llC_ﬂ} 5“

TOWNSH|P OF MONTGOMERY

GENERAL CAPITAL FUND

SCHEDULE OF VARIOUS RESERVES

BALANCE BALANCE
DECEMBER CASH CASH DECEMBER
RESERVE 31,2009 RECEIPTS DISBURSEMENTS 31, 2010
Payment of Debt Service 8 2,998,407.88 § 16,873.86 § 892,823.17 § 2,122,458.57
Preliminary Expenses 151.54 151.54
Grants Receivable 381,462.62 50,000.00 331,462.62
Unallocated Receipts 15,040.14 6,091.95 21,132.09
$ 3,395062.18 % 2296581 % 942.823.17 §% 2,475,204.82
REF. C C
Cash C-2 $ 6.091.95 § 794,823.17
invesiments C-16 16,873.86 98,000.00
Deferred Charges to Future
50,000.00

Taxation-Unfunded

3 2296581 $ 942,823.17




Balance, December 31, 2009

Increased by:
Net Increase in Market Value
Decreased hy:

Securities Matured

Balance, December 31, 2010

Balance, December 31, 2009

Balance, December 31, 2010

TOWNSHIP OF MONTGOMERY

GENERAL CAPITAL FUND

SCHEDULE OF INVESTMENTS
U.S. GOVERNMENT SECURITIES

SCHEDULE OF DUE FROM DEVELOPERS

"C"1 6"

461,385.04

16,873.86

478,258.90

98,000.00

380,258.90

IIC"»I 7"

333,937.75

333,037.76
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TOWNSHIP OF MONTGOMERY

GENERAL CAPITAL FUND

SCHEDULE OF BONDS AND NOTES AUTHORIZED BUT NOT ISSUED

BALANCE
ORDINANCE DECEMBER
NUMBER IMPROVEMENT DESCRIPTION 31, 2010

836 Installation of Steel Sleeve $ 13,400.00
1129 Acquisition of Land 690,000.00
1200 Acquisition of Land (Vartan) 175,726.38
1201 Acquisition of Land (Zeloof) 500,000.00
1223 Purchase of Johnson Farm (Grant $3,005,784) 78,242,156
1295 Various Capital Acquisitions 516,800.00
1326 Fairview (Grant $112,500) 375,000.00
1361A Reconstruction Various Roads 262,200.00
1381B Acqutisition of Mason Dump Truck ' 118,750.00

$ 2,730,118.53




Balance, December 31, 2009

increased by Receipts:
Coliector

Miscellaneous

Interfunds

Budget Appropriation
Capital Improvement Fund
Appropriation Refunds
Bond Anticipation Notes

Loans Receivable

Decreased by Disbursements:
2010 Appropriations

2009 Appropriation Reserves
Sewer Overpayment Refunds
Conlracts Payable

Interfunds

Bond Anticipation Notes
Accrued Interest

Balance, December 31, 2010

TOWNSHIP OF MONTGOMERY

SEWER UTILITY FUND

SCHEDULE OF CASH - TREASURER

EF.
D $
D-5 $
D-2
D-20:D-24
D-14
D-3
D-23
D-8
3
$
D-3 $
D-10
D-9
D-12
D-20:D-24
D-23
D-19
$
D $

||D_4H

OPERATING CAPITAL
5,187,525.44 $ 1,495285.17
4,318,773.69 $

33,890.93
120,130.00 1,186.48
128,500.00

12,100.60
5,529,100.00
8,931,826.00
4,484,605.27 $ 14,591,612.48
0,672,420.66 $ 16,086,897.65

3,901,416.74 $

305,035.95

5,429.40
8,126,599,11

405,927.35
5,529,100.00

119,500.00

4,737,309.44 %

13,655,699.11

4,935111.22 §

2431,198.54




Increased by Receipts:
Consumer Accounts Receivable
Overpayments

interest on Delinquent Accounts
Prepaid Sewer Charges

Decreased by Disbursements:
Payment to Treasurer:
Sewer Operating Fund

TOWNSHIP OF MONTGOMERY

SEWER UTILITY OPERATING FUND

SCHEDULE OF CASH - COLLECTOR

!ID_5II

EF. OPERATING
D6 $ 4,280,203.08
D-9 3,117.77
D-2 28,972.10
D-13 8,480.74

SCHEDULE OF CONSUMER ACCOUNTS RECEIVABLE

Balance, December 31, 2009
Increased by:

Sewer Rents Levied-Net

Decreased by:
Collection
Applied

Balance, December 31, 2010

D
D-2:D-5 $ 4,280,203.08
D-2:D-13 1,687.34

4,318,773.69

4,318,773.69

1ID-6"

399,175.53

4,365,524.23

4,764,699.76

4,281,790.42

482,909.34




00°00v'002's $

000060, £2-Q sigefed $aj0N uonedionuy puog
00°000'000°5 FAR a|gqehies sueon
00005621 $ vi-a pund juswanosdu; |exden
a a FER]
S0'986'292'/ $ 00'00Y'00Z'S $ S0'981'480'C g
00'00$'8Z1 00" 005'6Z1 0L/6LI0 Sjuawsaoidw) Aynn Jamag £OEL-01
00'000'000's 00°000'000's 60/81/90 W2ugead | sajemalsepn abepa uew g LZEL-60
00000 24P 00'000' L% 60/81/90 wawdinb3 jo uowsinboy 22£1-60
00'008'69 00'00S ‘6% 80/L2/50 Jojeisue) ssddon S1EL60
00°000'98¢ 00 000'95E 0/PZ/L0 d1S 4o Apmig pue juawdinb3 jo uonsinboy Z621-80
00'00.'802 00'002'802 L0720/80 JUBiq jusweal] Jamag Jo Apnig £SZ1~20
00°000'L8g 00’000 1L9¢ 90/0Z/L0 sjusLisacIdwW| UORIB|OY PUB Jukld Jomas 922190
00°008'04 00700602 50/50/90 UORISINDOY J1S DAEN 061 1-60
00°001' 209 007001209 $0/80/90 ue|d usuiesi] lamag jo Apnig 921160
0L'SEZ'y oLsez'y $0/90/S0 waishg UoROSL0D abemag apISIBA/HO0IE Iy o¥LL40
S6'0$9'EZ $ $ 56°059°cT 3 £0/GLIG0 Sjueld juswiesl] Iamag 0 Apnig LO0LL-E0
suBwaAcsdw (elausn
010z 1€ ) 6002 1% IONYNITHO NOILJIIHOS3A INJNIASTINI HIBNMN
d38W3030 QasSYAEOAq 383030 40 31va JONYNIONO
3ONYIVE IONVIVE

NOILVZILYOWY 03953350 04 IAS353Y 490 FMNAIHIS

ONNS WLGYD ALMILA 83AA3S

AHINODINOW 20 JIHSNAMOT
.—NI.D-



Increased by:
Grants Awarded

Decreased by:
Cash Receipts

Balance, December 31, 2010

Balance, December 31, 2009
Increased by:

Coliector Receipts
Decreased by:

Cash Disbursements

Balance, December 31, 20106

IID_BII

TOWNSHIP OF MONTGOMERY

SEWER UTILITY CAPITAL FUND

SCHEDULE OF LOANS RECEIVABLE

REF.,

D-15 $ 32,216,019.00
D-4 8,931,826.00
D $ 23,284,193.00

I!D_g“
SEWER UTILITY OPERATING FUND
SCHEDULE OF SEWER OVERPAYMENTS

D $ 4,247.71
D-5 3,117.77

$ 7,365.48
D-4 5,429.40
D $ 1,936.08




TOWNSHIP OF MONTGOMERY

SEWER UTILITY OPERATING FUND

SCHEDULE OF 2008 APPROPRIATION RESERVES

"D"‘O"

BALANCE BALANCE
DECEMBER AFTER PAID OR BALANCE
31, 2009 TRANSFERS CHARGED LAPSED
Operating:
Salaries and Wages $ 2487474 % 2487474 $ $ 24,874.74
Other Expenses 282094.80 525,161.90 305,035.95 226,125.95
Statutory Expenditures:
Contrbutions to:
Public Employees’ Relirement System 1.00 1.00 1.00
Soclal Security System (Q.A.S.1) 2,850.68 2,850,68 2,850.68
$ 309,821.22 § 552,888.32 $ 306,036.95 $ 247,852.37
REF. D D1
Balance, December 31, 2009 D-10 $ 309,821.22 %
Cash Disbursements D-4 305,035.95
Encumbrances Payable D-11 243,067.10
$ 552,868.32 % 305,035.95




"D"‘] 1 L]

TOWNSHIP OF MONTGOMERY

SEWER UTILITY OPERATING FUND

SCHEDULE OF ENCUMBRANCES PAYABLE

REF.
Balance, December 31, 2009 D $ 243,067.10
Increased by:
Charges to 2010 Appropriations D-3 115,980.13
$ 359,047.23
Decreased by:
Transferred to Appropriation Reserves D-10 243,067.10
Balance, December 31, 2010 D 3 115,980.13
"D"'12"
SEWER UTILITY CAPITAL FUND
SCHEDULE OF CONTRACTS PAYABLE
Balance, December 31, 2009 D $ 26,763,952.64

Increased by:
Charges to Improvement Authorizations D-15 587,958.57
$ 27,351,911.21

Decreased by:
Cash Disbursements D-4 $ 8,126,599.11
Cancelled Contracts ' D-15 23,650,95

8,150,250.06

Balance, December 31, 2010 D $ 19,201.661.15
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TOWNSHIP OF MONTGOMERY

SEWER UTILITY OPERATING FUND

SCHEDULE OF PREPAID SEWER RENTS

REF.
Balance, December 31, 2009 D $ 1,587.34
Increased by:
Prepaid Sewer Rents D-5 6,480.74
$ 8,068.08
Decreased by:
Prepayments Applied D-6 1,687.34
Balance, December 31, 2010 b 5 6,480.74
IID_14!|
SEWER UTILITY CAPITAL FUND
SCHEDULE OF CAPITAL IMPROVEMENT FUND
Balance, December 31, 2009 D $ 869,300.00
increased by:
Budget Appropriation D-4 129,500.00
$ 998,800.00
Decreased by:
Appropriation o Finance
Improvement Authorizations D-15 129,500.00

Balance, December 31, 2010 D 3 869,300.00
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TOWNSHIP OF MONTGOMERY
SEWER UTILITY CAPITAL FUND
SCHEDULE OF FIXED CAPITAL
BALANCE BALANCE
DECEMBER DECEMBER
ACCOUNT 31,2009 31, 2010
Various Sewer Utility Improvements $ 896,345.93 $ 896,345.93
3 896,345.83 $ 896,345,893
REF. D D




IID~1 9"

TOWNSHIP OF MONTGOMERY

SEWER UTILITY OPERATING FUND

SCHEDULE OF ACCRUED INTEREST

REF.

Balance, December 31, 2009 D 3 57,676.39
increased by:
Budget Appropriation D-3 132,000,00

$ 189,676.39
Decreased by:
Cash Disbursements D-4 $ 119,500.00
Canceled D-1 32,195.56

151,695.56

Balance, December 31, 2010 D $ 37,880.83




YT C86'5E PTERE'SE

L0725)'649 $ $ $ L0°Z51'6L9

81'98L°L $ 000g£L'0Z) $ £5°90s't8T $ ¥EPOB SELZ6'SOY

$ 000£L'0ZL $ ¢ 00°0£1°0ZL

£6°90/'cezZ 26°/88'0¢ LL'v65'02e

65°G96'219 $ $ $ B8G°G96' 249

anNn4 aNnd aNAad anNn3 WLIOL
TlidvD VLIdYD H¥3HLO INIHHND

HIMIS TvEINID 18snH.L

:ONID:

SANNFYEINT 20 TNAIHOS

GNN4 ONILVE3dO ALMLIN 9338

AY3WODINOW 10 JIHSNAMOL

Lt

¥-a

(aga

o] ang
wou angg

'0L0T ‘1€ Jequisvaq ‘soueeg

SJUBLWAsINgsIq
:Aq paseasmeg

sidipoay ysen
:Aq peseaiou|

ol ang
wou4 ang

‘8002 'L Jaqusoa( ‘soueleg



Balance, December 31, 2008

Balance, December 31, 2010

TOWNSHIP OF MONTGOMERY.

SEWER UTILITY CAPITAL FUND

SCHEDULE OF RESERVE FOR AMORTIZATION

$

FID_21 "

755,269.53

755,259,563




TOWNSHIP OF MONTGOMERY

SEWER UTILITY OPERATING FUND

SCHEDULE OF MISCELLANEOUS RESERVES

!ID_22H

BALANGE BALANCE
DECEMBER DECEMBER
ACCOLUNT 31,2010 31, 2009
Sinking Fund $ 1,317,700.33 % 1,317,709.33
Plant Operations 195,380.70 195,380.70
$ 1,513,080.03 $ 1,5613,080.03
REF. D D
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ORDINANCE
NUMBER

99-084

09-1320

09-1321

10-1363

TOWNSHIP OF MONTGOMERY

SEWER UTILITY CAPITAL FUND

SCHEDULE OF BONDS AND NOTES AUTHORIZED BUT NOT ISSUED

IMPROVEMENT DESCRIPTION

Beden Brook Watershed

Upgrade to Pike Brook Wastewater
Treatment Plant

Skillman Village Wastewater
Treatment Plant

Sewer Utility tmprovements

IID'25H

BALANCE
DECEMBER
31, 2010

150,000.00

1,503,515.00

1,280,466.00

1,500,000.00

4,433,981.00




TOWNSHIP OF MONTGOMERY

PUBLIC ASSISTANCE TRUST FUND

SCHEDULE OF PUBLIC ASSISTANCE CASH - TREASURER

P.AT.F, PATF. FUND
REF. [ H TOTAL
Balance, December 31, 2009 E $ 2,203.31 % 1,387.86 $ 3,581.17
Increased by:
Interest Eamed E-4 3.53 3.53 7.06

Balance, December 31, 2010 E 3 2,206.84 % 1,3901.39 & 3,508.23




TOWNSHIP OF MONTGOMERY

PUBLIC ASSISTANCE TRUST FUND

SCHEDULE OF PUBLIC ASSISTANCE CASH AND
RECONCILIATION PER N.J.S.A. 40A:5-5

REF.
Balance, December 31, 2010 E-1 3 3,508.23
increased by:
Cash Recsipts 2.94
Balance, June 30, 2011 3 3,601.17
PATF.| PAT.F.II

RECONCILIATION - June 30, 2011 ACCOUNT ACCOUNT TOTAL
Balance on Deposit per Statement of:

Bank of America:

Account #000928703649 3 220831 § 3 2,208.31
Account #000928703665 1,382.86 1,392.86
Balance, June 30, 2011 3 220831 % 1,392,686 $ 3,601.17




"E_SH
TOWNSHIP OF MONTGOMERY

PUBLIC ASSISTANCE TRUST FUND

SCHEDULE OF PUBLIC ASSISTANCE CASH AND
RECONCILIATION AS OF DECEMBER 31, 2010

REF,

Balance, December 31, 2009 E-1 $ 3,591.17

Increased by Receipts:

Interest Earned E-4 7.08

Balance, December 31, 2010 E-1 $ 3,6908.23
P.ATF.} PATF. I
RECONCILIATION - DECEMBER 31, 2010 ACCOUNT ACCOUNT TOTAL
Balance on Deposil per Statement of:
Bank of America:
Account #000928703649 $ 220684 $ $ 2,206.84
Account #000928703665 1,391.39 1,391.39
Balance, December 31, 2010 $ 220684 3 1,391.39 $ 3,598.23




TOWNSHIP OF MONTGOMERY

PUBLIC ASSISTANCE TRUST FUND

SCHEDULE OF PUBLIC ASSISTANCE REVENUES
YEAR ENDED DECEMBER 31, 2010

IIE_4!I

FUND
P.ATF.| PATFE. Il TOTAL
interest Earned $ 3.53 % 353 § 7.06
TOTAL REVENUES $ 353 % 353 % 7.06
REF E-1

:



TOWNSHIP OF MONTGOMERY

PART I

SINGLE AUDIT SECTION

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

REPORT ON COMPLIANCE WITH INDEPENDENT AUDITOR'S
REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO MAJOR STATE FINANCIAL ASSISTANCE
PROGRAMS AND INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH STATE OF NEW JERSEY OMB CIRCULAR 04-04

SCHEDULES OF EXPENDITURES OF FEDERAL AWARDS AND
STATE FINANCIAL ASSISTANCE

NOTES TO THE SCHEDULES OF EXPENDITURES OF
FEDERAL AWARDS AND STATE FINANCIAL ASSISTANCE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS




SUuPLEE, CLoONEY & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
308 East Broad Street, Westfield, New Jersey 07090-2122

Telephone 903-789-9300 Fax 908-789-8535
E-mail info@scnco.com

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

The Honorable Mayor and Members
of the Township Committee
Township of Montgomery

County of Somerset

Belle Mead, New Jersey 08502

We have audited the accompanying financial statements - regulatory basis of the
Township of Montgomery, County of Somerset, New Jersey as of and for the year ended
December 31, 2010, and have issued our report thereon dated November 8, 2011. Our report
disclosed that, as described in Note 1 to the financial statements, the Township of Montgomery
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 a modified accrual basis and the budget laws of the State of New
Jersey, which is a comprehensive basis of accounting other than U.S. generally accepted
accounting principles. In addition, our report was qualified for the omission of a Statement of
Generai Fixed Assets. We conducted our audit in accordance with U.S. generally accepted
auditing standards, audit requirements as prescribed by the Division of Local Government
Services, Department of Community Affairs, State of New Jersey and the standards applicable
to financial audits contained in Government Auditing_Standards, issued by the Comptroller

General of the United States.

internal Control Over Financial Reporting

In planning and performing our audit, we considered the Township of Montgomery's
internal control over financial reporting as a basis for designing our audit 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 Township of Montgomery's internal control
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Township of Montgomery’s internal control over financial reporting.
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SurLEE, CLOONEY & COMPANY

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functions,
to prevent or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the Township’s financial statements will not be
prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies
in internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses as defined above. However, we noted
certain immaterial matters involving the internal control that we have reported to the Township
of Montgomery in the General Comments and Recommendations Section of this report.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Township of Montgomery's
financial statements - regulatory basis are free of material misstatement, we performed tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The resuits of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards. However, we noted
immaterial instances of noncompliance which are discussed in Pait Ill, General Comments and

Recommendations Section of this report.

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

specified parties.
%ﬁ@{ @-y

Fa
CERTIF{ED PUBLIC ACCO))NTANTS' /

%M

REGISTERED CIPAL ACCOUNTANT NO. 50

November 8, 2011
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SurLEE, CLOONEY & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
308 East Broad Street, Westfield, New Jersey 07090-2122

Telephone 908-789-9300 Fax 908-789-8533
E-mail info@scnco.com

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO MAJOR STATE
FINANCIAL ASSISTANCE PROGRAMS AND
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH STATE OF NEW JERSEY OMB CIRCULAR 04-04

The Honorable Mayor and Members
of the Township Committee
Township of Montgomery

County of Somerset

Belle Mead, New Jersey 08502

Compliance

We have audited the compliance of the Township of Montgomery, County of Somerset,
with the types of compliance requirements described in the State of New Jersey, Department of
Treasury, Office of Management and Budget's State Grant Compliance Supplement that is
applicable to each of its major state programs for the year ended December 31, 2010. The
Township of Montgomery’s major state programs are identified in the summary of auditor's
results section of the accompanying Schedule of Findings and Questioned Costs. Compliance
with the requirements of laws, regulations, contracts and grants applicable to each of its major
state programs is the responsibility of the Township of Montgomery's management. Our
responsibility is to express an opinion on the Township of Montgomery's compliance based on

our audit.

We conducted our audit of compliance in accordance with U.S. generally accepted
auditing standards; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States, audit requirements
prescribed by the Division of Local Government Services, Department of Community Affairs,
State of New Jersey and the provisions of U.S. Office of Management and Budget (OMB)
Circular A-133 "Audits of States, Local Governments and Non-Profit Organizations” and State
of New Jersey OMB Circular 04-04, "Single Audit Policy for Recipients of Federal Grants, State
Grants and State Aid.” Those standards and provisions require that we plan and perform the
audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a
major state program occurred. An audit includes examining, on a test basis, evidence about the
Township of Montgomery’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination
on the Township of Montgomery's compliance with those requirements,
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SurLEE, CLoONEY & COMPANY

In our opinion, the Township of Montgomery complied, in all material respects, with the
requirements referred to above that are applicable to each of its major state programs for the

year ended December 31, 2010.

Internal Confrol Over Compliance

The management of the Township of Montgomery is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable to state programs. In planning and performing our audit, we
considered the Township of Montgomery's internal control over compliance with requirements
that could have a direct and material effect on a major state program in order to determine our
auditing procedures for the purpose of expressing our opinion on compliance, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance.

Our consideration of the internal control over compliance 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 compliance that we consider to be material

weaknesses, as defined above.

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

///,;4’, Clorncy &
G

CERTIMED PUBLIC AcccyﬁTANTs

A D

REGISTEREWUNICIPAL ACCOUNTANT NO. 50

November 8, 2011
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TOWNSH!P OF MONTGOMERY

NOTES TO THE SCHEDULES OF EXPENDITURES OF FEDERAL AWARDS
AND STATE FINANCIAL ASSISTANCE

YEAR ENDED DECEMBER 31, 2010

NOTE 1. GENERAL

The accompanying schedules of expenditures of federal awards and state financial assistance
present the activity of all federal and state financial awards of the Township of Montgomery,
County of Somerset, New Jersey. All federal and state financial awards received directly from
federal or state agencies, as well as federal financial awards passed through other government
agencies is included on the Schedules of Expenditures of Federal Awards and State Financial

Assistance.

NOTE 2. BASIS OF ACCOUNTING

The accompanying schedules of expenditures of federal awards and state financial assistance
are presented on the prescribed basis of accounting, modified accrual basis with certain
exceptions, prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey, that demonstrates compliance with the budget laws of
New Jersey, which is a comprehensive basis of accounting, other then generally accepted
accounting principles. The basis of accounting, with exception, is described in Note 1 to the

Township's financial statements - regulatory basis.

NOTE 3. RELATIONSHIP TO FEDERAL AND STATE FINANCIAL REPORTS

" Amounts reported in the accompanying schedules agree with the amounts reported in the
related federal and state financial reports.

NOTE 4. RELATIONSHIP TO FINANCIAL STATEMENTS - REGULATORY BASIS

Amounts reported in the accompanying schedules agree with amounts reported in the
Township’s regulatory basis financial statements. These amounts are reported in either the
Current Fund, Grant Fund, General Capital Fund or Trust Other Fund. Reconciliations of
revenues and expenses are presented on the following page.
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NOTE 4. RELATIONSHIP TO FINANCIAL STATEMENTS - REGULATORY BASIS
(CONTINUED)

Revenues:

Federal State Other Total
Grant Fund $ 24379883 $ 14911881 $ 52,746.08 $ 445663.72
Trust Fund 25,460.80 25,460.80
General Capital Fund 1,396,873.05 1,396,873.05

$__243,79883 $ 157145266 $ 52,746.08 $ 1,867,997.57

Expenditures:

Federal State Other Total
Grant Fund $ 3642770 $ 21238436 $ 19,5621.99 $  268,334.05
Trust Fund 25,460.80 25,460.80
General Capital Fund 1,396,873.05 1,396,873.05

$ 3642770 $ 1,63471821 & 19,521.99 $ 1,690,667.90

NOTE 5. OTHER

Matching contributions expended by the Township in accordance with terms of the various
grants are not reported in the accompanying schedule.
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TOWNSHIP OF MONTGOMERY
SOMERSET COUNTY, NEW JERSEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2010

Section ] - Summary of Auditor's Results

Financial Statements

(1) Type of Auditor Report Issued:

(2) Internal Control Over Financial Reporting:

(a) Material weakness identified?

(b) Significant deficiencies identified that are not considered to be
material weaknesses?

(3) Noncompiiance material to the financial statements noted ?

Federal Programi{s}

State Program{s)

(1) Internal Control Over Major State Programs:
(a) Material weakness identified?

(b) Significant deficiencies identified that are not considered to be
material weaknesses?

(2) Type of Auditor's Report issued on compliance for major
state program(s).

(3) Any audit findings disclosed that are required to be reported in
accordance with Circular OMB 04-04 and listed in
Section HI of this schedule?

32

Qualified

No

No
No

Not Applicable

No

None Reported

Unqualified

None Reported




TOWNSHIP OF MONTGOMERY
SOMERSET COUNTY, NEW JERSEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2010

Section | - Summary of Auditor's Results (Continued)

(4) Identification of Major State Program(s):

Grant Period Award
Program Grant Number From To Type Amount
Green Acres 4800-727-042-4800 01/01/10 12/31/10 A $ 1,217,307.62 $

002-V22G-6020

(5) Program Threshold Determination:

Type A State Program Threshold > $300,000.00
Type B State Program Threshold <= $300,000.00

(6) Auditee qualified as a low-risk auditee under OMB Circular A-133?

Section Il - Financial Statement Audit - Reported Findings Under
Government Auditing Standards

Internal Control Findings

None Reported

Compliance Findings

None Reported

Section lil - Findings and Questioned Costs Relative to Major State Programs

State Programs - None Reported

Status of Prior Year Audit Findings

Not Applicable

33
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PART i

TOWNSHIP OF MONTGOMERY

STATISTICAL DATA

LIST OF OFFICIALS

COMMENTS AND RECOMMENDATIONS

YEAR ENDED DECEMBER 31, 2010




COMPARATIVE STATEMENT OF OPERATIONS AND
CHANGE IN FUND BAE ANCE - CURRENT FUND

REVENUE AND OTHER INCOME REALIZED

Fund Balance Ulilized
Miscellaneous-From Olher Than Local
Property Tax Levies

Collection of Delinquent Taxes and
Tax Title Liens

Collection of Current Tax Levy

TOTAL INCOME

EXPENDITURES

Budget Expendilures:
Munieipal Purposes

County Taxes

Schoel Taxes

Municipal Open Space Taxes
Special District Taxes

Other

TOTAL EXPENDITURES

Excess in Revenue

Fund Balance, January 1

Less: Utilizatlon as Anticlpaied Revenue

Fund Balance, December 31

11,112,130.62

5,507,146,00
5,604,084.62

34

12,288,157.31

5,262,470.00

7,025,687.31

YEAR 2010 YEAR 2009
AMOUNT % AMOUNT %

5,507,146.00 476 5,262,470.00 4.50
11,361,200.92 9.82 13,702,141.43 11.72
825,695.67 0.7 677,997.02 0.58
97,996,456.48 84.71 97,265,898.20 83.20
115,680,499.07 100.00% 116,908,506.65 100.00%
24,622,721.36 22.06 26,356,139.55 23.42
16,030,016.29 14.36 17,049,975.46 16.15
87,714,749.00 §0.67 66,068,739.00 58.71
1,502,863.89 1.35 1,605,361.60 1.34
1,553,5650.00 1.39 1,516,015.00 1.35%
180,065.22 0.16 33,215.80 0.03
111,604,055.76 100.00% 112,527,436.41 100.00%

4,086,443.31 4,381,070.24

7,025,687.31 7,907,087.07




COMPARATIVE STATEMENT OF OPERATIONS AND
CHANGE IN FUND BALANCE-SEWER UTILITY FUND

REVENUE AND OTHER INCOME REALIZED

Fund Balance Ulilized
Collection of Sewer Use Charges
Miscellaneous-From Other Than Sewer Use

TJOTAL INCOME

EXPENDITURES

Budget Expendilures:

Cperaling

Deferred Charges and Statulory Expenditures
Debt Service

Caplfal Improvemenis

Surplus (General Budget)

Other

TOTAL EXPENDITURES

Excess in Revenue

Fund Balance, Janvary 1

Decreased by:
Ulitization as Anlicipated Revenue

Fund Balance, December 31

3

$

YEAR 2010 YEAR 2009
AMOUNT % AMOUNT . %
1,1562,610.00 19.95 §  1,220,000.00 2249
4,281,790.42 74.11 3,796,292.45 70.00
342,910.96 5.94 407,236.49 7.51
5,777.311.38 100.00% $  5,423,528.04 100.00%
3,052,210.00 6733 §  2,909,823.00 67.20
1569,415.00 3.62 134,972.00 312
202,800.00 4.48 147,765.42 3N
128,500.00 2.86 477,000.00 11.02
989,160.00 21.82 659,540.00 15.23
750.81 0.02
4,533,185.00 100.00% $  4,329,841.23 100.00%
1,244,126.38 $  1,093,687.71

3,415,507.13

4,6569,633.51

1,152,610.00

3,507,023.61
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$

$

3,641,819.42

4,635,507.13

1,220,000.00

3,415,507.13




COMPARATIVE SCHEDULE OF TAX RATE INFORMATION

2009 2008

$2.567 $2.514

$0.300 $0.300
0.039 0.039
0.362 0.352
0.041 0.039
0.050 0.048
1.775 1.736

2010
Tax Rate $2.595
Appointment of Tax Rate:
Municipal $0.299
Municipal Open Space 0.040
County 0.342
County Open Space 0.039
County Library 0.047
Local District School 1.828
Assessed Valuation:
2010 $ 3,751,709,034.00
2009 $ 3,766,716,686.00
2008

COMPARISON OF TAX LEVIES AND
COLLECTION CURRENTLY

$ 3,762,277,120.00

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

CURRENTLY

levies,
CASH
YEAR TAX LEVY COLLECTIONS
2010 $99,080,618.21 $97,096,456.48
2009 98,265,141.24 97,265,898.20
2008 96,500,250.30 95,683,874.06
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PERCENTAGE

oF

COLLECTION

98.91%
98.98%
99.16%




DELINQUENT TAXES AND TAX TITLE LIENS

This tabulation includes a comparison expressed in percentage of the total delinquent

taxes, in relation to the tax levies of the last three years:

AMOUNT OF
TAXTITLE
YEAR LIENS
2010 $204,091.25
2009 174,723.01
2008 165,077.87

AMOUNT OF
DELINQUENT
TAXES

$784,615.16
846,219.16
717,949.63

TOTAL

DELINQUENT

$988,706.41
1,020,942.17
883,027.50

PROPERTY ACQUIRED BY TAX TITLE LIEN LIQUIDATION

PERCENTAGE
OF TAX
LEVY

1.00%
1.04%
0.92%

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

YEAR

2010
2009
2008

AMOUNT

$115,210.00
115,210.00
115,210.00

COMPARISON OF SEWER UTILITY LEVIES

*

GASH
LEVY COLLECTIONS *
4,365,524.23 $ 4,281,790.42
4,141,150.65 3,796,292.45
3,234,785.21 3,235,551.91

Includes Collection of Prior Year Levies
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COMPARATIVE SCHEDULE QOF FUND BALANCES

UTILIZED
BALANCE IN BUDGET OF
YEAR DECEMBER 31 SUCCEEDING YEAR
2010 $ 5,604,98462 $ 5,300,000.00
2009 7,025,687.31 5,607,146.00
Current Fund 2008 7,907,087.07 5,262,470.00
2007 5,361,070.53 5,000,300.00
2008 8,990,491.21 8,800,000.00
2010 3,5607,023.51 1,100,000.00
2009 3,415,507.13 1,162,610.00
Sewer Utility Operating Fund 2008 3,541,819.42 1,220,000.00
2007 3,790,390.04 1,100,000.00
2008 3,371,052.90 850,000.00
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OFFICIALS IN OFFICE AND SURETY BONDS

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

NAME
Mark Caliguire
Kacey Dyer
Thom Carter
Brad Fay
Louise Wilsonl
Kristina P, Hadinger
Donato Nieman
Donna Kukla
Walter Sheppard
Randy W. Bahr
Claire Higgins
Gina Rojek
Eric Perkins
Marilyn Staats
Judy Norris
Robert Palmer
John Marold

Gail Smith

TITLE
Mayor
Deputy Mayor
Committeeman
Committeaman
Committeewoman
Attorney
Administrator
Township Clerk
Chief Financial Officer
Tax Coliector
Assistant Chief Financial Officer
Senior Financial Aide
Magistrate
Court Administrator
Deputy Court Administrator
Police Captain/Director
Construction Code Official

Municipal Engineer

AMOUNT

OF BOND NAME OF SURETY
1,000,000.00 M.J.J.LF.

1,000,000.00 M.J.JLF.

1,000,000.00 M.JJLF.

All other employees were covered under a banket bond in the amount of $950,000.00 issued
by the Mid Jersey Joint Insurance Fund (M.J.J.I.F.)

All bonds were examined and were properly executed.
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GENERAL COMMENTS AND RECOMMENDATIONS




GENERAL COMMENTS

CONTRACTS AND AGREEMENTS REQUIRED
TO BE ADVERTISED FOR (N.J.S.A. 40A:11-4)

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 by the governing body of the contracting unit after public advertising for bids and bidding
therefore, except as is provided otherwise in this act or specifically by any other law. No work,
materials or supplies shall be undertaken, acquired or fumnished for a sum exceeding in the
aggregate the amount set forth in or the amount calculated by the Governor pursuant to Section
3of P.L. 1971 ¢,198 (C.40A:11-3), except by contract or agreement.

Effective July 1, 2010, the bid threshold in accordance with N.J.S.A. 40A:11-4 is
$26,000.00. In accordance with N.J.S.A. 40A:11-3 and authorized by a resolution dated July 1,
2010 of the governing body, the bid threshold for all purchases made by the Township's

qualified purchasing agent is $36,000.00.

The governing body of the municipality has the responsibility of determining whether the
expenditures in any category will exceed $36,000.00 within the fiscal year. Where question
arises as to whether any contract or agreement might result in violation of the statute the
Counsel's opinion should be sought before a commitment is made.

The minutes indicate that bids were requested by public advertising for the following
items:
Sewer Chemicals
Chip Sealing
Purchase of Dump Truck

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 audit of expenditures did not reveal any individual payments, contracts or agreements in
excess of $36,000.00 “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 provisions of

N.J.S.A. 40A:11-6.

The minutes indicate that resolution authorizing contracts or agreements for
"Professional Services" per N.J.S.A. 40A:11-5 was advertised during 2010 for the following

professional services:

Township Auditor Risk Management Consuitant
Township Engineer Appraisal Services
Township Attorney Financial Advisors
Bond Counsel Appraisal Services

Township Planner
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COLLECTION OF INTEREST ON DELINQUENT
TAXES AND ASSESSMENTS

The governing body on January 7, 2010 adopted the following resolution authorizing
interest to be charged on delinquent taxes. :

WHEREAS, N.J.8.A. 54:4-87 permits the Township to establish by resolution the rate of
interest to be charged for the nonpayment of taxes or assessments on any instaliment which is
not made within the tenth calendar day following the date upon which same became due and

payable; and

WHEREAS, Chapter 75, P.L. 1991, now permits the governing body to establish a
penalty to be charged to a taxpayer with a delinquency in excess of $10,000.00 who fails to pay

that delinquency prior to the end of the calendar year: and

WHEREAS, the Township Committee of the Township of Monigomery finds it to be in
the best interests of the Township to establish said penalty.

BE IT RESOLVED By the Township Committee of the Township of Montgomery as
follows:

1. Pursuant to N.J.S.A. 54:4-67, the Township Committee of the Township of
Montgomery reaffirms that the following interest shall be charged for the
nonpayment of taxes or assessments on any installment which is not made
within the tenth calendar day following the date upon which same became
payable: 8% per annum on the first $1,500.00 of the delinquency and 18% per
annum on any amount in excess of $1,500.00, to be calculated from the date the
tax was payable until the date of actual payment, The term “delinquent” as used
herein shall mean the sum of all taxes and municipal charges due on a given
parcel of property covering any number of quarters or years.

2. In addition, the Township Committee hereby fixes as a penalty fo be charged to a
taxpayer with a delinquency in excess of $10,000.00 who fails to pay that
delingquency prior to the end of the calendar year an additional sum of 6% of the

amount of the delinguency.

BE IT RESOLVED, that the Tax Collector is hereby authorized to waive the interest
charge on delinquent taxes where payment is received within 10 days after the due date and
that any installment receiver after the expiration of this grace period bear interest from the due

date,

It appears from an examination of the records that interest was collected in accordance
with the forgoing resolution.
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DELINQUENT TAXES AND TAX TITLE LIENS

The last tax sale was held on August 17, 2010 and was complete.

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

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

NUMBER
YEAR OF LIENS
2010 21
2008 21
2008 21

It is essential to good management that all means provided by statute be utilized to
liquidate tax title liens in order to get such properties back on a tax paying basis.

CONFIRMATION OF DELINQUENT TAXES
AND OTHER CHARGES

A confirmation of delinquent charges and current payments was made in accordance
with the regulations of the Division of Local Government Services consisting of verification

notices as follows:

TYPE NUMBER
Delinquent Tax Positive Confirmation 25
Delinquent Utility Rent Positive Confirmation 25
Information Tax Current Positive Confirmation 25
Information Utility Rent Positive Confirmation 25

OTHER COMMENTS

interfunds

Transactions invariably occur in one fund which requires a corresponding entry to be
made in another fund, thus creating interfund balances. References to the various balance
sheets show the interfund balances remaining at year end. As a general rule all interfund
balances should be closed out as of the end of the year.

Departments
Cash receipts were not deposited within 48 hours per N.J.S.A 40A:5-15.
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OTHER COMMENTS (CONTINUED)

Purchasing

Purchases were made under state contracts for goods/services, but were not authorized
by resolution of the governing body per N.J.A.C. 5:34-7.29.

Fixed Assets
The Township has not updated its fixed assets ledger.

Finance

During the course of our audit, we noted there were mispostings to the receipts record.

The month end bank reconciliations had numerous recongciling items that needed o be
adjusted for audit.

There are many outstanding receivable and reserve balances that should be reviewed
for liquidation or cancellation.

Payroli

We noted that the person who processes the payroll also reconciles the net payroll and
payroll agency bank accounts.

The payroll agency account analysis at year end contains deficit balances.
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RECOMMENDATIONS

That all departmental receipts be deposited or remitted to the Treasurer within 48 hours per
N.J.8.A. 40A:5-15,

That all purchases made under state contract that are in excess of the bid threshold be
awarded by resolution of the governing body.

That the Township update its fixed asset ledger.
That greater care be taken in the posting of all cash receipts.

That all reconciling items on the month end bank reconciliations be investigated prior to
audit,

That outstanding receivable and reserve balances be investigated for cancellation.

That an individual other than the person that processes the payroll reconciles the payrolil
and payroll agency bank accounts.

That the deficits in the payroll agency account be investigated.

That all interfund balances be liquidated.
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