehensive Basis of Accounting® (OCBOA) which differs from accounting
principles generally accepted in the United States of America (“GAAP") for
governmental entities. 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 following separate funds and an account which differs

from GAAP.

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

and Trust Other 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.

-23-



Note 1.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Description of Funds (Continued)

Utilities Funds - Water and Sewer Utilities are treated as separate entities.
Each maintains its own Operating and Capital Funds which reflect revenue,
expenditures, stewardship, acquisitions of utility infrastructure and other
capital facilities, debt service, long-term debt and other related activity.

Payroll Trust Fund - Net salaries, certain payroll deductions and social
security contributions of municipal and utility operations are deposited into
bank accounts of the Payroll Fund. Other deductions are retained by the
operating funds and paid directly there from. A Payroll Fund does not exist
under GAAP.

General Fixed Asset Account - This account reflects estimated valuations of
land, buildings and certain moveable fixed assets of the Borough as
discussed under the caption of "Basis of Accounting".

C. Basis of Accounting - The accounting principles and practices prescribed for
municipalities by the Division of Local Government Services, Depariment of
Community Affairs, State of New Jersey, differ in certain 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 policies 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 State of New Jersey and the Federal Government.
Accruals of taxes and other revenue are otherwise deferred as to realization
by the establishment of offsefting reserve accounts. GAAP requires such
revenue to be recognized in the accounting period when they become
susceptible to accrual, reduced by an allowance for doubtful accounts.

Grant Revenue - Federal and State grants, entitiements or shared revenue
received for purposes normally financed through the Current Fund are
recognized when anticipated in the Borough of Helmetta's budget. GAAP
requires such revenue to be recognized in the accounting period when they
become susceptible to accrual.
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Note 1.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting {Continued)

Expenditures - Expenditures for general and utility operations are generally
recarded on the accrual basis. Unexpended appropriation balances, except
for amounts, which may have been canceled by the governing body or by
statutory regulation, are automatically recorded as liabiiities at December 31®
of each year, under the title of "Appropriation Reserves".

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

Budgeted transfers to 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.

Budget Appropriations for interest on General Capital Long-Term Debt is
raised on the cash basis and is not accrued 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 pertod in
which the fund liability 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, 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 sick, vacation and compensatory 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.
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Note 1.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED}
YEAR ENDED DECEMBER 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting {Continued)

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 general fixed assets account group at market value on the
date of acquisition.

Interfund Accounts Receivable - [nterfund Accounts Receivable 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. Interfund Accounts Receivable of all other
funds are recorded as accrued and are not offset with reserve accounts.
interfund Accounts Receivable of one fund are offset with Interfund Accounts
Payable of the opposite fund. GAAP does not require the establishment of
an offsetting reserve.

Inventories of Supplies - Materials and supplies purchésed by all funds are
recorded as expenditures.

An annual inventory of materials and supplies for the Water and Sewer
utilities is required, by regulation, to be prepared by Borough personnel for
inclusion on the Water and Sewer Utility Operating Fund balance sheets.
Annual charges 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.

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 GAAP, the Borough has developed a fixed asset accounting and
reporting system.

GAAP requires that fixed assets be capitalized at historical or estimated
historical cost if actual historical cost is not available. Depreciation on
utility fixed assets should also be recorded.

Fixed assets used in governmental operations (general fixed assets) are
accounted for in the General Fixed Asset Account. 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.
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Note 1.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Fixed Assets (Continued)

General {Continued)

Acquisition 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 fixed assets are valued at cost.

Depreciation of assets is not recorded as an operating expense of the
Borough. ‘

Utilities - Capital acquisitions, including utility infrastructure costs of the
Water and Sewer 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 moveable fixed assets of the Ulility but are not specifically
identified and are considered as duplicated in the Fixed Asset Group of
Accounts. The duplication is considered as insignificant on its effect on
the financial statements taken as a whole.

Utility improvements that may have been constructed by developers are
not recorded as additions to Fixed Capital.

Fixed Capital of the Ulilities are offset by accumulations in Amortization
Reserve Accounts. The accumulations represent costs of fixed asseis
purchased with budgeted funds or acquired by gift as well as grants,
developer contributions or liquidations of related bonded debt and other

liabilities incurred upon fixed asset acquisition.

The Fixed Capital Accounts reflected herein are recorded in the records of
the municipality and do not necessarily reflect the true condition of such Fixed
Capital. The records consist of a control account only. Detailed records are

not maintained.
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BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Total Columns_on Combined Statements - Total columns are captioned
"memorandum only" to indicate that they are presented only to facilitate
financial analysis. Data in these columns do not present financial position,
results of operations, or changes in financial position in conformity with
generally accepted accounting principles. Neither is such data comparable to
a consolidation. Interfund eliminations have not been made in the
aggregation of this data.

D. Basic Financial Statements - The GASB Codification also defines the financial
statements of a governmental unit 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.

Note 2. CASH, CASH EQUIVALENTS AND INVESTMENTS

A. Cash and Cash Equivalents

New Jersey statuies permit the deposit 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 that mature or are redeemed within one year. Twenty-five percent of
the Fund may be invested in eligible securities that mature within two years
provided, however, the arbitrage maturity of all investments in the Fund shall not
exceed one year. Collateralization of Fund investments is generally not required.

In addition, by regulation of the Division of Local Government Services,
municipalities are allowed to deposit funds in the 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, public depositories are required to maintain collateral for
deposits of public funds that exceed insurance limits as follows:
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Note 2.

BOROUGH OF HELMETTA

NOTES TO FINANCIAL STATEMENTS {(CONTINUED)

YEAR ENDED DECEMBER 31, 2011

CASH, CASH EQUIVALENTS AND INVESTMENTS (CONTINUED)

A. Cash and Cash Equivalents (Continued)

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

If the public funds deposited exceed 75 percent of the capital funds of the
depository, the depository 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.

B. Investments

New Jersey statutes permit the Borough to purchase the following types of
securities:

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

Government money market mutual funds.
Any federal agency or instrumentality obfigation 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 schootl districts of which the
local unit is a part.

Any other obligations with maturities not exceeding 387 days, as
permitted by the Division of Investments.

Local government investment pools, 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
special 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,
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Note 2.

Note 3.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

CASH, CASH EQUIVALENTS AND INVESTMENTS (CONTINUED)

C. Risk Category

As of December 31, 2011, the Borough had funds on deposit in checking and
statement savings accounts. The amount of the Borough's Cash and Cash
Equivalents on deposit as of December 31, 2011 was $2,344,963.88. These
funds constitute "deposits with financial institutions" as defined by GASB No. 3
as amended by GASB No. 40. There were no securities categorized as
Investments as defined by GASB Statement No. 3 as amended by 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 Board 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 payable in four
quarterly instaliments 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
is calculated by taking the total year fax levy less the preliminary first and second
quarter installments due February and May. The preliminary levy for the current year
is based on one-half of the prior year's total tax.

Tax installments 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 whe fails to pay that delinquency as billed prior to the end of the fiscal
year. The penalty so fixed shall not exceed 8% of the amount of the delinquency
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 11th day of the eleventh month in the fiscal year when the taxes
became 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.
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BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 3. TAXES AND TAX TITLE LIENS RECEIVABLE (CONTINUED)

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

Comparative Schedule of Tax Rates

2011 2010 2008 2008 2007

Tax Rate $ 2.091 % 2033 §$ 2.003 % 1.965 § 1.910
Apportionment of Tax Rate:
Municipal 0.469 0450 0.439 0.442 0.425
County:
Regular 0.308 0.284 0.2786 0.262 0.259
Open Space 0.031 0.021 0.031 0.031 0.032
Local School 1.283 1278 1.257 1.230 1.194

Assessed Valuation

2011 $  247,034,781.00
2010 247,741,799.00
2009 249,929,840.00
2008 249,543,139.00
2007 250,640,757.00

Comparison of Tax Levies and Collectiong

Cash Percentage
Year Tax Lewy Collections of Collections
2011 $ 5,168,794.33 $ 5,031,23547 97.34%
2010 5041,253.55 4,918,987.79 97.57%
2009 5007,190.19 4,908,722.72 98.03%
2008 4917,217.04 4,843,764.39 98.51%
2007 4787,617.27 4,730,007 49 98.80%
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BOROQUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 3. TAXES AND TAX TITLE LIENS RECEIVABLE (CONTINUED)

Delinquent Taxes and Tax Title Liens

Tax Delinguent Total Percent
Year Title Liens Taxes Delinquent of Tax Levy
2011 % None $ 86,149.60 $ 86,149.60 1.67%
2010 None 111,556.44 111,556.44 2.22%
2009 None 93,632.54 93,632.54 1.87%
2008 None 69,129.87 69,129.87 1.41%
2007 None 37,856.72 37,856.72 0.79%

Note 4. PRQOPERTY ACQUIRED BY TAX TITLE LIEN LIQUIDATION

The value of property acquired by liguidation of tax title liens on December 31, on the
basis of the last assessed valuation of such properties, was as follows:

Year Amount

2011 $ 8,800.00
2010 8,800.00
2009 8,800.00
2008 8,800.00
2007 8,800.00
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BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 5.  UTILITY RECEIVABLES AND COLLECTIONS

The Borough operates a Sewer Ulility and a Water Utility for the benefit of its
residents.

Comparison of Sewer Utility Levies and Collections

The Borough's Sewer Utility Customers are billed quarterly based on a fixed unit fee

basis.
Cash
Year Levy ** Collections *
2011 $ 415,763.56 $ 411,085.60
2010 361,520.77 354,223 .44
2009 359,748.60 357,396.66
2008 357,385.78 355,627.30
2007 328,160.50 321,739.57

* Cash collections include amounts that were levied in prior years.
** Rate increase effective for 2008 and 2010.

Comparison of Water Utility Levies and Collections

The Borough's Water Utility Customers are billed based on usage on a quarterly

basis.
Year

2011
2010
2009
2008
2007

Levy **

$ 386,339.59

364,243 55
358,63567
350,57572
330,08123

Cash

Collections *

$ 390,767.82

355,062.12
354,678.56
350,343.78
325,755.79

* Cash collections include amounts that were levied in prior years,
** Rate increase effective for 2008 and 2010.

Any unpaid levies are subject to the same provision as unpaid taxes under the

provision of the New Jersey Statutes.
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BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED}
YEAR ENDED DECEMBER 31, 2011

Note 5. FUND BALANCES APPROPRIATED

The following schedule details the amount of fund balances available at the end of
each year and the amounts ufilized in the subsequent year's budget.

Transferred to

. Utilized in Current Fund Percentage
Balance Budget of as Revenue in of Fund
Year December 31 Succeeding Year Succeeding Year  Balance Used

Current Fund
2011 $  332,760.57 $  246,000.00 N/A 73.93%
2010 340,519.20 248,000.00 N/A 72.24%
2009 341,316.02 235,000.00 N/A 68.85%
2008 321,746.32 225,000.00 N/A £9.93%
2007 336,842.24 225,000.00 N/A 66.80%
Sewer Utility Operating Fund
2011 $ 127,034.86 % 39,310.00 $ None 30.94%
2010 112,596.65 57.,745.00 None 51.28%
2009 115677.12 73,050.00 None 63.15%
2008 78.,619.30 33,900.00 None 43.12%
2007 58,503.64 56,300.00 None 06.23%
Water Utility Operating Fund
2011 $ 68,671.19 L 64,674.00 $ None 92.83%
2010 126,669.02 87,777.00 None 69.30%
2009 128,127.25 97,670.00 None 76.23%
2008 148,475.56 109,437.00 None 73.71%
2007 211,886.98 186,790.00 None BB.16%
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BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 7. MUNICIPAL DEBT

The Local Bond Law governs the issuance of bonds and notes to finance general
capital expenditures. 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 as required by the issuance of bonds.

Summary of Municipal Debt (Excluding Current and Operating Debt)

Year 2011 Year 2010 Year 2009
issued:
General:
Bonds and Notes $ 1,805,000.00 $ 980,000.00 $ 1866,000.00
Water Utility:
Notes and Loans 1,448,734.60 1.528,617.89 1,698,726.92
Sewer Utility;

Bonds and Notes Nene None None

Total Issued $ 3,253,734.60 $ 2,508,617.89 $ 1,764,726.92
Less:
Funds Temporarily Held to Pay Bonds and Notes:
Reserve for Receivables:
Reserve for Payment of BAN 3 None § None 3 175.00
$ None % None $ 175.00
Net Debt Issued % 325373460 % 2508617.88 % 1,764,551.92
Authorized But Not Issued:
General:
Bonds and Notes 3 None $ ©05,000.00 3 None
Water LHility:
Bonds and Notes None None None
Sewer LHility:

Bonds and Notes Nene None None
Total Authorized But Not Issued ] None $ 905,000.00 5 None
Net Bonds and Notes |ssued and i

Authorized But Not [ssued § 3,253,734.60 $ 3413,617.89 $ 1,764,551.92
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Note 7.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2011

MUNICIPAL DEBT (CONTINUED}

Summary of Statutory Debt Condition, Annual Debt Statement

The summarized statement of debt condition that foliows is prepared in accordance
with the required method of setting up the Annual Debt Statement and indicated a

statutory net debt of .752%.

Gross Debt Deductions Net Debt
Consolidated School
District None Nane None
Sewer Utility None None None
Water Utility $ 1,448,734.60 $ 1,448,734.60 None
General 1,805,000.00 None % 1,805,000.00

$ 3,253,734.60

$ 1.448,734.60 3 1,805,0600.00

Net Debt $1,805,000.00 divided by Equalized Valuation basis per N.J.S. 40A:2-2 As
Amended, $244,820,031.67 equals .737%. The Annual Debt Statement has been

filed.

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

3% of Equalized Valuation Basis (Municipal}

Net Debt

Remaining Borrowing Power
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Note 7.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS {CONTINUED)
YEAR ENDED DECEMBER 31, 2011

MUNICIPAL DEBT (CONTINUED)

Calculation of "Self-Liguidating Purpose", Sewer Utility Per N.J.S. 40A:2-45

Cash Receipts from Fees, Rents and Other Charges

for the Year ‘ $ 479,106.28
Deduction:

Operating and Maintenance Costs 427,745.00
Excess in Revenus $ 51,361.28

There being an excess in revenue for the sewer utility, the fund was self-liquidating
and therefore, for purposes of the annual debt statement and resultant net debt
calculation, all the related debt is deductible.

Caiculation of "Self-Liquidating Purpose", Water Utility Fer N.J.S. 40A:2-45

Cash Receipts from Fees, Rents and

Other Charges for the Year $ 54712497
Deductions:
Operafing and Maintenance Costs $ 376,745.00
Debt Service 145,105.7 1
Total Deductions 521,850.71
Excess in Revenue 5 25,274 26

There being an excess in revenue for the water utility, the fund was self-liquidating
and therefore, for purposes of the annual debt statement and resultant net debt
calculation, all the related debt is deductible.

Long-Term Debt

As of December 31, 2011 the Borough has no serial bonds outstanding.
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BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 7. MUNICIPAL DEBT (CONTINUED)

Bond Anticipation Notes

Qutstanding Bond Anticipation Notes are summarized as follows:

Interest Original
Rate Issue Date Amount
General Capital Fund 3.25% 2010 $  900,000.00
2.22% 2011 805,000.00
$ 1,805,000.00
Water Utility Capital Fund 2.59% 2002 5 30,000.00
2.59% 2009 134,000.00
$ 164,000,00
TOTAL $ 1,969,000.00
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Note 7.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED}
YEAR ENDED DECEMBER 31, 2011

MUNICIPAL DEBT (CONTINUED)

USDA Loan — Water Utility Capital Fund

The Borough has a $1,400,000.00 loan from the United States Department of
Agriculture (USDA) for construction of a new water tower at 4.75% interest
commencing April 1, 2004 with semi-annual payments of $39,256.00. Final maturity
is October 1, 2043. Repayment for the next five (5) years and every five (5) years
thereafter is as follows:

Date Principal Interest Total
Next five {B) years:
4/1/2012 $ 8,743.55 5 30,512.45 & 39,256.00
10/1/2012 8.951.21 30,304.79 39,256.00
41112013 9,163.80 30,092.20 39,256.00
10/1/2013 9,381.44 29,874.56 38,256.00
4112014 9,604.25 29,651.75 39,256.00
10/1/2014 9,832.35 29,423.65 39,256.00
4/1/2015 10,0685.87 29,180.13 39,256.00
107112015 10,304.94 28,951.06 39,256.00
41112016 10,549.68 28,706.32 39,256.00
10117216 10,800.23 28,455.77 39,256.00
97,397.32 285,162.68 392,560.00
Thereafter:

4172017 11,056.74 28,199.26 39,256.00
10/1/2017 11,319.34 27,936.66 39,256.00
41172018 11,688.17 27,667.83 39,256.00
10/1/2018 11,863.39 27,392.61 39,256.00
4/1/2019 12.145.15 27,110.85 39,256.00
10/1/2018 12,433.59 26,822.41 39,256.00
41/2020 12,728.89 26,527.11 39,256.00
10/1/2020 13,031.20 26,224.80 39,256.00
4/1/2021 13,340.69 25915.31 39,256.00
10/1/2021 13,657.54 25,508.46 39,256.00
123,164.70 269,395.30 3582,560.00
41112022 13,981.90 25,274.10 39,256.00
10/1/2022 14,313.97 24,942.03 39,256.00
4/1/2023 14,653.93 24,602.07 39,256.00
10/1/2023 15,001.96 24,254.04 39,256.00
4/172024 15,358.26 23,897.74 39,256.00
10/1/2024 15,723.02 23,532.98 36,256.00
4/1/2025 16,096.44 23,159.56 39,256.00
10/1/2025 16,478.73 22,777.27 39,256.00
4/1/2026 16,870.10 22,385.90 39,256.00
10/1/2026 17,270.76 21,885.24 39,256.00
155,749.07 236,810.93 392,560.00

-39 -



Note 7.

BOROUGH OF HELMETTA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2011

MUNICIPAL DEBT (CONTINUED)

USDA Loan — Water Utility Capital Fund (Continued)

Total

Daie Principal Interest
4/11/2027 $ 17,680.94 $ 21,575.06 L 38,256.00
10142027 18,100.86 21,155.14 38,256.00
4/1/2028 18,530.76 20,725.24 39,256.00
10/1/2028 18,870.87 20,285.13 39,256.00
4/1/2029 19,421.42 10,834.58 39,256.00
10/1/2029 19,882.68 19,373.32 39,256.00
4/1/2030 20,354.90 18,901.10 39,256.00
10/1/2030 20,838.33 18,417.67 39,256.00
4/1/2031 21,333.24 17,822.76 39,256.00
10/1/2031 21,839.90 17,416.10 39,256.00
196,853.90 195,606,110 392,560.00
4/1/2032 22,358.60 16,897.40 39,256.00
10/1/2032 22,889.61 16,366.39 39,2566.00
4/1/2033 23,433.24 15,822,786 39,256.00
10/1/2033 23,889.78 15,266.22 39,256.00
4/112034 24,559.54 14,686.46 39,256.00
10/1/2034 25,142.83 14,113.17 30,256.00
4/112035 25,739.97 13,516.03 39,256.00
10/1/2035 26,351.28 12,904.71 39,256.00
4/1/2036 26,977.14 12,278.86 39,256.00
10/1/2036 27,617.84 11,638.16 39,256.00
249,059.84 143,500.16 392 560.00
4/1/2037 28,273.77 10,982.23 30,256.00
10/1/2037 28,945.27 10,310.73 39,256.00
4/1/2038 29,632.72 0,623.28 39,256.00
10/1/2038 30,336.50 8,919.50 39,256.00
41171939 31,056.99 8,199.01 39,256.00
10/1/1939 31,794.59 7.461.41 39,256.00
41112040 32,549.72 6,706.28 39,256,00
10/1/2040 33,322.77 5,933.23 39,256.00
4/1/2041 34,114.19 5,141.81 39,256.00
10/1/20414 34,924 40 4.331.60 39,256.00
314,950.92 77.609.08 382 ,560.00
41172042 35,753.85 3,5602.15 39,256.00
10/1/2042 36,603.01 2,652.99 39,256.00
4{1/2043 37,472.33 1,783.67 39,256.00
10/1/2043 37,629.66 893.70 38,523.36
$  147,458.85 $ 8,832.51 $ 166,291.36
Total 5 1,284,734.60 $ 1,226916.76 $ 2,511651.38
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Note 7.

Note 8.

BOROUGH OF HELMETTA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2011

MUNICIPAL DEBT (CONTINUED)

Bonds and Notes Authorized But Not Issued

At December 31, 2011 the Borough of Helmetta had bonds and notes authorized but

not issued as follows:

General Capital Fund 3
Sewer Utility Capital Fund
Water Utility Capital Fund

None
None
None

Total

None

Subsequent Event

Subsequent to year end, the Borough adopted improvement authorizations for
various road improvements and other municipal improvements fotaling $295,000.00,
of which, $275,000.00 is funded by grants and $20,000.00 from the capital

improvement fund.

DEFERRED CHARGES TO BE RAISED [N SUCCEEDING BUDGETS

Certain expenditures are required to be deferred to budgets of succeeding years. At
December 31, 2011 the following deferred charges are shown on Balance Sheets of

various funds:

Balance to be

Current Fund:
Emergency Authorization per  § 14,273.00 3
NJSA 40A:4-46
Special Emergency:
per NJSA 40A:4-53 -
Revaluation of Real Praperty &  35,000.00
per NJSA 55A:4-57 -
Update Master Plan 8,700.00

Raised in

Balance Budgets of
December 31, 2012 Budget Succeeding

2011 Appropriation Year

14273.00 $  14,273.00
7,000.00 28,000.00
2,800.00 5,800.00
$ 5797300 $ 2417300 $  48,073.00

The appropriations in the 2012 budget are not less than that required by statute.
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Note 8.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

CONSOLIDATED/DEFERRED LOCAL PAYABLE SCHOOL DISTRICT TAXES

The Consolidated/Local School District Taxes were raised on the schoo! year basis
and liability deferred for the local school district (currently dissolved) by statute,
resulting in school tax payable set forth in liabilities computed as follows.

On July 1, 2009 the Local School District by Executive Order of the Governor was
merged into the Local School District of a neighboring town forming a Consolidated
School District. The amount payable is a combination of the two (2) liabilities. A
determination was made by the NJDCA that the deferred school taxes of the
dissolved local school district would not have to be raised at this time. The Borough
of Helmetta has elected to defer local school taxes as follows:

Consolidated/Local
School District Taxes

Balance, December 31 increase/
2011 2010 (Decrease)
Balance of Tax -
Consolidated $ 1,585,479.40 $ 1,582,763.79 $ 2,715.61
Deferred - Local 945,000.00 945,000.00 None
Payable 5 640,479.40 $ 637,763.79 $ 2,715.61

In the event that the State of New Jersey determines that a method other than local
real estate taxes will be utilized to finance school district operations and, in the event
that the annual school tax levy decreases o a level that is significant lower than the
present deferral, then the Borough may need to finance the deferred school taxes
through the annual municipal budget process.
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Note 10.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

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 Pension Fund (PFRS). These systems are sponsored and
administered by the New Jersey Division of Pensions and Benefits. The Public
Employees' Retirement System (PERS) and the Police and Firemen's Retirement
System (PFRS) are considered cost sharing multiple-employer plans, The PERS
and PFRS issue a publicly available financial report that includes financial
statements and required supplementary information and separate actuarial
valuations. Those reports may be obtained by writing to: State of New Jersey
Division of Pensions and Benefits, P.O. Box 295, Trenton, NJ 08625-0295 or by
visiting their website at www.state.nj.usfireasury/pensions/gasb-43-sept2008. pdf.

Public Employees' Retirement System

The Public Employees’ Retirement System (PERS) was established January 1,
1955 under the provisions of N.J.5.A. 43:15A to provide coverage, including
post-retirement health care, to substantially ali 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 eight to ten years of
service and twenty-five years for health care coverage. Members are eligible for
retirement at age sixty 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 (5) 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 sixty with twenty-five or more years of credited service. Anyone who
retires early and is under age fifty-five receives retirement benefits as calculated
in the above-mentioned formula but at a reduced rate (one quarter of one percent
for each month the member lacks of attaining age fifty-five).
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BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 10. PENSION PLANS (CONTINUED)

Description of Systems (Continued)

Police and Firemen's Retirement System

The Police and Firemen's Retirement System (PFRS) was established July 1,
1944 under the provisions of N.J.S.A. 43:168A 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 benefits vary depending on age
and years of service.

Contributions Required to be Made

Employee contributions for 2011 were five and one-half percent (5%%) through
September 30, 2011 and six and one-half percent (6%2%) thereafter of the
employee's base wages for PERS and eight and one-half percent (8%:%) through
September 30, 2011 and ten percent (10%) thereafter for employee base wages for
PFRS. Employer's contributions are actuarially determined annually by the Division
of Pensions. The Borough's contributions to the plan for the past three (3) years are

as follows:
PERS
Borough
Year Normal Accrued Net Cost Employees
2011 $ 11,026.00 $ 2205200 §$ 3307800 $ 2299205
2010 11,342.00 18,073.00 2941500 16,045.06
2009 10,262.00 11,869.00 2213100 1502412
PFRS
Borough
Year Normal Accrued Net Cost Employees

2011 $ 32,503.00 $ 27,31000 § 5981300 § 2713879
2010 29,604.00 18,202.00 47,806.00 24,918.81
2008 24,863.00 12,871.00 37,734.00 - 16,30940
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Note 10.

Note 11

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

PENSION PLANS (CONTINUED)

Post Employment Retirement Benefits

The Public Employees Retirement System and Police and Firemen's Retirement
System provide certain post employment retirement benefits.

Early Retirement Incentive Program (PERS)

The Borough is obligated to the Public Employees Retirement System (PERS) under
the Early Retirement Incentive Program for additional amounts to be paid over a
twenty-five year period from 1996 through 2021. This relates to an Early Retirement
Program approved in 1995. The remaining obligations are as follows and will be
funded annually in the operating budgets as part of the PERS appropriation.

Year Amount Year Amount
2012 $ 5,352.00 2017 $ 7,078.00
2013 5,660.00 2018 7,485.00
2014 5,986.00 2019 7,916.00
2015 6,329.00 2020 8,371.00
2016 6,693.00 2021 8,852.00

Pension Reports

The State of New Jersey Division of Pensions and Benefits issues a publicly
available financial report that includes financial statements and required
supplementary information for the pension plans and an annual actuarial valuation
report. Those reports may be obtained by writing to: State of New Jersey Division of
Pensions and Benefits, P.O. Box 295, Trenton, NJ 08625-0295 or by visiting their
website at www.state.nj.us/treasury/pensions/gasb-43-sept2008. pdf.

POST EMPLOYMENT RETIREMENT BENEFITS

In addition to the pension benefits described in Note 10, the Borough provides post
retirement healthcare benefits for employees who retire with 25 years or more of
service and their dependents. Benefits consist of full medical coverage as if the
individuals were still employed, until they become eligible for Medicare, at which time
Medicare becomes the primary insurer and the Borough plan becomes the
secondary insurer,
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Note 11

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

POST EMPLOYMENT RETIREMENT BENEFITS (CONTINUED)

Plan Description — New Jersey State Health Benefits Program ("NJSHBP")

The NJSHBP as of July 1, 2010 had “local employees” statewide of 45,739 active
and 16,901 retired for a total of 62,640 members. The Borough had eight (8)
active and four (4) retired employees for a total of twelve (12).

The Borough contributes to the NJSHBP, a cost-sharing, multiple-employer
defined benefit post-employment healthcare plan administered by the State of
New Jersey Division of Pensions and Benefits. NJSHBP was established in
1961 under N.J.S.A. 52:14-17.25 et seq., to provide health benefits to State
employees, retirees, and their dependents. Rules governing the operation and
administration of the program are found in Title 17, Chapter 9 of the New Jersey

Administrative Code. NJSHBP provides medical, prescription drugs, mental

health/substance abuse, and Medicare Part B reimbursement to retirees and
their covered dependents. In accordance with GASB’s 43 and 45, the NJSHBP
has been determined to be a cost-sharing multiple-employer plan. Under GASB
45, the Borough is not required nor allowed to accrue reserves to fund the
ultimate payment of the retirees health benefit obligation that is being earned.

The NJSHBP was extended to employees, refirees, and dependents of
participating local public employers in 1964. Local employers must adopt a
resolution to participate in the NJSHBP. The Borough authorized participation in
the NJSHBP's post-retirement benefit program.

The New Jersey State Health Benefits (“NJSHB") Commission is the executive
body established by statute to be responsibie for the operation of the NJSHBP.
The State of New Jersey Division of Pensions and Benefits issues a publicly
available financial report that includes financial statements and required
supplementary information for the NJSHBP and an annual actuarial valuation
report. Those reports may be obtained by writing to: State of New Jersey
Division of Pensions and Benefits, P.O. Box 295, Trenton, NJ 08625-0295 or by
visiting their website at www.state.nj us/treasury/pensions/gasb-43-sept2008.pdf.

Funding Policy

Participating employers are contractually required to coniribute based on the
amount of premiums attributable to their retirees. Post-retirement medical
benefits under the plan have been funded on a pay-as-you-go basis since 1994.
Prior to 1994, medical benefits were funded on an actuarial basis. The NJSHB
Commission sets the employer contribution rate based on the annual required
contribution (ARC) of the employers as established in an annual rate
recommendation report.
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Note 11

Note 12.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

POST EMPLOYMENT RETIREMENT BENEFITS (CONTINUED)

Funding Policy {Continued)

Contributions to pay for the health premiums of pariicipating retirees in the
NJSHBP are billed to the Borough on a monthly basis. The number of
employees covered and approximate cost for the past three years were as
follows:

Number Employer's
Fiscal Year of Employees Cost
2011 4 $ 41,913.45
2010 3 19,667.64
2009 3 18,275.88

RISK MANAGEMENT

Property and Liability Insurance

The Borough together with other governmental units is a member of the Middlesex
County Municipal Joint Insurance Fund ("JIF"). The JIF, which is organized and
operated pursuant to the regulatory authority of the Departments of Insurance and
Community Affairs, State of New Jersey, provides for a pooling of risks, subject to
established limits and deductibles. In addition, the JIF has obtained cost effective
reinsurance and excess liability coverages for participant local units.

For the year ending December 31, 2011, the Fund provided the following types of
coverages: Auto, General Liability, Workmen's Compensation, Property, Public
Officials Liability, Boiler and Public Official Surety/Dishonesty coverage.

The Borough has contracted with the JIF for coverage and is subject to certain policy
limits. The coverage is designed to minimize the impact of any potential losses to
the Borough for matters that may have been caused or related to the Borough or its

employees.

- 47 -



Note 12.

Note 13.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

RISK MANAGEMENT (CONTINUED)

New Jersey Unemployment Compensation Insurance

The Borough has elected to fund its New Jersey Unemployment Compensation
Insurance under the "Benefit Reimbursement Method". Under this plan, the Borough
is required to reimburse the New Jersey Unemployment Trust Fund for benefits paid
to its former employees and charged to its account with the State. The Borough is
billed quarterly for amounts due to the State. The following is a summary of Borough
contributions, employee contributions, reimbursements to the State for benefits paid
and the ending balance of the Borough's trust fund for the current and prior two
years;

Year Ended Employer interest Amount Ending

December 31, Contributions Earned Reimbursed Balance
2011 $ 10947 3 None $  4,441.87 3 3,889.74
2010 None None 2,875.92 8,322 44
2009 None None None 11,198.36

INTERFUNDS RECEIVABLE AND PAYABLE

Interfunds receivable and payable balances at December 31, 2011 were as follows:

Interfunds Interfunds
Fund Receivable Payable
Current $ 26,688.25
Trust Other 3 167.94
General Capital 25,000.00
Payroll 1,520.31
$ 26,688.25 3 26.688.25
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Note 14.

BOROUGH OF HELMETTA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2011

SEGMENT INFORMATION FOR UTILITY OPERATING ENTERPRISE FUNDS

The Borough of Helmetta maintains two enterprise funds that provide water and
sewer to the residents and businesses of the Borough. Segment information for the
year ended December 31, 2011 is as follows:

Revenue and Other Income Realized:
Operating Fund Balance Appropriated
Rents
Miscellaneous

Budget Totals

Other Credits to Income:
Non-budget Revenue
Unexpended Balance of Appropriation
Reserves
Current Appropriations Canceled

Total Revenues
Expenditures:
Operating
Capital Improvements
Debt Service
Deferred Charges and Statutory Expenditures
Total Expenditures

Statutory Excess in Revenue

Fund Balance, January 1

Decreased by:
Utilization as Anticipated Revenue

Fund Balance, December 31

49

Total

Enterprise

Water Sewer (Utility)

Utility Utility Fund
$ 8777700 0§ 5774500 145,522.00
390,767.82 411,095.60 801,863.42
64,582.12 64,582.12
$ 543,126.94 $ 468,840.60 1,011,967.54
4,159.97 10,265.68 14,425.65
20,342.97 40,821.93 61,164.90
926.29 926.29
% bB8,556.17 & 519,928.21 1,088,484.38
$ 364,100.00 § 415100.00 779,200.00
15,000.00 20,000.00 35,000.00
146,032.00 146,032.00
12,645.00 12,645.00 25,290.00
$ 537,777.00 § 447,745.00 985,522.00
$ 3077917 § 72,183.21 102,962.38
126,669.02 112,596.65 239,265.67
$ 15744819 § 184,779.86 342,228.05
$ 87,777.00 & 5774500 145,622.00
$ 87 777.00 & 5774500 145,522.00
$ 6867118 § 127034.86 196,706.05




Note 15.

Note 16.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

DEFERRED COMPENSATION PLAN

The Borough of Helmetta offers its employees a Deferred Compensation Plan
created in accordance with the provisions of N.J.S. 43:15B-1 et seq., and the Internal
Revenue Code, Section 457. The Plan, available to 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.

Statutory and regulatory requirements governing the establishment and operation of
Deferred Compensation Plans have been codified in the New Jersey Administrative
Code under the reference N.J.A.C. 5:37.

The "Small Business Job Protective Act of 1996" modified several provisions of
Section 457 of the Internal Revenue Code. The most significant change in the law
related to the ownership of the fund.

The Deferred Compensation Plan is administered by the Public Employees Benefits
Service Company (PEBSCO).

CONTINGENT LIABILITIES

A. Compensated Absences

PBA — Union Employees - The Borough has a contract with the Local P.B.A. that
includes a provision for compensation for unused sick time upon retirement as
follows: Employees who retire and who are entitled to accumulate sick time
payments upon retirement will receive a lump sum payment for unused sick
leave in an amount of one-half of the total value of accrued sick leave, up fo a
maximum of $15,000.00 credited to him/her on the employment records and
certified by the Borough on the effective date of his/her retirement.

Non-Union and Public Works Union_Employees - The administrative policy and
public works union contract of the Borough entitle employees to ten (10) sick
days per calendar year and allows for a carryover with a maximum accumulation
of 120 days. Upon retirement, the employee will be paid at a rate of one-half of
the total value of accrued sick leave, up to a maximum of $12,000.00 credited to
him/her on the employment records. The administrative policy and union
coniract also aliow for a carryover of % of unused vacation days up io a
maximum of eight (8) weeks.

Liability - The Borough's total liability for sick time as of December 31, 2011
based on the policies and agreements, is $59,327.94. This amount is not an
immediate liability of the Borough and the likelihood of this amount becoming due
and payable at any time in the near future is remote.
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Note 16.

Note 17.

BOROUGH OF HELMETTA
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

CONTINGENT LIABILITIES (CONTINUED)

A. Compensated Absences (Continued)

Termination Benefits - Employees upon termination for any reason are entitled to
receive compensation in accordance with the Union Contracts, Borough policy,
statute or a separate employment contract, and are not entitled to any other
compensation. There is no liability required to be recognized in accordance with
GASB#47 related to other termination benefits.

B. Litigation

There are no matters of litigation that wouid, in the result of an adverse opinion,
have a material impact on the financial condition of the Borough.

C. Grants

The Borough of Helmetta participates in federally and state assisted grant
programs. These programs are subject to program compliance audits by the
grantors or their representatives. The Borough is potentially liable for
expenditures which may be disallowed pursuant to the terms of these grant
programs. Management is not aware of any material items of noncompliance
which would result in the disallowance of program expenditures.

LENGTH OF SERVICE AWARDS PROGRAM

On November 3, 1999, the voters of the Borough approved a referendum authorizing
the establishment of a Length of Service Awards Program (LOSAP). The LOSAP
will provide tax-deferred income benefits to the active volunteer fire fighters who are

eligible to participate.

The LOSAP funds are administered independently and distinct from the Borough and
are subjected to a review in accordance with the American Institute of Certified
Public Accounts Standards for Accounting and Review Services. Participants are
responsible for the direction of their investments within their individual accounts. A
separate report as of December 31, 2011 revealed net assets available for benefits
of $55,270.79. The Borough's contribution for December 31, 2011 is estimated at
$8,000.00 and for 2010 is $6,800.00 actual.
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Exhibit B-1

Sheet 1 of 2
BOROUGH OF HELMETTA
CURRENT FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES
AND FUND BALANCE - STATUTORY BASIS
AS OF DECEMBER 31, 2011 AND 2010
Balance Balance
December 31, December 31,
2011 2010
ASSETS
Current Fund;
Cash and Cash Equivalents $ 1,194,804.23 $ 1,168,545.46
Due from State of New Jersey - Ch. 20,P.L. 1971 3,288.42 3,288.42
Receivables and Other Asseis with Full Reserves:
Taxes Receivable 86,149.60 111,556.44
Property Acquired for Taxes - Assessed
Valuation 8,800.00 8,800.00
Other Accounts Receivable:
Revenue Accounts Receivable:
Due from Municipal Court 10,440.42 18,388.96
Due from Animal Shelter 17,343.75
Interfunds Receivabie:
Due from General Capital Fund 25,000.00
Due from Trust Other Fund 167.94 1,446.02
Due from Payroll Fund 1,520.31
Peferred Charges 57,973.00 £6,600.00
Total Current Fund $ 1,405487.67 % 1,378,625.30
Grant Fund: ‘
Cash and Cash Equivalents $ 36,397.23 $ 3347437
Grants Receivable 10,000.00 5,000.00
Total Grant Fund $ 46,397.23 3 38,474.37
Total Assets $ 1,451,884.90 $ 1,417,099.67
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Exhibit B-1

Sheet? of 2
BOROUGH OF HELMETTA
CURRENT FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES
AND FUND BALANCE - STATUTORY BASIS
AS OF DECEMBER 31, 2011 AND 2010
Balance Balance
December 31, December 31,
2011 2010
LIABILITIES, RESERVES AND '
FUND BALANCE
Current Fund:
Liabilities:
Appropriation Reserves 138,442.77 47 ,667.36
Prepaid Taxes 36,244.44 19,947.69
Accounts Payable 20,000.00
Reserve for Encumbrances 81,581.76 166,088.13
Consolidated District School Tax Payable 640,480.30 637,764.69
Due to State of New Jersey:
Various 200.00 100.00
Various Reserves 6,345.81 8,345.81
923,305.08 877,914.68
Reserve for Receivables and Other Assets 149,422.02 160,191.42
Fund Balance 332,760.57 340,519.20
Total Current Fund 1,405,487.67 1,378,625.30
Grant Fund:
Reserve for Grants:
Appropriated 30,118.20 30,654.07
Unappropriated 5,507.88 5,475.24
Reserve for Encumbrances 10,771.15 2,345,068
Total Grant Fund 46,397.23 38,474.37
Total Liabilitties, Reserves and Fund Baiance 1,451,884.90 1,417,099.67
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Exhibit B-2

BOROUGH OF HELMETTA sheet 1072
CURRENT FUND
COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE
IN FUND BALANCE - STATUTORY BASIS
FOR THE YEARS ENDED DECEMBER 31. 2011 AND 2010
2011 2010
Revenues and Other Incorme Realized:
Fund Balance Uiilized $ 246,000.00 246,000.00
Miscellanecus Revenues Anticipated 455,467.72 349,870.37
State Aid 142,271.00 142,271.00
Federal and State Grants 47.,543.86 12,228.94
Surplus Anticipated from Helmetta Board of Education 77,000.00 67,608.00
Receipts from Delinquent Taxes 111,556.44 95 385.77
Amount to be Raised by Taxation for Support
of Municipal Budget 1,180,064.52 1,151,658.06
Non-Budget Revenues 70,928.65 33,598.06
Other Credits to Income:
Unexpended Balance of Appropriation Reserves
Lapsed and Encumbrances Canceled 38,260.67 44,338.89
Current Appropriations Canceled 25,004.41
interfunds Liquidated 1,196.02 305.05
Taxes Allocated to School and County Taxes 4,005,485.95 3,919,989.20
Total Income $ 6,400,775.24 6,083,263.34
Expenditures:
Budget and Emergency Appropriations;
Within "CAPS™
General Government 3 234,850.00 234,750.00
Land Use 13,800.00 16,208.00
Insurance 163,133.00 142,126.00
Public Safety 498,782.00 493,510.00
Public Works 288,971.00 266,700.00
Health and Human Services 21,510.00 14,460.00
Park and Recreation 15,000.00 9,700.00
Utilities and Bulk Purchases 107,800.00 96,600.00
Uniform Construction Code 5,200.00 8,800.00
Contingent 500.60 500.00
Deferred Charges and Statutory Expenditures 124,983.00 112,798.00
Excluded from "CAPS™
Insurance 13,792.00 13,384.00
Public Safety 30,370.00 29,510.00
Public Works 63,209.00 B1,337.00
Interlocal Agreement-Animal Shelter 108,800.00
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Exhibit B-2

BOROUGH OF HELMETTA Sheet2 of 2
CURRENT FUND
COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE
IN FUND BALANCE - STATUTORY BASIS
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010
011 2010
Expenditures (Continued):
Budget and Emergency Appropriations {Continued):
Excluded from "CAPS"
Health and Human Services 5 21,968.00 % 21,655.00
Grants 47 543.86 15,528.94
Capital Improvements 79,000.00 113,000.00
Municipal Debt Service 110,834.00 88,470.00
Deferred Charges and Statutory 57,800.00 _ 21,954.11
Reserve for Uncollected Taxes 154,315.00 152,661.67
County Taxes 833,986.71 753,968.58
County Added and Omitted Taxes:
2009 40.34
2010 487.20
2011 534.61
District School Taxes 3,170,964.63 3,165,533.42
Interfund Advanced 26,520.31 1,237.00
Revenue Accounts Receivable-Advanced 17,343.75
Prior Year Senior Citizens' and Veterans' 1,500.00
Refund of Prior Years Revenue 2,540.90
Total Expenditures 6,211,810.87 5,859,060.16
Excess to Fund Balance 188,968.37 204,203.18
Add: Expenditures by Statute Deferred Charges ,
to Budgeted Succeeding Years 49,273.00 41,000.00
Statutory Excess to Fund Balance 238,241.37 245,203.18
Fund Balance, January 1 340,519.20 341,316.02
578,760.57 586,519.20
Decreased by:
Utilized as Anticipated Revenue 246,000.00 246,000.00
Fund Balance, December 31 332,760.57 340,519.20
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BCROUGH OF HELMETTA

CURRENT FUND
STATEMENT OF REVENUES - STATUTORY BASIS

YEAR ENDED DECEMBER 31, 2011

Surplus Anticipated

Miscellaneocus Revenues;
Fees and Permits:
Other
Fines and Costs:
Municipal Court
Interest and Costs on Taxes

State Aid Without Offsetting Appropriations:
Energy Receipts Tax
Consalidated Municipal Property Tax Relief Aid

Special ltems of Revenue Offset with Appropriations:

Aleohol Education and Rehabilitation Fund
Clean Communities Program

Body Armor Replacement Fund

Forest Service Volunteer Fire Assistance
NJ Direct Energy Program

Police Car Cameras Grant

Law Enforcement Response
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Exhibit B-3

Sheet 1 of 2
Budget as Excess or
Maodified Realized {Deficit)
246,000.00 246,000.00
1.000.00 444.32 (555.68)
140,000.00 177,106.45 37,106.45
10,000.00 24,136.41 14,136.41
151,000.00 201,687.18 50,687.18
114,250.00 114,250.00
28,021.00 28,021.00
142,271.00 142,271.00
269.67 269.67
4,000.00 4,000.00
894.24 894.24
4,581.00 4,581.00
12,798.85 12,798.95
20,000.00 20,000.00
5,000.00 5,000.00
47,543.86 47,543.86




BOROUGH OF HELMETTA

CURRENT FUND
STATEMENT OF REVENUES - STATUTORY BASIS

YEAR ENDED DECEMBER 31, 2011

Special [tems of Revenue with Prior Consent
of the Director:
Cabie Television Fees
Cell Tower Fees
Zoning/Code Enforcement Contract-
Borough of Spotsweed
Animal Control Contract - Borough of Spotswood
Animal Shelter Contract - Borough of Spotsweod
Animal Control Contract - Borough of South River
Animal Shelter Contract - Borough of South River
Animal Control Contract - Borough of Sayreville
Animal Shelter Cantract - Borough of Sayreville
Animal Control Contract - Township of Plainsboro
Animal Shelter Contract - Township of Plainsboro
Animat Cantrol Contract - Borough of Jamesbtirg
Animal Shelter Contract - Borough of Jamesburg
Animal Shelter Contract - Borough of Manalapan
Animal Control Contract - Borough of Milltown
Animal Shelter Contract - Borough of Milltown
Animal Control Contract - Township of East Brunswick
Animal Shelter Contract - Township of East Brunswick
Animal Control Contract - Township of Matawan
Animal Shelter Confract - Township of Matawan
Animal Shelter Contract - Township of Maribaro

Surplus Anticipated from Helmetta Board of Education
Receipts from Delinquent Taxes
Amount to be Raised hy Taxation for
Support of Municipal Budget:
lL.ocal Tax for Municipal Purposes

Budget Totals

Non-Budget Revenue

Detail:
Adopted Budget
Added by N.J.S.A. 40A:4-87
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Exhibit B-3

Sheet2af 2
Budget as Excess or
Modified Realized {Deficit)
13,7446% % 13,744.69
60,000.00 64,8513 % 4,851.83
5,834.00 5,834.00
6,076.00 9,181.00 3,105.00
3,500.00 3,763.75 263.75

10,195.00 15,065.27 4,860.27

15,000.00 4,160.00 (10,840.00)

19,200.00 33,712.50 14,512.50

20,000.00 31,244.00 11,244.00

12,000.00 13,980.00 1,980.00

2,000.00 1,513.50 (486.50)
3,750.00 6,260.00 2,510.00
2,000.00 5,5835.00 3,595.00

10,000.00 29,755.00 18,755.00

1,250.00 1,250.00
500.00 B70.00 370.00
7,500.00 (7,500.00)
500.00 5,530.00 5,030.00
5,000.00 (5,000.00})
2,000.00 740.00 (1,260.00}
500.00 6,740.00 6,240.00
200,549.69 $§  253,780.54 $ 53,230.85

77,00000 % 77,000.00 %

9000000 $ 111,55644 3 21,556.44
1,158,823.31 $ 1,180,064.52 $ 21,241.21
2,113,187.86 $ 2,259,903.54 $ 146,715.68

70,928.65 70,928.65
2113,18786 § 2,330,83219 §  217,644.33
2,058,138.91

55,048.85
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Exhibit B-5

Sheet 2 of 2
BOROUGH OF HELMETTA
CURRENT FUND
STATEMENT OF TAXES RECEIVABLE AND ANALYSIS
OF PROPERTY TAX LEVY
ANALYSIS OF PROPERTY TAX LEVY
Tax Yield:
General Purpose Tax $ 5,163,814.51
Additional Tax 1,682.31
Added and Omitted Taxes (54:63.1 et. seq.) 3,297.51
$ 5,168,794.33
TAX LEVY

Consolidated School District Tax:
Levy, Schoal Year July 1, 2011 to

June 30, 2012 $ 3.170,964.83
County Taxes:
County Tax 5 759,574.96
County Open Space Preservation Tax 74,411.75
County Added and Omitted Taxes
{54:4-63.1 & 12 et. seq.) 534.61
Total County Taxes 834,521.32
$ 4,005485.95
Local Tax for Municipal Purpose $ 1,158,823.31
Add: Additional Tax Levied 4,485.07
Total Tax for Municipal Purpose 1,163,308.38

$ 5,168,794.33
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Exhibit B-8

BOROUGH OF HELMETTA
CURRENT FUND
STATEMENT OF CONSOLIDATED/LGCAL DISTRICT SCHOOL TAX PAYABLE

Local Consolidated Total
BALANCE, DECEMBER 31. 2010
Payable - Consolidated $ 1,582,764.69 § 1,5B82,764.69
Deferred - Local School Taxes 3 (945,000.00) (945,000.00)
(945,000.00) 1,682,764.69 637,764.69
INCREASED BY
Levy - School Year July 1, 2011 io
June 30, 2012 $ 3.170,964.63 3,170,964.63
DECREASED BY
Cash Disbursed 3,168,249.02 3,168,249.02
BALANCE, DECEMBER 31, 2011
Payable - Consolidated $ 158548030 § 1,585480.30
Deferred - Local School Taxes $ (945,000.00) {945,000.00)

$ (945,000.00) $ 158548030 & 6540,480.30

Note on July 1, 2009 the Local School District by executive order was merged into the Spotswood
Borough Local School District to form a consolidated school district.
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TRUST AND AGENCY FUNDS
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Exhibit C-3

BOROUGH OF HELMETTA
PAYROLL FUND
STATEMENT OF PAYROLL DEDUCTIONS PAYABLE

increased Decreased
Federal Withholding Tax $ 108,377.96 $ 108,377.96
Public Empicyees Retirement System:
Regular 19,366.49 19,366.49
Contributory Insurance 1,686.19 1,686.19
Back Contribufory Insurance 3,625.56 3,625.56
l.oans 4,647.56 4,647 .56
Social Security and Medicare Taxes 120,786.55 120,786.55
State Income Tax 24,427 47 24 427 47
New Jersey Disability and Unemployment Tax 5,609.51 5,608.51
Palice and Firemen's Retirement System:
Regular 23,851.76 23,851.76
Loans 3,288.03 3,288.03
Dental 1,140.00 1,140.00
Health 5,718.55 5,718.55
Dues 2,661.00 2,661.00
Chifd Support 13,468.00 13,468.00
Deferred Compensation - PEBSCO 15,920.00 15,920.00
$ 354,574.63 $ 354,574.83
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BOROUGH OF HELMETTA

ANIMAL CONTROL TRUST FUND

STATEMENT OF RESERVE/(DEFICIT)

FOR ANIMAL CONTROL EXPENDITURES

BALANCE. DECEMBER 31, 2010

INCREASED BY
Cash Receipts:
Dog License Fees
Cat License Fees
Late Fees
QOther
Prior Year Adjustment

DECREASED BY
Expenditures
Encumbrances

BALANCE (DEFICIT), DECEMBER 31, 2011

DOG LICENSE FEES COLLECTEDR

Year
2009
2010

AUDITOR'S NOTE

R.S. 4:19-15.11

$

Exhibit C-4

$ 13.60
1,482.40
536.00
145.00
501.00
2.40 2,666.80
5 2,680.40
2,484.14
335.00 2,819.14
5 (138.74)
5 1,414.40
1,482.40
3 2,896.80

"There shall be transferred from such special account to the general funds of the
Municipality any amounts then in such account which is in excess of the total amount
paid into such special account during the last two fiscal years nexi preceding.”
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BOROUGH OF HELMETTA

TRUST OTHER FUND

STATEMENT OF RESERVE FOR STATE OF NEW JERSEY

UNEMPLOYMENT COMPENSATION CLAIMS

BALANCE, DECEMBER 31, 2010

INCREASED BY
Cash Receipts

DECREASED BY
Expenditures

BALANCE, DECEMBER 31. 2011
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Exhibit C-5

8,322.44

108.17

8,431.61

4,441.89

3,889.72




GENERAL CAPITAL FUND




Exhibit D-1

BOROUGH OF HELMETTA
GENERAL CAPITAL FUND

COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES

AND FUND BALANCE - STATUTORY BASIS

AS OF DECEMEBEER 31, 2011 AND 2010

Balance Balance
December 31, December 31,
2011 2010
ASSETS
Cash and Cash Equivalenis $ 437,052.41 $ 705,460.96
Intergovernmental Accounts Receivable $ 433,394.61 3 79,074.61

Deferred Charges to Future Taxation -
Unfunded

Total Assets

LIABILITIES, RESERVES AND FUND BALANCE

$ 1,805,000.00

$ 1,885,000.00

$ 2.675447.02

$_2,669,635.57

Bond Anticipation Notes $ 1,805.000.00 $ 980,000.00
interfund Payable -
Due to Current Fund 5 25,000.00
Other Liabilities and Reserves:
Capital Improvement Fund 3 28,010.26 3 20,442.24
Reserve for Acquisition of an Animal Control Van, Appropriated 20,000.00
Reserve for CDBG 9,087.52 9,087.52
Reserve for Affordable Housing 24,000.00 24,000.00
Reserve for Detention Basin 3,082.64 5,782.63
Reserve for Acquisition of Animal Shelter 1,000.00
Reserve for Encumbrances 37,256.90 1,583,059.65
$ 118,437.32 $ 1,643,372.04
Improvement Authorizations:
Funded 5 665942.76 5 22,072.79
Unfunded 26,642.22 5,568.02
$ B692,584.98 § 27,640.81
Fund Balance $ 33,424.72 $ 18,522.72

Total Liabilities, Reserves and Fund Balance

3 2,675,447.02

$ 2.669,535.57

There were No Bonds and Notes Authorized but not Issued at December 31, 2011,

-80-



Lp2S07Er & 20'S9L'iF & E0SOLlly  § v20OB'EEl §  207ZJEEBSk §  1ZBOB'EEPL & 96'00¢'50 %
00129 00'85r'eZ 00°2LL8'02
00°008'G5E 00°008'6S1
G4 004081 00°Zer' 161 STARAA )
L0 LE9'Z8Y 66'8.ELL % 00'000'005
ZZerD'ET £ 696506 {12'226'298)
Z0°'B95'S Z0'855's
00000 vE 00°000'¥2
00°000°02 00°000'02
EEBEL'L £EB6L 00°'000°L
€5 480'6 Z57180'6
I ER0'E 65'669'Z £9ERL'S
06'952"LE 00°L28'02 G4 '629'995'1 GO'BS0'E8S' )
00°'000'¥L 5596121 $  GE'B6L'0E
00°'D0D'SE 0000062
(00°'862'641) 00'962'6L L
{19'06F'062) 0022V LLL (19v20'68)
ST 08092 20°'995'G GO°000'0E g 00°000'02 e Err'oz
ZLPZVEE  $ 0ooDD'vL g 00206 g 2.'225'8L $
Lioe o1 woig stolfeziogny B0 ERCENEERE 0102
'LE J8gWsaaq J3jsuel] uswanouduy) '1.£ Jaquisos(
soue|eg aouejeyg
SJUWasINGSI] sjdisaey

[ANRICIEEE]

SINTIVAINDA HSVI NV HSYD 40 SISATYNY
QNN T LIdYD TVHINDD
VLLIWTEH 40 HONOXOY

sjusLwasoldiu] Yied 0Z-L10E

JB)iays jEWILY 104 SjUswaa0d] snosep 80-L 1O
siuBllanoiditl] j98ng sNoLEA, §0-1102

B aye] BNaW|aH 0) sjuawaacidul| | LOZ

13)|ays |ewiuy 104 sjUaWaA0L| snouep, 82-0102

151-0:02
A UosIpely ) sjuawasoid) 50-0L02
SHoHEZIayny justuanoida] TSR
aoueL|piy

Buisnop sigepiayy Joj aniassy
UBA |0JUOD [BWUY B JO uonisinbay 1o) anesay
18|18 g [EWUy ue jo uoipisinbay Jof ariasey
JUEIS) Ro0|g wawdeiaasg AUNWLLOD Jo) 2nIasay
uiseg uopuajeg Jo) 2asay
SAJULILINOUT 10} aAlasay
pun jueBio) WoKHol 8ng
pun4 JUaLNg Wol4/o) ang
x@=a|pp||A 10 Alunon Wwoyy ang
uoiepadsues) jo uswpedag
Aas1ar map jo a)B|s Wol ang
pund wswasoidw| [eyden
aJue|eq pun4

-89 -



0086V EE $ 00008'GSL $
00°86¥°E2 $ 9840 1102
00°006'27 9803 0102
00°006'22 9d3d9d 6002
0o 000’001 § YMoIS) a|qeulelsng
‘lleleg
00'86¥'c2 % 0000B'SSL 3 1oyL0'6L § 002EV'LLL LOvBL'62YF $ L1102 'LE ¥38Wa0dd FIONVYIvE
00°000'005 00'000'00S  § s]disoay ysep
:Ag pasealoag]
00'86¥'ce ¢ o00008'G5L % 00'000'ons % o0ger'LLL ¢ 00022058 paplemy
:Ag pasealoy|
19%20'6L § 19vi06L. % 010z "1 € 4393230 ZONYIvdE
Ce-tioe g0-110¢ v0-1 102 q0-0102 G0-L10¢ IBlC]
sjuswaAoIdLy| siusLaAoidw| sjualuaacdilg AL UOSIpe)y  SJusWaAcidLU)
e 19]18Y3 jeLuivy Ned 2X4ET leallg
(1snig
aoedg uadQ)
xasajppii JO Ajunod 1oarn

X3s3A7G4IN 20 ALNNOD NV NOLLVLUOdSNYYL 40 ANJWLHVY43A AFSHAr M3N
- TEVAIZIZY SINNOIIVY TVLNIWNNHAAODHILNI 40 INJWII1VIS

aNN TYLlidvYD TvdanNao
£-a Hqiyx3

VLLIWTIH 40 HONOYHOH™

.82 -



00'000's08’t ¢ 00°000°GO8°}L § 0000008 ¢  00°000'G8B't %
00°000°608°L $§  00°000°S08°} $ 00°000'508' | 18)ayg |[eluy
loj sjustuancidul| SNOUBA
0000008 $ 0000008 $ aALQ Iaxeg o} sjuswaaodu)
S3]0N LLoe uoneudolddy 0L0c tiondiiosaq
uonedianuy ‘LE JagLusnsg 1afipng ‘L ¢ Jaquieda(g juswasoldu
puog aouejeq soue|eg
jleleq jo
sieAjeuy

- 1giuxg

J3dNN4NN ‘NOILYXVL FdNLNd OL S3DYVHO G3dd343a JO LINIWILVYLS
NN TVYLIdVYD TIVEINGD
Y.113WTaH 40 HONOoWod

g¢-010¢
/§1-010¢

22002
0¢-200¢2
1£0-0002

JELTY

asuBUIpIO

-83-



00°000°08 %

0O'000'50Bt $ Q000008 $ Q000006 %

00'000°086 $
00°000°506 00°'000°606 % %eEee ELILLISO VLILLISD LLILLISO
00000006 $ 00000006 %STE (AN A TAN 0i/EE/EL Qt/iEZielL
00'000'EE 00000'e2 %05°E LML 8o/e0/01L £0/0L/0L
00000/ % . 000008 & %O0SE LLLORL 80/20/01 o/t Lol
102 UGelaaIady FEFEE] aroz SEY AMERN ELER] EETTY]
'1£ Joquianag] 126png NYE ‘L laquatag  1sass)y| 10 3jeq jo Bjeg [euBuO Jo
aoue|eg Ag pasealneq Loe aoue|2g anss| Jo aleq
S31ON NOLLYJIDIINY ONOE 40 INFWILVIS
NN TYLIdYD TYHINGD
5-a ngqiyx3

Y1LIIWT3H 40 HONOHOH

1ayBug [BLIUY Jo4 sUaWsAcdw) snapeA,

I2Y3YS |ewiy Jo4 suawasciduwl) snouep,

3l 1ayeq o) sjuswaacd

aAl(] Javeq 0} sjuawanosdiug

Conduossg
usLIsA0IduULY

uoljeldoiddy 126png
neRa

80-iL0E
g82-0L02/51-0L0C

Ze-v002
/02-€00¢/L0-0002

e-¥007
f0e-200¢/L0-000¢

Tanunpy
BOUBLIPID

-84 -



BOROUGH OF HELMETTA
GENERAL CAPITAL FUND
STATEMENT OF CAPITAL IMPROVEMENT FUND

Exhibit D-8

BALANCE, DECEMBER 31. 2010 20,442.24
INCREASED BY
Budget Appropriation _ $ 20,000.00
Funded Iimprovement Authorization Cancelled 5,568.02 25,568.02
46,010.26
DECREASED BY
Utilized To Finance Improvement Authorizations 20,000.00
BALANCE, DECEMBER 31, 2011 26,010.26

Detail of Improvements Authorizations:

Ord 11-05 $20,000.00
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Exhibit D-8

BOROUGH OF HELMETTA
WATER UTILITY CAPITAL FUND
STATEMENT OF BONDS AND NOTES AUTHORIZED BUT NOT ISSUED

Balance
Ordinance December 31,
Number Description 2010 Issued
2010-15/
2010-28 Various [mprovements for Animal Shelter 3 905,000.00 § 90500000

$ 905,000.00 $  905,000.00
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SEWER UTILITY OPERATING FUND




BOROUGH OF HELMETTA

SEWER UTILITY OPERATING FUND

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE

IN FUND BALANCE - STATUTORY BASIS

REVENUE AND OTHER INCOME REALIZED

Fund Balance Utilized
Rents
Other Credits {o Income:
Non-Budget Revenue
Unexpended Balance of Appropriation Reserves
and Reserve for Encumbrances

Total Income

EXPENDITURES

Operating

Capital Improvement Fund

Deferred Charges and Statutory Expenditures
Total Expenditures

Statutory Excess to Fund Balance

Fund Balance, January 1
Decreased by -

Utilized by Sewer Operating Budget

Fund Balance, December 31

-80-

Year 2011

57,745.00
411,095.60

10,265.68

40,821.93

Exhibit ES-1

Year 2010

73,050.00
354,223.44

10,881.56

54 ,864.53

519,928.21

493,018.53

415,100.00
20,000.00
12,645.00

394,100.00
20,000.00

8,950.00

447,745.00

423,050.00

72,183.21

112,596.65

69,869.53

115,677.12

184,779.86

185,646.65

57,745.00

73,056.00

127,034.86

112,596.65




BOROQUGH OF HELMETTA

SEWER UTILITY OPERATING FUND

STATEMENT OF REVENUES - STATUTORY BASIS

YEAR ENDED DECEMBER 31, 2011

Exhibit ES-2

Excess/
Anticipated Realized (Deficit)
Fund Balance Anticipated $ 57,74500 § 5774500
Rents 390,000,00 411,095.60 21,095.60
$ 447,74500 § 468,840.60 21,095.60
Non-Budget Revenue 10,265.68 10,265.68
$ 44774500 § 479,106.28 31,361.28
ANALYSIS OF REALIZED REVENUES
Miscellaneous:
Interest & Caosts on Rents $ 426568
interlocal Service Agreement -
Borough of Jamesburg 6,000.00
$_10,26568
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BOROUGH OF HELMETTA

SEWER UTILITY OPERATING FUND

STATEMENT OF CONSUMER ACCOUNTS RECEIVABLE

BALANCE, DECEMBER 31, 2010

INCREASED BY
Sewer Rents Levied

DECREASED BY
Collections
Customer Overpayments Applied

BALANCE, DECEMBER 31. 2011

-02 -

$

410,633.36
462.24

Exhibit ES-4

30,667.21

415,763.56

446,430.77

411,095.60

35,3356.17
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WATER UTILITY OPERATING FUND




BOROUGH OF HELMETTA

WATER UTILITY OPERATING F

UND

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE

IN FUND BALANCE - STATUTORY BASIS

Exhibit EW-1

Year 2011 Year 2010
REVENUE AND OTHER INCOME REALIZED
Fund Balance Utilized % 87,777.00 97.,670.00
Rents 390,767.82 355,062.12
Cell Tower Revenue 64,582.12 62,077.31
Other Credits to Income:
Non-Budget Revenue 4,159.97 5,003.01
Unexpended Balance of Appropriation Reserves
and Reserve for Encumbrances 20,342.97 68,626.84
Current Appropriations Cancetled 926.29 5,442.49
Total Income $  568,556.17 593,881.77
EXPENDITURES
Qperating %  364,100.00 328,100.00
Capital Improvements 15,000.00 15,000.00
Debt Service 146,032.00 145,620.00
Deferred Charges and Statutory Expenditures 12,645.00 8,850.00
Total Expenditures $  537,777.00 497,670.00
Statutory Excess to Fund Balance 3 30,779.17 96,211.77
Fund Balance, January 1 126,668.02 128,127.25
$ 157,448.19 224,339.02
Decreased By:
Utilized by Water Operating Budget 87.777.00 97,670.00
Fund Balance, December 31 % 69,671.19 126,669.02
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BOROUGH OF HELMETTA

WATER UTILITY OPERATING FUND

STATEMENT OF REVENUES - STATUTORY BASIS

YEAR ENDED DECEMBER 31, 2011

Fund Balance Utilized 5
Rents
Ceil Tower Revenue

Non-Budget Revenues

ANALYSIS OF NON BUDGET REVENUE

Exhibit EW-2

Interest on Delinquent Accounts
Meter Readings
Miscellaneous

Excess/
Anticipated Realized {Deficit)
87,777.00 87,777.00
390,000.00 390,767.82 3 767.82
60,000.00 64,582.12 4,582.12
537,777.00 543,126.94 5 5,349.94
4,159.97 4,159.97
537,777.00 547,286.91 5 9,509.91
3,838.03
160.00
161.94
4,159.97
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Exhibit EVV-4 -

BOROUGH OF HELMETTA
WATER UTILITY OPERATING FUND
STATEMENT OF CONSUMER ACCOUNTS RECEIVABLE

BALANCE, DECEMBER 31, 2010 $ 34,693.62
INCREASED BY
Water Rents Levied 386,339.59
3 421,033.21
DECREASED BY
Collections $ 390,388.58
Customer Overpayments Applied 379.24 390,767.82
BALANCE, DECEMBER 31, 2011 $ 30,265.39
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Exhibit EW-5

BOROUGH OF HELMETTA
WATER UTILITY OPERATING FUND
STATEMENT OF ACCRUED INTEREST ON LOANS AND NOTES

BALANCE, DECEMBER 31, 2010 $ 17,607.05
INCREASED BY
Budget Appropriation for:
interest on Notes $  3,583.71
Interest on USDA Loan 61,628.71 £65,222.42
$ 82,829.47
DECREASED BY .

Disbursed 66,110.83
BALANCE, DECEMBER 31, 2011 $ 16,718.64
ANALYSIS OF ACCRUED INTEREST. DECEMBER 31, 2011

Principal
Qutstanding
December 31, Interest
2011 Rate From To Period Amount

Bond Anticipation Notes 3 164,000,00 2.59% 10/2/2010  12/31/2010 92 Days § 1,070.83
USDA Loan 1,284,734.60 4.75% 10/1/2010  12/31/2010 3 Months 15,648.01

$_16,718.64
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UTILITY CAPITAL FUNDS - COMBINED STATEMENTS
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SEWER UTILITY CAPITAL FUND




BOROUGH OF HELMETTA
SEWER UTILITY CAPITAL FUND
ANALYSIS CASH AND CASH EQUIVALENTS

Balance Receipts Balance
December 31, December 31,
2010 Miscellaneous 2011
Fund Balance $ 11,249.08 $ 11,249.08
Capital Improvement Fund 43,150.00 $ 5,000.00 48,150.00

5 54,395.08 $ 5,000.00 5 59,399.08
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- Exhibit FS-2

BOROUGH OF HELMETTA
SEWER UTILITY CAPITAL FUND
STATEMENT OF FIXED CAPITAL

BALANCE, DECEMBER 31. 2010

AND
BALANCE. DECEMBER 31, 2011 $ 1,701,244.62
Detail:
Construction of Sanitary Sewer $ 1,420,000.00
Renovation to Municipal Building Including
Furniture, Fixtures and Equipment 13,000.00
Waste Water Collection Facility 205,750.82
Capital Outlay - 2004 8,140.00
Capital Outlay - 2005 503.70
Acquisition of a New Leoader/ Backhoe 20,000.00
Purchase and Installation of Computer and Phone Upgrades 1,600.00
Acquisition of a Dump Truck 32,250.00

$ 1,701,244.62
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Exhibit FS-3

BOROUGH OF HELMETTA
SEWER UTILITY CAPITAL FUND
STATEMENT OF CAPITAL IMPROVEMENT FUND

BALANCE, DECEMBER 31, 2010 $ 43,150.00
INCREASED BY

2011 Budget Appropriation 5,000.00
BALANCE, DECEMBER 31, 2011 b 48,150.00
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WATER UTILITY CAPITAL FUND
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Exhibit FW-2

BOROUGH OF HELMETTA
WATER UTILITY CAPITAL FUND
STATEMENT OF FIXED CAPITAL

BALANCE., DECEMBER 31, 2010
AND

BALANCE, DECEMBER 31, 2011 $ 3,387,513.21
Detail:
Description
Improvements to Water System - Tank Cleaning 5 50,000.00
Improvement to Water System - Helmetta Boulevard 417,000.00
Improvement to Water System 204,566.81
Renovation of Municipal Building 13,000.00
Improvement to Water System - John Street 54,705.75
Construction of a Water Storage Tank 20,000.00
Improvement to Water System 50,000.00
Construction of a Water Tower 1,975,087.50
Reconstruction of Railroad Avenue Water Main 120,000.00
Replacement of Water Meters - 2001 35,000.00
Replacement of Water Meters - 2003 180,010.42
Capiial Outlay - 2005 503.70
Acquisition of a New Loader/ Backhoe 20,000.00
Purchase and Installation of Computer and Phone Upgrades 1,600.00
[nstallation of Water Main on High Street 63,789.03
Acquisition of a Dump Truck 32,250.00
Various Water Improvements 150,000.00
$ 3,387,513.21
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Exhibit FW-5

BOROUGH OF HELMETTA
WATER UTILITY CAPITAL FUND
STATEMENT OF CAPITAL IMPROVEMENT FUND

BALANCE, DECEMBER 31, 2010 $ 28,522.29
INCREASED BY

2011 Budget Appropriation 5,000.00
BALANCE, BECEMBER 31, 2011 3 33,522.29
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GENERAL FIXED ASSETS




BOROUGH OF HELMETTA

Exhibit G-1

COMPARATIVE STATEMENT OF GENERAL FIXED ASSETS

General Fixed Assets:
Land
Buildings
Vehicles
Equipment

Investment in General Fixed Assets

Balance
December 31,
2011

Balance
December 31,
2010

198,531.08
2,474,861.81
1,455,379.43

874,732.23

198,531.09
2,343,858.84
1,269,041.73

767,429.38

5,003,504.56

4,578,861.04

5,003,504.56

4,578,861.04

5,003,504.56

4,578,861.04
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2011

2010

2009

2008

2007

2006

2005

2004

2003

2002

Source: Tax Collector.

Borough

$ 0.469
0.450
0.439
0.442
0.425
1.430
1.325
1.250
1.208

1.230

PER $100 OF ASSESSED VALUATION

BOROUGH OF HELMETTA

PROPERTY TAX RATES

FOR THE LAST TEN (10) FISCAL YEARS

County

$ 0.339
0.305
0,307
0.293
0.291
1.010
0.912
0.910
0.857

¢.810

* Revaluation Effeciive for 2007

$

(UNAUDITED)

School

1.283 3

1.278

1.257

1.230

1.194

4.610

4.003

3.810

4.500

4.330

- 115-

2.091

2.033

2.003

1.965

1.910

7.050

6.240

5.970

6.565

6.370

Collection
Rates
Current
97.34%
97.57%
98.03%
98.50%
98.79%
99.05%
98.47%
97.96%
98.47%

98.15%

Exhibit H-5

Delinquent
Taxes as
Percent

of Levy

2.43%
2.43%
1.87%
1.41%
0.79%
0.92%
1.05%
1.13%
1.53%

1.78%



BOROUGH OF HELMETTA
MUNICIPAL PROPERTY TAX LEVIES AND COLLECTIONS
FOR THE LLAST TEN (10) FISCAL YEARS

(UNAUDITED)

Year Ended Total Current Tax Percentage

December 31 Tax Levy Collections of Collections
2011 $ 5,168,794.33 5,031,235.47 97.34%
2010 5,041,253.55 4,918,987.79 897.57%
2009 5,007,190.19 4,908,722.72 98.03%
2008 4,917,217.04 4,843,764.39 98.50%
2007 4,787,617.27 4,730,007.49 98.79%
2006 4,580,870.58 4,537,695.97 99.06%
2005 4,053,308.75 3,991,281.54 98.47%
2004 3,822,305.02 3,744,463.05 97.96%
2003 3,980,152.90 3,919,180.24 98.47%
2002 3,641,783.47 3,574,512.94 98.15%
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Exhibit H-7

BOROUGH OF HELMETTA
DELINQUENT TAXES AND TAX TITLE LIENS
FOR THE LAST TEN (10} FISCAL YEARS

(UNAUDITED)
Amount of
Year Ended Amount of Delinguent Total Percentage
December 31 Tax Title Liens Taxes Delinguent of Tax Levy
2011 & None $ 86,149.60 $ 86,149.60 1.67%
2010 None 111,556.44 111,556.44 2.22%
2009 None 93,632.54 93,632.54 1.87%
2008 None 69,129.87 69,129.87 1.41%
2007 None 37,856.72 37,856.72 0.79%
20086 None 42 275.57 | 42.275.57 0.92%
2005 Nanhe 42,927.60 42,927.60 1.05%
2004 None 43,050.01 43,050.01 1.13%
2003 None 60,978.04 60,978.04 1.53%
2002 None 64,922 .91 64,922.91 1.78%
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BOROUGH OF HELMETTA

Exhibit H-8

ASSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY

Aggregate Percentage of
Assessed Net Assessed
Valuations Estimated to Estimated
Year Ended of Real Full Cash Full Cash
December 31, Property Valuations Valuations
2011 $ 246,767,300 $ 237,253,437 104.01%
2010 247,418,300 245,357,299 100.84%
2009 249,607,900 251,849,359 99.11%
2008 249,230,300 255,568,396 97.52%
2007 250,335,800 ** 251,770,995 99.43%
2006 64,824,500 245,640,394 26.39%
2005 63,681,000 214,703,304 29.66%
2004 61,437,800 175,787,697 34.95%
2003 58,073,200 145,401,102 39.94%
2002 56,543,900 123,431,347 45.81%

FOR THE LAST TEN (10} FISCAL YEARS

(UNAUDITED)

** Revaluation Effective

Source: Tabie of Equalized Valuations, State of New Jersey, Division of Taxation.
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Exhibit H-9

BOROUGH OF HELMETTA
SCHEDULE OF LARGEST TAXPAYERS

(UNAUDITED)
As a Percent
Assessed of Net Assessed
Taxpaver Value - 2011 Valuation Taxable

Kaplan at Helmetta, LL.C $ 1,699,000 0.68%
Sutton Plaza Associates 1,500,000 0.60%
Maglies, Robert 1,428,000 0.57%
Bohinski, Lorefta 1,053,500 0.42%
Buchan, William & Roseann 983,600 0.39%
Agge LLC 877,600 0.35%
Motard, Gregory 820,500 0.33%
Bohinski, Charles & Sandra - 724,700 0.2%%
Beecher, J & H .624,600 0.25%
Raczynski, Anthony & Barbara ‘ 605,200 0.24%
Bohinski, Mark & Meredith 573,700 0.23%
Buchan, William Jr. 539,800 0.22%
Glyco Corp. 529,800 0.21%
Covington, Harold & Irene 525,100 0.21%
Grote, John & Lisa 512,500 0.21%
Smith, Patrick & Kimberly 507,700 0.20%

$ 13,505,300 5.40%

Source: Municipal Tax Collector's Office.
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BOROUGH OF HELMETTA
COMPUTATION OF LEGAL DEBT MARGIN
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2011

(UNAUDITED}

Average Equalized Valuation

Borrowing Margin - 3¥2% of Average Equalized Valuation

Remaining Borrowing Power

Gross
Debt Deductions

Municipal Debt - Borough of Helmetta $§ 3,253,73460 § 1,448,734.60

Consolidated School District Debt
allocated to Borough

3 None % None

Overlapping Debt Apportioned to the Municipality:
County of Middlesex (1) $661,870,515 x .2356(%)

Source; (1) County of Middlesex Director of Finance.
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Exhibit H-10

244,820,031.67

8,568,701.11

1,805,000.00

6,763,701.11

Net
Debt
1,805,000.00

None

1,559,367.00

3,364,367.00
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Exhibit H-13

BOROUGH OF HELMETTA
CALCULATION OF "SELF-LIQUIDATING PURPOSE" PER N.J.S. 40A:2-45
SEWER UTILITY OPERATING FUND

{UNAUDITED)
Cash Receipts from Fees, Rents and Other Charges 3 479,106.28
Deductions:
Operating and Maintenance Cost 427,745.00
Excess in Revenues $ 51,361.28
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Exhibit H-14

BOROUGH OF HELMETTA
CALCULATION OF "SELF-LIQUIDATING PURPOSE" PER N.J.S. 40A:2-45
WATER UTILITY OPERATING FUND

(UNAUDITED)
Cash Receipts from Fees, Rents and Other Charges $ 547,124 97
Deductions:
Operating and Maintenance Cost $  376,745.00
Debt Service 145,105.71
Total Deductions 521,850.71
Excess in Revenues % 25,274.26
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Exhibit H-15

BOROUGH OF HELMETTA
DEMOGRAPHIC STATISTICS
FOR THE LAST TEN (10) FISCAL YEARS

UNAUDITED
Housing
Year Ended Unemployment Unit Per Capita
December 31 Population (1) Rate (2) Counts (3) Income _ (4)
2011 2,178 8.60% 868 3 33,022
2010 2,178 B.80% 868 33,022
2009 1,825 8.80% B68 26,688
2008 1,825 5.70% 868 26,688
2007 1,825 4.20% 868 26,688
2006 1,825 4.80% 864 26,688
2005 1,825 3.80% 853 26,688
2004 1,825 4.90% 820 26,688
2003 1,825 5.90% 788 26,688
2002 1,825 6.00% 786 26,688

(1) 2000 U.S. Census for 2002 through 2009 and 2010 Census for 2010 and 2011.
(2) State of New Jersey, Department of Labor.
(3) Borough Tax Collector's Office.

(4) Middlesex County Planning Board {Census).

- 125 -



Exhibit H-16

BOROUGH OF HELMETTA
MISCELLANEOUS STATISTICS
DECEMBER 31, 2011

(UNAUDITED)
Date of Incorporation 1888
Form of Government | Borough
Area .8 square miles
Full Time Part Time
Employees:

- Administrative 3
Palice 5 7
Public Works 2 3
Volunteer Firemen 21
Other 13

Total Empioyees 7 47

Source: Borough Records.
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AUDITOR'S COMMENTS AND RECOMMENDATIONS




GENERAL COMMENTS
DECEMBER 31. 2011

Contracts and Agreements Required to be Advertised For N.J.S. 40A:11-4

N.J.S. 40A:11-4 states "Every contract or agreement, for the performance of any work or 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 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 of $17,500.00,
due to the absence of a Qualified Purchasing Agent (QPA), except by contract or agreement.”

The governing body of the Municipality has the responsibility of determining whether the
expenditures in any category will exceed $17,500.00 within the fiscal year. Where guestions
arise as to whether any contract or agreement might result in violation of the statute, the
Borough Attorney's opinion should be sought before a commitment is made.

The minutes indicate that there were no bids by public advertising during the year,

The minutes indicate that resolutions were adopted and advertised authorizing the awarding of
contracts or agreements for "Professional Services" per N.J.S. 40A:11-5.

Inasmuch as the system of records did not provide for an accumulation of payments for
categories for the performance of any work or the furnishing or hiring of any materials or
supplies, the results of such an accumulation could not reasonably be ascertained.
Disbursements were reviewed, however, to determine whether any clear-cut violations existed.

Our examination of expenditures did not reveal any individual payments, contracts or
agreements in excess of $17,500.00 thereafter “for the performance of any work or the
furnishing or hiring of any materials or supplies" other than those where bids had been
previously sought by public advertisement or where a resolution had been previously adopted
under the provision of N.J.S. 40A:11-6.

All the professional services contracts of the Borough were done under the “Not Fair and Open
Method” and all required certifications were on file.

State Contract Purchases

2012 Chevrolet Express 1500 Cargo Van
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GENERAL COMMENTS (CONTINUED)
DECEMBER 31, 2011

Collection of Interest on Delinquent Taxes, Assessments and Utility Charges

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

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

RESOLVED, that in accordance with N.J.S. 54:4-87, as amended in 1970, it is hereby
authorized that the rate of interest for delinguent taxes and assessments be fixed at
eight percent (8%) per annum up to $1,500.00 and eighteen percent (18%) per annum
over $1,500.00 on all delinquent taxes.

in addition, the governing body, on January 1, 2011, adopted the following resolution
authorizing additional interest to be charged on delinquent taxes and assessments:

RESOLVED, by the Mayor and Council of the Borough of Helmetta, County of Middlesex
and State of New Jersey, that the Borough of Helmetta hereby adopts and authorizes
the Tax Collector of the Borough of Helmetta to assess an additional six (6%) percent
penalty to any taxpayer with a delinquency of all taxes and municipal charges due in
excess of ten thousand ($10,000.00) dollars, who fail to pay the delinquency prior to the
end of the calendar year.

The governing body also adopted on January 1, 2011 the following resolution authorizing
interest on delinquent utifity charges:

WHEREAS, the Governing Bedy of the Borough of Helmetta has previously established
an interest rate in accordance with State law as a charge to be made to consumers who
have not made timely payments of water rents and sewer user charges; and

NOW, THEREFORE, BE IT AND IT IS HEREBY RESOLVED by the Governing Body of
the Borough of Helmetta that the Collector of Sewer and Water Revenue be and is
hereby authorized to charge eight percent (8%) per annum as interest fo be paid on
delinquent accounts for unpaid balances of less than $1,500.00 and eighteen percent
(18%) per annum, as the interest to be paid on delinquent accounts with unpaid
balances of more than $1,500.00. The Collector shall allow a thirty (30) day grace
period for payment, after which, when an account becomes delinquent, interest will be
charged from the due date for such payments.

It appears, from an examination of the Tax Collector and the Collector of Sewer and Water
revenue records, that interest was collected in accordance with the foregoing resclution and

ordinance.
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GENERAL COMMENTS (CONTINUED)
DECEMBER 31, 2011

Delinguent Taxes and Tax Title Liens

The detail of all unpaid taxes for 2011 is being properly carried in the Tax Collector's records.
An abstract taken from these records as at December 31, 2011 covering all unpaid charges on
that date was verified with the accounting control figures shown in this report.

There was a tax sale held on October 21, 2011 and it was complete.

There were no tax title liens receivable on December 31 of the last three (3) years.

Water Utility Receivables

The detail of the Consumer Accounts Receivable as reflected on the Balance Sheet (Exhibit
EW-1), have been proven to the detail on file in the Water Utility Collector's office.

it was noted during our review that there are several meters in need of repair. This matter
should be referred to the appropriate official for corrective action.

Sewer Utility Receivables

The detail of the Consumer Accounts Receivable as reflected on the Balance Sheet (Exhibit ES-
1} has been proven to the detail on file in the Sewer Utility Coliector's office.
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OTHER COMMENTS
DECEMBER 31, 2011

Cash Balances

The cash balances in all funds were verified with the depositories as of December 31, 2011 and
as of June 30, 2012 in connection with the supplemental reconciliations.

Cash counts were made on various dates in all departments of the Borough and bank balances
were independently reconciled to the books and records to such schedules of receipts and
disbursements provided for audit.

The change and petty cash funds were counted.

Municipal court bank service charges need to be addressed for correction as soon as possible.

Revenues

Receipts from licenses, fees, fines and costs, etc., for all departments, including the Municipal
Court, were checked to the records maintained to the extent deemed necessary.

Borough Clerk

The Borough Clerk should continue to utilize prenumbered receipts and maintain
contemporaneous a manual cash receipt journal for all revenues, which she is in control of.
This matter has been discussed with the Borough Clerk.

Expenditures

The vouchers for all funds were examined to the extent deemed necessary to determine that
they carried the properly executed certifications as required by statute. Minor exceptions were

noied.

Animal Control Shelter

QOur examination included a review of the animal tracking and billing process within the Animal
Shelter. There were problems from time to time with the accuracy of the billing related to other
municipaiities in that they contained in some cases, charges that belong to other municipalities,
which required adjustments post billing/mailing. In some instances, it is based on available data
and is unavoidable. Procedures should be reviewed to ensure more accurate billings in the
future. In addition, for all prenumbered forms a reconciliation process should be established to
account for the numerical sequence on all documents,
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OTHER COMMENTS
DECEMBER 31, 2011

Payrolt

An examination was made of the employees' compensation records for the year 2011 to
determine that salaries were paid in conformity with the amounts of salaries and wages
authorized by ordinance. Our examination of payrolf did not cover verification of the validity and
reasonableness of the allocation of salaries for individuals whose job encompasses activities
that relate to more than one of the Borough's operating funds or Depariments. The allocation of
salaries for individuals whose duties encompass more than one fund or appropriation is done at
the sole discretion of the management of the Borough. It is proper and legal to allocate salaries
amongst funds as long as the duties of the individuals relate to the costs charged to the fund or
appropriation.

It has come fo our attention that components of salaries of certain employees who hold multiple
titles may not have had all eligible wages included in the pension (PERS) base wage
calculation. This may have been caused by a misinterpretation of the allocation of the
administrative salary and related treatment. This matter is under review by the Borough Chief
Financial Officer.

The Borough utilizes the services of a payroll service vendor to process net pay and agency
withholdings. On file at the Borough is the required Report on Description of the Organization’s
System and the Suitability of the Design and Operating Effectiveness of Controls for the payroli
processing system in accordance with SSAE #16.

Miscellaneous Comments

The confirmation sent to the Consolidated Board of Education verified that the school taxes
payable at December 31, 2011 were in agreement with the Borough's records.

Construction Code Official

The Construction Code Official have been transferred to another municipality under an
interlocal agreement.

Grants

There are grant reserves that are outstanding as of December 31, 2011. This matter should
be reviewed by the Chief Financial Officer and the specific grant coordinators.
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OTHER COMMENTS (CONTINUED)
DECEMBER 31, 2011

Miscellaneous Comments {Continued)

Interfunds

The balance sheets of various funds reflect an Interfund Receivable/Payable as of
December 31, 2011. We have been advised by the Chief Financial Officer that these have
been liquidated subsequent to year end.

Surety Bonds

The surety bonds covering the Tax Collector, Chief Financial Officer, and the Municipal
Court employees were tested for adequacy of coverage and were determined to be
sufficient. Continuation notices were also examined for each surety bond in effect during
2011 and for the bank honesty coverage.

Length of Service Awards Program

The Borough adopted a Length of Service Awards Program (LOSAP). The participants in
the program direct the investments within their individual accounts. A separate Accountants
Review Report was prepared on the program for the year ended December 31, 2011.

Financial Procedures Review

It is suggested that for all financial processes within each department that a review, updating
and documentation of all procedures be done in order to be in compliance with recent
accounting and auditing requirements refated to internal control.

Other Matters

The contents of this audit report have been discussed at an exit conference, with the
appropriate Borough Officials, in accordance with auditing standards generally accepted in the
United States of America and the Borough official's appeared to be in agreement with the

findings.

The General Accounting Office Audit Requirements require that a plan of action be apparently
adopted on all audit recommendations. A formal plan of action for 2011 was not required.

Appreciation

| desire to express my appreciation for the cooperation received from the Borough Officials and
Employees and the courtesies extended during the course of the audit.
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RECOMMENDATIONS
DECEMEBER 31, 2011

Nene.

The probiems and weaknesses noted in my audit were not of such magnitude that they would
affect my ability to express an opinion on the financial statements taken as a whole.

Should any questions arise as to my comments or recommendations, or should you desire
assistance in implementing my recommendations, please do not hesitate to call me.

Very truly yours,

Gerard Stankiewicz
Certified Public Accountant
Registered Municipal Accountant #431

For The Firm
SAMUEL KLEIN AND COMPANY
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