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PADMAIJA RAQ, CPA
INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Members
of the Borough Council

Borough of Pennington

County of Mercer, New Jersey

We have audited the accompanying balance sheets — regulatory basis of the various funds of the Borough of
Pennington as of December 31, 2010 and 2009 the related statements of operations and changes in fund balance-
regulatory basis for the years then ended and the related statement of revenues — regulatory basis and statement
of expenditures — regulatory basis of the various funds for the year ended December 31, 2010, which collectively
comprise the Borough’s financial statements — regulatory basis, as listed in the table of contents. These financial

statements are the responsibility of the Borough’s management. Our responsibility is to express an opinion on
these financial statements based on our audit.

Except as discussed in the third and fourth paragraphs, 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 A ffairs,
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 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.

The financial statements referred to in the first paragraph include the Statement of Governmental Fixed Assets.
As disclosed in Note 2 to the financial statements, the Statement of Governmental Fixed Assets is unaudited and
represents 100 percent of the assets of the governmental fixed asset group.

The financial statements referred to above include the assets and liabilities of the Borough’s Length of Service
Awards Program Plan (LOSAP), which by regulation, is subject to an accountant’s review report and is
unaudited. The Length of Service Awards Program Plan is included in the Trust Fund.

As more fully described in Note 2, these financial statements — regulatory basis were prepared in conformity with
accounting practices prescribed or permitted by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey, that demonstrate 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 penerally accepted in the United States of America. These prescribed principles 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. Accordingly, the accompanying
financial statements are not intended to present financial position and results of operations in accordance with
accounting principles generally accepted in the United States of America.

-9-



In our opinion, because the prescribed regulatory basis of accounting as described in the preceding paragraph is
utilized by the Borough of Pennington, County of Mercer, New Jersey for the purpose of financial statement
preparation, 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 of
Pennington, County of Mercer, New Jersey as of December 31, 2010 and 2009 or the results of its operations, or
cash flows of its proprietary fund type for the year then ended.

However, in our opinion, except for the effects of such adjustments, if any, as might have been determined had
we audited the Statement of Governmentai Fixed Assets, the financial statements — regulatory basis referred to
above present fairly, in all material respects, the financial position — regulatory basis of the various funds of the
Borough of Pennington, County of Mercer, New Jersey as of December 31, 2010 and 2009 and the results of
operations and changes in fund balance — regulatory basis of such funds for the years then ended and the
statement of revenues — regulatory basis and statement of expenditures — regulatory basis of the various funds for
the year ended December 31, 2010 on the basis of accounting described in Note 2.

In accordance with Government Auditing Standards, we have also issued a report dated June 14, 2011 on our
consideration of the Borough of Pennington’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial 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 of the Borough of
Pennington, County of Mercer, New Jersey taken as a whole. The information included in the supplementary
data and schedules listed in the table of contents, are presented for purposes of additional analysis and are not a
required part of the financial statements of the Borough of Pennington, County of Mercer, New Jersey. The
supplementary data and supplementary schedules are the responsibility of management and were derived from
and relate directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements, or to the financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated, in all material respects, in relation 1o the financial
statements — regulatory basis taken as a whole.

Sboihted ¢ Mosin, PA.

HODULIK & MORRISON, P.A.
Certified Public Accountants

%{Muicipal Accountants

Robert 8. Morrison
Registered Municipal Accountant
No. 412

Highland Park, New Jersey
June 14,2011
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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

Honorable Mayor and Members
of the Borough Council

Borough of Pennington

County of Mercer, New Jersey

We have audited the financial statements of the Borough of Pennington as of and for the year ended
December 31, 2010, and have issued our report thereon dated June 14, 2011. The Borough of Pennington
prepares its financial statements in conformity with accounting practices prescribed or permitted by the
Division of Local Government Services, Department of Community Affairs, State of New Jersey, which
is a comprehensive basis of accounting other than accounting principles generally accepted in the United
States of America. Our report expressed a qualified opinion on the financial statements in conformity
with this regulatory basis because we did not audit the Statement of Governmental Fixed Assets. Our
report also expressed a modified opinion on the conformity of the financial statements to accounting
principles generally accepted in the United States of America, due to the differences between those
principles and the prescribed regulatory basis which is more fully described in Note 2. Except as
discussed above, 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 Auditine
Standards, issued by the Comptroller General of the United States and audit requirements as prescribed
by the Division of Local Government Services, Department of Community Affairs, State of New Jersey.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect 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 entity’s financial statements will not be prevented, or detected and corrected on a timely basis,



Our consideration of the 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 the internal control
that might be significant deficiencies and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined above,

Compliance and QOther Matters

As part of obtaining reasonable assurance about whether the Borough of Pennington’s financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards and audit requirements as prescribed by
the Division of Local Government Services, Department of Community Affairs, State of New Jersey.

We noted certain matters, including matters relating to the design of the borough’s internal control over
financial reporting, which we reported to the Borough in the General Comments section of this report.

This report is intended solely for the information and use of the Mayor and Borough Council,
management and Division of Local Government Services and is not intended to be, and should not be,
used by anyone other than these specified parties.

Aodidif ¢ Masiin, V4

HODULIK & MORRISON, P.A.
Certified Public Accountants
Registered Municipal Accountants

Highland Park, New Jersey
June 14, 2011
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INDEPENDENT ACCOUNTANT’S REVIEW REPORT

Honorable Mayor and Members
of the Borough Council

Borough of Pennington

County of Mercer, New Jersey

We have reviewed the accompanying statement of assets, liabilities and net assets of the Borough of
Pennington Length of Service Award Program (LOSAP) as of December 31, 2010, and the related
statement of revenues, expenses and other changes in net assets for the year then ended, in accordance
with Statements on Standards for Accounting and Review Services issued by the American Institute of
Certified Public Accountants. All information included in these financial statements is the representation
of the administration of the Borough.

A review consists primarily of inquiries of the administration of the Borough and analytical procedures
applied to financial data. It is substantially less in scope than an audit in accordance with auditing
standards generally accepted in the United States of America, the objective of which is the expression of
an opinion regarding the financial statements taken as a whole. Accordingly, we do not express such an
opinion,

The Length of Service Award Program is a Borough sponsored program and has no separate legal status
or existence. The program prepares its financial statements in conformity with the accounting principles
and practices prescribed by the Division of Local Government Service, Department of Community
Affairs, State of New Jersey, which is a comprehensive basis of accounting other than generally accepted
accounting principles.

Based on our review, we are not aware of any material modifications that should be made to the
accompanying financial statements in order for them to be in conformity with the basis of accounting
described in the note.

Modu b ¢ Mansion, A
HODULIK & MORRISON, P.A.

Certified Public Accountants
Registered Municipal Accountants

Highland Park, New Jersey
June 14, 2011



FINANCIAL STATEMENTS




POETTL66T  §  [E858°00TT
bCTSL618 ECELTICOTL
L&'TERP
EEO¥L089 1LES0TLL
00°0%L L01 00°000°0F
1L 1€ § SOLBTPET
O TLE'LLL'T B6°F8S6PL
89°RLECCE PG CTOCES
T6'E66°69T PI169'8ET
SERLEP 1osei'e
£6°LO6°IE 0£'990°LE
95804201 £V'896°1L
B1°£89°9
60°505° ¢ T8961°€9
LO'8STRCL $ 91vZTIL]
600T "1€ 'Daa 010Z 1% DHd
FINVIVE AONVIVE
¥ - 1quxy

$

61-v
81-v

L-v
§  8I-v

I-v
2A1950y

o1-v
11-v
S1-¥
154
(2584
€I-v

§ T-vev

Lt

pun JueIg) [BI0L

parenrdosddeun
paeudorddy

ISIUBID) [BISP34 PUE 21BIS JOJ SAIASIY

S[qeARq Spunyisu|
$20UBIQUINIUY 10) SAIISIY
‘puny jueln

pun, uauny) feie],

soue[eg pun,j
$3]qeAI209Y J0J 2AIISDY

a|qeseJ saxe]

alqekeq Spunyajug

a[qede ] 'S109Yy puB S9AIRSY JBA

S3oUBIQUINAUY JOJ DAIISIY

sjuswdediaa() xe|,

saxe], Apadord predsig

saatosay uotjendosddy
‘SaTU[Iqel]

JINVIVE N4 ANV
SHAYISTY ‘SALLITEVIT

POETTLO6TT  § TEBEB00TT  §
veEEL618 ECELTISO0]
TLLET SIS 19°TE8°110°1 9I-v
[4: 3294 § TLOpb6eE I v
O LLY'LLLL 8685 6F1I
T6'EE6 69T ¥I'169°8ET
66°E11'ES 966 -V
PEETE'S bL L0V 6V
00°0I8L1 00°018°L1 v
65°981°¢S1 PHEIFDIT v
BI'LESL06 PRTE6E016
00°566 00°StL LV
0o°stl 00511 SV
81°LTH'906 $ ¥8EE00I6 £ v
600Z LE DId 0102 1€ 'Ddd EEE
JONVIVH JONVIVH

600C ANV 010T 'T£ dIdWTDIA

SISVH AAOLYTNOTA-LATHS HONVIVE AILVAVINOD

QN INTYIND

AJSHEr MHN ALNNOD YdOUAW
NOLONINNAJ 40 HONOYWOd

SIUILIANE)S [BIOURU]] O} SPON 938 SI0N

pun rels) [eIoy,

9]qPA1293Yy SIUEID) [EI2pa] PUB HEIS
SIUDUISIAU] PUY YSB))
:pun,J WeIn

pun Juaun?) [eo],

3qeAl209y SpUNYISIU]
2[QBAIZIY SIUNOIDY ANUIADY
(uonenpep passassy
1) saxe] Joj pannboy Auadoig
a|qealsoay sexe], «dosd jwanbunag
:59AI353Y |Ing
UM 51955 120y PUE S3]qBAIa3Y

966171 “ELUD "['NJO 21RI§ Woly angg
spuny sFueyy
13)nseal] - SJUSWISIAL] PUR YSED)

SLdS§V



BOROUGH OF PENNINGTON
MERCER COUNTY, NEW JERSEY

CURRENT FUND
COMPARATIVE STATEMENT OF OPERATIONS AND
CHANGE IN FUND BALANCE-REGULATORY BASIS
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

REVENUE AND OTHER INCOME REALIZED

Fund Balance Appropriated
Miscellaneous Revenues Anticipated
Receipts from Delinquent Taxes
Receipts from Current Taxes
Non-Budget Revenue
Other Credits to Income:
Other Receivables
Accounts Payable Cancelled
Interfunds Returned
Unexpended Balance of Approp. Reserves

Total Revenues

EXPENDITURES AND OTHER CHARGES

Budget Appropriations:
Operating:
Salaries and Wages
Other Expenses
Capital Improvements
Municipal Debt Service
Def. Charges and Statutory Expend.
Regional School Tax
County Tax
County Added Tax
Special District Tax
Local Open Space Tax
Refund of Prior Years Revenues

Total Expenditures

Excess (Deficit) in Revenue (Balance Forward)

REF.

A-1,A-2 %

A-2
A-2
A-2
A-2

A-15
~ net
A-12

A-3
A-3
A-3
A-3

A-10
A-10
A-10
A-10

A-2,A-10

A-4

Exhibit - A- 1

Page 1 of 2
YEAR 2010 YEAR 2009

284,323.00 3 254,200.00
777,614.47 1,374,654.12
153,186.59 128,020.43
11,294,886.82 11,077,288.77
17,779.46 29,071.14
1,000.00

3,017.06

93,113.99
114,456.74 96,228.36
12,738,378.13 12,960,462.82
961,625.00 997,305.00
1,305,464.53 1,739,969.20
302,500.00 364,500.00
295,941.26 360,904.01
181,725.00 199,852.50
6,647,044.51 6,306,595.77
2,538,619.48 2,490,828.34
5,125.01 4,978.85
152,608.00 154,547.00
50,128.38 52,434.87

13,126.70
12,453,907.87 12,671,915.54
284,470.26 288,547.28



Exhibit - A- 1

Page 2 of 2
BOROUGH OF PENNINGTON
MERCER COUNTY, NEW JERSEY
CURRENT FUND
COMPARATIVE STATEMENT OF OPERATIONS AND
CHANGE IN FUND BALANCE REGULATORY BASIS
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009
REF. YEAR 2010 YEAR 2009
Statutory Excess to Fund Balance b 284,470.26 § 288,547.28
FUND BALANCE
Balance - January 1 A 555,478.68 521,131.40
839,948.94 809,673.68
Decreased by:
Utilization as Anticipated Revenue A-1 284,323.00 254,200.00
Balance - December 31 A 3 555,625.94 § 555,478.68

Note: See Notes to Financial Statements
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BOROUGH OF PENNINGTON

Surplus Anticipated

Fees and Permits
Fines and Costs:
Municipal Court
Interest and Cosis on Taxes
Interest on Investmenis and Deposits
Trash Collection Fees
Consolidated Municipal Property Tax Relief Aid
Energy Receipts Taxes
Dedicated Uniform Construction Code Fees Offset
with Appropriations (N.J.5.A. 40A:4-36 and
NJAC, 5:23-4.17):
Uniform Construction Code Fees
Public and Private Revenues Offset with Approps.:
N.J. Transportation Trust Fund Authority Act
Clean Communities
Tree Plainting
Sustainable Jersey Small Grant
Pennington School
Body Armor Grant
Other Special Items:
Administrative Charge to Library
Verizon/Comecast Franchise Fee
Interlocal Agreement-Hopewell Boro/Twp.

Total Miscellaneous Revenues
Receipts from Delinquent Taxes
Subtotal General Revenues
Amount to be Raised by Taxes for Support of
Municipal Budget:
Local Tax for Municipal purposes Including

Reserve for Uncollected Taxes

Budget Totals

Non-Budget Revenues

Exhibit - A-2
MERCER COUNTY, NEW JERSEY Page 1 of 2
CURRENT FUND
STATEMENT OF REVENUES-REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2010
ANTICIPATED  APPROP.
2010 NJS.A. EXCESS OR
REE. BUDGET 40A:4-87 REALIZED (DEFICIT)
Al S 284323.00 § $_ 284323.00 §
A9 11,000.00 10,905.00 § (95.00)
A9 86,000.00 84,145.30 (1,854.70)
A-9 38,000.00 42,888.24 4,888.24
A-9 7,900.00 7,632.80 (267.20)
A-9 38,125.00 34,630.00 (3,495.00)
A9 14,922.00 14,922.00
A9 172.,659.00 172,659.00
A9 70,000.00 48,938.00 (21,062.00)
A-9
A3 290,000.00 290,000.00
A-3 4,389.02 4,389.02
A-3 7,000.00 7,000.00
A-3 1,000.00 1,000.00
A3 14,000.00 14,000.00
A3 646.51 646.51
A-9 10,000.00 10,000.00
A-9 28,450.00 28,450.60 0.60
A9 5.408.00 5.408.00
A-1 780,110.51 19,389.02 777.614.47 (21.885.06)
A-1,A2,A-7 90,000.00 153,186.59 63.186.59
870,110.51 19,389.02 930,801.06 41,301.53
A2 2,113,180.00 2,121.361.45 8.181.45
3,267,613.51 19,389.02 333648551 §_ 49.482.98
A-1,A-9 17.779.46
$ 326761351 S 19389.02 §  3.354.264.97
Ref. A3 A3

() Denotes Deficit

-11-



BOROUGH OF PENNIN

Exhibit - A-2
Page 2 of 2

GTON

MERCER COUNTY, NEW JERSEY

CURRENT FUND

STATEMENT OF REVENUES-REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2010

ANALYSIS OF REALIZED REVENUES

Allocation of Current Tax Collections:

2010 Collections

Prepaid Taxes Applied

State Share of Sr. Citizen's and
Veteran's Deductions Allowed

Allocated to:
Regional School Tax
County Taxes
Added County Taxes
Special District Tax
Local Open Space Tax

Add: Reserve for Uncollected Taxes

Amount for Support of Municipal Budget
Allocation of Delinguent Tax Collections:

2010 Collections

Note: See Notes to Financial Statements

REF.

A-6
A-6

A-6
A-1
A-10
A-10
A-10

A-10
A-1,A-6

A-3
A-2

A-2

-12 -

11,220,131.73
54,505.09

20,250.00
§ 11,294,886.82

6,647,044.51
2,538,619.47
5,125.01
152,608.00

50,128.38

1,901,361.45
220,000.00

3 2,121.361.45

$ 153,186.59

$ 153,186.59
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BOROUGH OF PENNINGTON
MERCER COUNTY, NEW JERSEY

COMPARATIVE BALANCE SHEET-REGULATORY BASIS

GENERAL CAPITAL FUND

DECEMBER 31, 2010 AND 2009

ASSETS

Cash and Investments - Treasurer
Due from Grant Fund
Deferred Charges to Future Taxation:
Funded
Unfunded

LIABILITIES, RESERVES
AND FUND BALANCE

General Serial Bonds
Bond Anticipation Notes
Improvement Authorizations:
Funded
Unfunded
Due to Current Fund
Capital Improv. Fund
Reserve for Encumbrances
Fund Balance

REE

C-2
C-6

C-4
C-7

¥

$

$

$

Exhibit - C

BALANCE BALANCE

DEC. 31, 2010 DEC. 31, 2009
150,839.91 $ 22,019.24
40,000.00 40,000.00
2,388,000.00 1,465,000.00
593.623.97 1,741,623.97
3.172,463.88 $ 3,268,643.21
2,388,000.00 $ 1,465,000.00
847,500.00
136,976.81 7.414.80
593,100.00 734,035.21
25,373.99
49,878 45 37,378.45
147,900.00
4,508.62 4,040.76
3,172,463.88 $ 3,268,643.21

There were Bonds and Notes Authorized but not Issued on December 31, 2010

in the amount of $593,623.97 (Exhibit C-12).

Note: See Notes to Financial Statements
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Exhibit - C-1
BOROUGH OF PENNINGTON
MERCER COUNTY, NEW JERSEY

GENERAL CAPITAL FUND
STATEMENT OF FUND BALANCE-REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2010

REF,
Balance - December 31, 2009 C $4,040.76
Increased by:
Premium on Bonds Cc-2 467.86
Balance - December 31, 2010 C

$4,508.62

Note: See Notes to Financial Statements
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Exhibit - D-
Page 1 of 2
BOROUGH OF PENNINGTON
MERCER COUNTY, NEW JERSEY

WATER AND SEWER UTILITY OPERATING FUND
STATEMENT OF OPERATIONS AND
CHANGE IN FUND BALANCE-REGULATOQY BASIS
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

REVENUE AND OTHER INCOME REALIZED REF. YEAR 2010 YEAR 2009
Fund Balance D-1,D-3 % 61,750.00 3 96,446.00
Water and Sewer Rents D-3,D-7 1,117,296.45 1,096,543.24
Miscellaneous Revenues not Anticipated:
Interest on Delinquencies D-3,D-5 4.022.30 7,144.50
Stonybrook Rebate D-3,D-5 2,671.91 24,390.00
Interest on Investments D-3,D-5 7,364.00 2,882.75
Water Connection Fees D-3,D-5 9,731.88
Miscellaneous 9,816.95
Unexpended Balance of Approp. Reserves D-12 33,118.31 77,445.33
Total Revenues 1,235,954.85 1,314,668.77
EXPENDITURES
Budget Appropriations:
Operating:
Salaries and Wages D-4 199,125.00 196,000.00
Other Expenses D-4 735,029.00 730,489.64
Capital Improvements D-4 56,000.00
Debt Service D-4 207,107.37 223.864.51
Statutory Expenditures D-4 50,743.00 47,046.50
Refunds of Prior Year Revenues D-5 5,939.16 1,004.79
Total Expenditures 1,197,943.53 1,254,405.44
Excess in Revenues 38,011.32 60,263.33
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Exhibit - D-1

Page 2 of 2
BOROUGH OF PENNINGTON
MERCER COUNTY. NEW JERSEY
WATER AND SEWER UTILITY OPERATING FUND
STATEMENT OF OPERATIONS AND
CHANGE IN FUND BALANCE-REGULATORY BASIS
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

Excess brought forward A 38,011.32 % 60,263.33
FUND BALANCE

Balance - January 1 D 61,753.28 97,935.95

99,764.60 158,199.28

Decreased by:
Utilization as Anticipated Revenue D-1 61,750.00 96,446.00
Balance - December 31 D b 38.014.60 $ 61,753.28

Note: See Notes to Financial Statements
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Exhibit - D-2

BOROUGH OF PENNINGTON
MERCER COUNTY, NEW JERSEY

WATER AND SEWER UTILITY CAPITAL FUND
STATEMENT OF FUND BALANCE-REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31,2010

REF.
Balance - December 31, 2009 D $  96,446.93
Decreased by:
Correction to Fixed Capital Authorized
but uncompleted D-11 F_ 96.446.93
Exhibit - D-3
BOROUGH OF PENNINGTON
MERCER COUNTY, NEW JERSEY
WATER AND SEWER UTILITY OPERATING FUND
STATEMENT OF REVENUES-REGULATOY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2010
2010 EXCESS OR
REF. BUDGET REALIZED (DEFICIT)
Fund Balance D-1 b 61,750.00 § 61,750.00 $
Water and Sewer Rents D-1,D-7 1,089,250.00 1,079,596.45 (9.653.55)
Stonybrook Rebate D-1,D-5 7,364.00 7.364.00
Additional Water & Sewer Rents D-1,0>-7 37,700.00 37,700.00
Water and Sewer Connection Fees D-1,.D-7 3,573.00 9,731.88 6,158.88
Interest on Delinquencies D-1,D-5 7,100.00 4,022.30 (3,077.70)
Interest on Investments D-1,D-5 2.250.00 2,671.91 421.91

$_ 1.208.987.00 % 1,202,836.54 5§ (6,150.46)

Ref. D-4 D-1

Note: See Notes to Financial Statements

- 26 -



H
65Z8E980°1 8
LELO0TLY
TTSLT6EO'T  §
1-a‘a 1-a'a I-d €-a
T T Y TA —acin0nt e e e e
£928691 $ LGYSRSF § I89EL9C § 6SCE9R0T § 00°L8680T1 § 00ZL867B0T
€8 8LIE 08 95T LEPITEL 0000081 00°000°81
00°EPL'ZE 00°€bLZE 00°€bLZE
00°0£¥°0F 00°0E¥ 0P 00°0E¥'0%
£9°78691 LELLYD 00'099'€2 001099°€T
00000°091 00000091 00'000°091
LY'¥66'8] LYP66°8] LE'¥66'81
9P 101'ST 9K101°52 9P 101'ST
EESEE'S LY'6ES 0P 00°SL8°S¥1 00°5L8'SP1
100 6LPS6TIE 0TYS6TIE 0THS6TIE
55'908°81 1008555 IELILLS LEEOI'TET LBEOITET
§ STPSIT § $ SLO09SLLI  § O0STI66I  § 0O'STI66L
GITTAONVD ~ TdAddSId TH¥ZaANDNd  J30WVHD  NOLVOWIGOW — I3Dang
HONVIVE MOdIVd  ¥HLJV.13DAnd 010z
JIANIIXINN QIaNHdXT

b~ - 191X

010 71 £ dHEWHDHA QIANT dVHA HHL 404

SISVH AJOLVINSTA-SHANLIANTdXH 40 LNIWLLVLS
AN ONILYEEdO ALFTLLN FAMAS ANV J9LVM

AFSHAT MIN ALNNOD dadHIN
NOLONINNAL 40 HONOCHWOH

S

SIUSW2)RIS [EISUBUL 0] SAION 235 2ION

¥1-a $3)0N PUE SPUO U0 SUANU] PArUIdy
- pasungsIq
FEXT

suoneudoiddy Q1M Jamag B 1a)EH [E10],

(T5V'0) warsd§ Aunoag [eloog
waysAg yawamay s,eeio[dwy s1qng
10} UOHNQIRUOYD)
ssaanypuadxy Lomeig

Spuog Uo ISaIN]

SAJON UO J5aI13)u]

Jediounlg puog Jo JUAWAR ]
1901A198 1G5

soummsu] ALiqes]
soueinsy] wonesuadwoy) S1aIom
sourunsu] dnoiny
39 991AIAG IAaMIG
sasuadxy 11O
safep pue saLeeg
Buneiadg

-927-



BOROUGH OF PENNINGTON
MERCER COUNTY, NEW JERSEY

PAYROLL FUND
COMPARATIVE BALANCE SHEET-REGULATORY BASIS
DECEMBER 31, 2010 AND 2009

Exhibit - E

BALANCE BALANCE

ASSETS DEC. 31,2010 DEC. 31, 2009
Cash and Investments - Treasurer $ 861402 % 8,655.77
b 8,614.02 § 8.655.77

LIABILITIES, RESERVES

AND FUND BALANCE

Payroll Deductions Payable 3 861402 § 8,655.77
$ 8,614.02 § 8,655.77

Note: See Notes to Financial Statements
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Exhibit - F

BOROUGH OF PENNINGTON
MERCER COUNTY, NEW JERSEY

STATEMENT OF GOVERNMENTAL FIXED ASSETS (UNAUDITED)
DECEMBER 31.2010 AND 2009

010 2009
General Fixed Assets:
Land $ 706,150.00 § 706,150.00
Buildings 1,970,980.00 1,970,980.00
Equipment, Furniture & Fixtures 668,517.14 668,517.14
Total General Fixed Assets $ 3,345,647.14 $§  3,345,647.14
Investment in General Fixed Assets $ 3,345647.14 §  3.345,647.14

Note: See Notes to Financial Statements

-20._



BOROUGH OF PENNINGTON
MERCER COUNTY, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010 AND 2009

Note 1: FORM OF GOVERNMENT

The Borough of Pennington operates under the legislative authority of N.J.S.A. 40A: 60-1 et seq., which
provides for the election of a mayor to serve a term of four years and a council of six members serving
three year terms. At its annual meeting, the council elects a president of the council who shall preside at
all its meetings when the mayor is not present. The mayor is the head of the municipal government and
the council is the legislative body. The Borough has adopted an administrative code, which provides for
the delegation of a portion of executive responsibilities to an administrator and the organization of the
council into standing committees to oversee various Borough activities.

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

Except as noted below, the financial statements of the Borough of Pennington include every board, body,
officer or commission supported and maintained wholly or in part by funds appropriated by the Borough
of Pennington, as required by N.J.S.A. 40A: 5-5. Accordingly, the financial statements of the Borough of
Pennington do not include the operations of the free public library, first aid organization or fire company
district.

B. Description of Funds

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

Current Fund - resources and expenditures for governmental operations of a general nature, inctuding
Federal and State grant funds, except as otherwise noted.

Trust Fund - receipts, custodianship and disbursement of funds in accordance with the purpose for which
each reserve was created. Pursuant to the provisions of N.J.S.A. 40A: 4-39, the financial transactions of
the following funds and accounts are reported within the Trust Fund:

Animal Control Trust Fund

Unemployment Compensation Insurance Trust Fund

Disposal of Forfeited Property (P.L. 1985, Ch. 135)

Developer's Escrow Fund

Uniform Fire Safety Act - Penalty Monies (N.J.S.A. 52:27D-192 et seq.)
Recreation Program

Outside Employment of Off-Duty Municipal Police Officers

Public Defender Fees

Open Space Trust Fund
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NOTES TO FINANCIAL STATEMENTS
Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D):

B. Description of Funds (Cont'd.)

General Capital Fund - resources, including Federal and State Grants in aid of construction, and
expenditures for the acquisition of general capital facilities, other than those acquired through the Current
Fund, including the status of bonds and notes authorized for said purposes.

Water and Sewer Utility Fund - resources and expenditures for the operations and acquisition of capital
facilities of the municipally owned Water and Sewer Utility.

Governmental Fixed Assets - the General Fixed Asset Account Group is used to account for fixed assets
used in governmental fund type operations for control purposes. All fixed assets are valued at historical
cost or estimated historical cost if actual historical cost is not available or any other reasonable basis,
provided such basis is adequately disclosed in the financial statements. Donated fixed assets are valued at
their estimated fair value on the date of donation. No depreciation is recorded on general fixed assets.

Payroll Fund - status of funds transferred to separate accounts for the purpose of paying net payrolls to
employees and payroll deductions and employer contributions to the various taxing authorities and
payroll agencies.

The Governmental Accounting Standards Board (GASB) is the accepted standards-setting body for
establishing governmental accounting and financial reporting principles. The current format for
governmental financial reporting was established in GASB Statement 34, “Basic Financial Statements -
and Management’s Discussion and Analysis - for State and Local Governments”. Codification of
Governmental Accounting and Financial Reporting Standards recognizes three fund categories and two
account groups as appropriate for the accounting and reporting of the financial position and results of
operations in accordance with generally accepted accounting principles. This structure for external
financial reporting differs from the organization of funds prescribed under the regulatory basis of
accounting utilized by the Borough. The resultant presentation of financial position and results of
operations in the form of basic financial statements is not intended to present the general purpose
financial statements required by GAAP.

C. Basis of Accounting

The basis of accounting as prescribed by the Division of Local Government Services for its operating
funds is generally a modified cash basis for revenue recognition and a modified accrual basis for
expenditures. The operating funds utilize a “current financial resources” measurement focus. The
accounting principles and practices prescribed for municipalities by the division differ in certain respects
from generally accepted accounting principles (GAAP) applicable to local government units. The most
significant is the reporting of entity-wide financial statements, which are not presented in the accounting
principles prescribed by the Division. The more significant differences are as follows:

Revenues - Revenues are recorded as received in cash except for statutory reimbursements and grant
funds, which are due from other governmental units. State and Federal grants, entitlements and shared
revenues received for operating purposes are realized as revenues when anticipated in the Borough's
budget. Receivables for property taxes and water and sewer consumer charges are recorded with
offsetting reserves within the Current Fund and Water and Sewer Utility Fund, respectively. Other
amounts that are due to the Borough which are susceptible to accrual are recorded as receivables with
offsetting reserves. These reserves are liquidated and revenues are recorded as realized upon receipt of
cash. GAAP requires the recognition of revenues for general operations in the accounting period in
which they become available and measurable, with the exception of water and sewer charges, which
should be recognized in the period they are earned and become measurable.
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NOTES TO FINANCIAL STATEMENTS

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

C. Basis of Accounting (Cont’d.)

Expenditures - For purposes of financial reporting, expenditures are recorded as "paid or charged" or
"appropriation reserves". Paid or charged refers to the Borough's "budgetary” basis of accounting.
Generally, these expenditures are recorded when an amount is encumbered for goods or services through
the issuance of a purchase order in conjunction with the encumbrance accounting system. Reserves for
unliquidated encumbrances at the close of the year are reported as a cash liability. Encumbrances do not
constitute expenditures under GAAP. Appropriation reserves refer to unexpended appropriation balances
at the close of the year. Appropriation reserves are automatically created and recorded as a cash liability,
except for amounts, which may be cancelled by the governing body. Appropriation reserves are available
until lapsed at the close of the succeeding year, to meet specific claims, commitments or contracts
incurred and not recorded in the preceding fiscal year. Lapsed appropriation reserves are recorded as
income. Generally, unexpended balances of budget appropriations are not recorded as expenditures under
GAAP. For the purpose of calculating the results of Current Fund operations, the regulatory basis of
accounting utilized by the Borough requires that certain expenditures be deferred, and raised as items of
appropriation in budgets of succeeding years. These deferred charges include the two general categories
of overexpenditures and emergency appropriations. Overexpenditures occur when expenditures recorded
as "paid or charged" exceed available appropriation balances. Emergency appropriations occur when,
subsequent to the adoption of a balanced budget, the governing body authorizes the establishment of
additional appropriations based on unforeseen circumstances or for other special purposes as defined by
statute, Overexpenditures and emergency appropriations are deducted from total expenditures in the
calculation of operating results and are established as assets for Deferred Charges on the Current Fund
balance sheet. GAAP does not permit the deferral of overexpenditures to succeeding budgets.

In addition, GAAP does not recognize expenditures based on the authorization of an appropriation.
Instead, the authorization of special purpose expenditures, such as the preparation of tax maps or
revaluation of assessable real property, would represent the designation of fund balance.

New lJersey statutes require municipalities to provide annual funding to Free Public Libraries through the
Current Fund Budget. Amounts paid on behalf of the Free Public Library or transferred to the custody of
the Library's management are recorded as budgetary expenditures of the Borough, notwithstanding the
fact that the Library is recognized as a separate entity for financial reporting purposes. Under GAAP, the
Library would be recognized, as a "component unit" of the Borough, and discrete reporting of the
Library's financial position and operating results would be incorporated in the Borough's financial
statements.

Compensated Absences - The Borough has adopted written policies via employee contracts and municipal
ordinances which set forth the terms under which an employee may accumulate eamed, but unused,
vacation and sick leave, establishes the limits on such accumulations and specifies the conditions under
which the right to receive payment for such accumulations vests with the employee. The Borough does
not generally permit accumulated leave to be compensable upon separation from service. The Borough
records expenditures for payments of earned and unused vacation and sick leave in the accounting period
in which the payments are made. GAAP requires that expenditures be recorded in the governmental
(Current) fund in an amount that would normally be liquidated with available financial resources, and that
expenditures be recorded in the enterprise (Water and Sewer Utility) fund on a full accrual basis.
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NOTES TO FINANCIAL STATEMENTS
Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

C. Basis of Accounting (Cont'd.)

Property Acquired for Taxes - Foreclosed property is recorded in the Current Fund at the assessed
valuation when such property was acquired and is fully reserved. GAAP requires such property to be
recorded in the general fixed asset account group at the lower of cost or fair market value.

Sale of Municipal Assets - Cash proceeds from the sale of Borough owned property are reserved until
utilized as an item of anticipated revenue in a subsequent year budget. Year-end balances of such
proceeds are reported as a cash liability in the Current Fund. GAAP requires that revenue be recognized
in the accounting period that the terms of sales contracts become legally enforceable.

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

Inventories of Supplies - The cost of inventories of supplies for all funds are recorded as expenditures at
the time individual items are purchased. The costs of inventories are not included on the various balance
sheets, with the exception of the Water and Sewer Utility Fund. Inventories for the respective years are
presented on the balance sheet of the Water and Sewer Utility Fund for information purposes only. These
inventories were not considered in the cost of operations for the respective years and were not audited as
part of this report. The value was determined by management and accepted as presented to us.

Fixed Assets - Property and equipment purchased by the Current and General Capital Funds are recorded
as expenditures at the time of purchase and are not capitalized. Property and equipment purchased by the
Water and Sewer Utility Fund are recorded in the capital account at cost and are adjusted for disposition
and abandonments. Contributions in aid of construction are not capitalized. The balances in the Reserve
for Amortization and Deferred Reserve for Amortization accounts in these utility capital funds represent
charges to operations for the costs of acquisitions of property, equipment and improvements. The utilities
do not record depreciation on fixed assets. GAAP does not require the establishment of a reserve for
amortization for utility fixed assets, but does require the recognition of depreciation of these assets as an
operating expense of the utilities.

General Fixed Assets - Technical Accounting Directive No. 85-2, issued by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey, established a mandate for
fixed accounting by municipalities, effective December 31, 1985. Assets acquired through that date were
to be valued based on actual costs, where available, and other methods, including current replacement
values and estimated historical costs. Assets acquired subsequent to December 31, 1985 were required to
be valued based on actual costs. Assets having a useful life of more than one year and an acquisition cost
of $5,000.00 or more per unit are required to be capitalized in the general fixed asset account group.
Infrastructure assets are excluded from the general fixed asset account group. Depreciation is not
recorded in the general fixed asset account group.

The Borough had established a listing of its fixed assets prior to 1998. No additions or deletions to the
listing have been made for at least eight accounting periods. The Statement of General Fixed Assets for
the year ended December 31, 2010 and 2009, is unaudited.
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NOTES TO FINANCIAL STATEMENTS
Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

C. Basis of Accounting (Cont'd.)

Recent Accounting Standards

GASB issued Statement No. 55, “Hierarchy of Generally Accepted Accounting Principles for State and
Local Governments” in March 2009. The objective of this Statement is to incorporate the hierarchy of

generally accepted accounting principles (GAAP) for state and local governments into the Governmental
Accounting Standards Board’s (GASB) authoritative literature.

GASB issued Statement No. 56, “Codification of Accounting and Financial Reporting Guidance
Contained in the AICPA Statements on Auditing Standards” in March 2009. The objective of this
Statement is to incorporate into the Governmental Accounting Standards Board’s (GASB) authoritative
literature certain accounting and financial reporting guidance presented in the American Institute of
Certified Public Accountants’ Statements on Auditing Standards.

GASB issued Statement No. 57, “OPEB Measurements by Agent Employers and Agent Multiple-
Employer Plans” in December 2009. The statement establishes standards for the measurement and
financial reporting of actuarially determined information by agent employers with individual-employer
OPEB plans that have fewer than 100 total plan members and by the agent multiple-employer OPEB
plans in which they participate.

GASB issued Statement No. 58, “Accounting and Financial Reporting for Chapter 9 Bankruptcies” in
December 2009. This Statement establishes accounting and financial reporting standards for all
governments that have petitioned for relief under Chapter 9 of the U.S. Bankruptcy Code or have been
granted relief under the provisions of Chapter 9 including governments that enter into bankruptcy and not
expected to emerge as a going concern.

GASB issued Statement No. 59, “Financial Instruments Omnibus” in June 2010. The objective of the
Statement is to update and improve existing standards regarding financial reporting and disclosure
requirements of certain financial instruments and external investment pools for which significant issues have
been identified in practice.

GASB issued Statement No. 60, “Accounting and Financial Reporting for Service Concession Arrangements”
in November 2010. The objective of this Statement is to improve financial reporting by addressing issues
related to service concession arrangements (SCAs), which are a type of public-private or public-public
partnership.

GASB issued Statement No. 61, “The Financial Reporting Entity: Omnibus-an amendment of GASB
Statements No. 14 and No. 34” in November 2010. The objective of this Statement is to improve financial
reporting for a governmental financial reporting entity.

The Borough does not prepare its financial statements in accordance with generally accepted accounting
principles. Unless these new standards are incorporated into the other comprehensive basis of accounting
that is utilized by the Borough through legislation or rulemaking they will not become part of the
standards followed by the Borough for financial reporting.

Comparative Data

Comparative data for the prior year has been presented in order to provide an understanding of changes
on the Borough’s financial position and operations. However, comparative data has not been presented in
each of the statements since their inclusion would make the statements unduly complex and difficult to
read.
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Note 3: DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION

A. Summary of Municipal Debt for Capital Projects

Issued:

General:
Bonds & Notes
Water & Sewer Util:
Bonds & Notes

Total Debt Issued

Net Debt Issued

Authorized but not Issued:

General:
Bonds & Notes
Water & Sewer Util:
Bonds & Notes

Total Authorized but
not Issued

Net Bonds & Notes Issued
and Authorized but not
Issued
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NOTES TO FINANCIAL STATEMENTS

YEAR 2010 YEAR 2009
2,388,000.00 2,312,500.00
2,416,000.00 2,156,400.00
4,804,000.00 4,468.900.00
4,804,000.00 4,468,900.00

593,623.97 894,123.97
791.070.64 1,210,670.64
1,384,694.61 2,104.794.61
6.188,694.61 6,573,694.61




Note 3:

NOTES TO FINANCIAL STATEMENTS

DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION (CONTD.)

Summary of Municipal Debt for Capital Projects {Cont'd.)

Summarized below are the Borough's individual bond and loan issues which were outstanding
at December 31, 2010 and 2009:
010

[
[=
=
D

General Debt:

$2,125,000 General Improvement Bonds
Series 2004, due in annual installments of
$240,000 to $95,000 through September 15, 2019,
interest at 2.50% to 4.00%

75 ]

920,000.00 $ 1,145,000.00

$230,000, Pension Refunding Bonds
Series 2004, due in annual installments of
$150,000 to $30,000 through September 15, 2013,
interest at 4.65% to 5.20% 320,000.00 320,000.00

$1,148,000 General Improvement Bonds
Series 2010, due in annual installments of
$300,000 to $83,000 through July 15, 2030,
interest at 2.25% to 4.00% 1,148,000.00

$847,500, Bond Anticipation Notes issued
June 7,2009, due June 7, 2010 at
interst of 3.84%. The notes were originally issued
on June 7, 2006. 847,500.00

Total General Debt 2,388,000.00 2,312,500.00

Utility Debt:

$1,775,000 Water & Sewer Utility Bonds
Series 2004, due in annual installments of
$180,000 to $90,000 through September 15, 2019,
interest at 3.00% to 4.00% 1,050,000.00 1,210,000.00

$1,366,000 Water & Sewer Utility Bonds
Series 2010, due in annual installments of
$55,000 to $86,000 through July 15, 2030,
interest at 2.25% to 4.00% 1,366,000.00

$1,002,400, Bond Anticipation Notes issued
June 7,2009, due June 7, 2010 at
interst of 3.84%. The notes were originally issued
on June 7, 2006, 946,400.00

Total Utility Debt 2,416,000.00 2,156,400.00

Total Debt Issued and Qutstanding 3 4,804,000.00 $ 4,468,900.00
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Note 3:

A.

NOTES TO FINANCIAL STATEMENTS

DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION (CONTD.)

Summary of Municipal Debt for Capital Projects (Cont'd.)

Summarized below are the Borough's individual bond issues which were outstanding at December 31, 2010:

AMOUNT AMOUNT INTEREST FINAL
ISSUED OUTSTANDING RATE MATURITY

General Improvement Debt:
General Improvement Refunding

Bonds of 2004 2,125,000.00 §  520,000.00 2.5-4.0% 2019
2004 Pension Refunding Bonds

of 2004 320,000.00 320,000.00  4.65-52% 2013
General Improvement Refunding

Bonds of 2010 1,148,000.00 1,148,000.00  2.25-4.0% 2030
Total Bonded General. Improv. Debt 2,388,000.00
Utility Debt:
Water & Sewer Refunding Bonds

of 2004 1,775,000.00 1,050,000.00 2.5-4.0% 2019
Water & Sewer Refunding Bonds

of 2010 1,366,000.00 1,366,000.00  2.25-4.0% 2030
Total Bonded Utility Debt 2,416,000.00
Total Bonded Debt Issued and Qutstanding 3 4,804,000.00
Summary of Statutory Debt Condition - Annual Debt Statement
The summarized statement of debt condition which follows is prepared in accordance with the
required method of setting up the Annual Debt Statement and indicates a statutory net debt of:

2010 Gross Debt Deductions Net Debt
Regional School District Debt $4,224.146.95 $4,224,146 .95 $
Water & Sewer Utility Debt 3,207,070.64 3,207,070.64
General Deht 2,981,623.97 2,981,623.97
$10,412,841.56 $7.431,217.59 $2,981,623.97

Net Debt $2,981,623.97 Divided by Equalized Valuation Basis per N.J.S.A. 40A:2-2 as amended
$512,964,262 = 0.64%.
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NOTES TO FINANCIAL STATEMENTS

Note 3: DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION (CONTD.)

B.

Summary of Statutory Debt Condition - Annual Debt Statement (Cont'd.)

2010

Equalized Valuation Basis

2008 Equalized Valuation Basis of Real Property 514,674,173.00
2009 Equalized Valuation Basis of Real Property 522,779,603.00
2010 Equalized Valuation Basis of Real Property 501,439,010.00
Average Equalized Valuation 3 512.964,262.00

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

3 1/2% of Equalized Valuation Basis Municipal 17,953,749.17
Net Debt 3,281,623.97
Remaining Borrowing Power 3 14,672,125.20

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

009 Gross Debt Deductions Net Debt
Regional School District Debt $4,729,011.60 $4,729,011.60 3
Water & Sewer Utility Debt 3,367,070.64 3,367,070.64
General Debt 3,206,623.97 3,206,623.97
$11,302,706.21 $38.096,082.24 $3,206,623.97

Net Debt $3,206,623.97 Divided by Equalized Valuation Basis per N.J.S.A. 40A:2-2 as amended
$512,109,793.33 =0.63%.

Equalized Valuation Basis

2007 Equalized Valuation Basis of Real Property 498,875,604.00
2008 Equalized Valuation Basis of Real Property 514,674,173.00
2009 Equalized Valuation Basis of Real Property 522,779,603.00
Average Equalized Valuation b 512,109,793.33

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

3 1/2% of Equalized Valuation Basis Municipal 17,923,842.77
Net Debt $3,206,623.97
Remaining Borrowing Power b 14,717,218.80

-38-



Note 3:

B.

NOTES TO FINANCIAL STATEMENTS
DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION (CONT'D.)

Summary of Statutory Debt Condition - Annual Debt Statement (Cont'd.)

Calculation of "Self-Liquidating Purpose"
Water and Sewer Utility Per N.J.S.A. 40A:2-45

201

The calculation of "Self-Liquidating Purpose" for the Water and Sewer Utility, per N.J.S.A.
40A:2-45 is as follows:

Cash Receipts from Fees, Rents or Other

Charges for Year 3 1,202,836.54
Deductions:
Operating & Maintenance Cost 984,897.00
Debt Service Per Water & Sewer Acct. 207.107.37
Total Deductions 1,192,004.37
Excess in Revenues $ 10,832.17

Deduction of Self-Liquidating Utility Debt for Statutory Net Debt (N.J.S.A. 40A:2-45)

The difference between the excess in revenues for debt statement purposes and the
statutory cash basis for the Water and Sewer Utility is as follows:

Excess in Revenues - Cash Basis (D-1) 3 38,011.32
Add:
Refunds of Prior Year Revenues 5,839.16
5,939.16
43,950.48
Less:
Unexpended Balance of Appropriation Reserves 33,118.31
33,118.31
Excess in Revenues S 10,832.17

-39.



NOTES TO FINANCIAL STATEMENTS

Note 3: DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION (CONT'D.)

B. Summary of Statutory Debt Condition - Annual Debt Statement (Cont'd.)

Calculation of "Self-Liquidating Purpose"
Water and Sewer Utility Per N.J.S.A. 40A:2-45

2009

The calculation of "Self-Liquidating Purpose" for the Water and Sewer Utility, per N.J.S.A.

40A:2-45 is as follows;

Cash Receipts from Fees, Rents or Qther

Charges for Year 3 1,237,223.44
Deductions:
Operating & Maintenance Cost 973,536.14
Debt Service Per Water & Sewer Acct. 223,864.51
Total Deducticns 1,197,400.65
Excess in Revenues b 39,822.79
Deduction of Self-Liquidating Utility Debt for Statutory Net Debt (N.J.S.A. 40A:2-45)
The difference between the excess in revenues for debt statement purposes and the
statutory cash basis for the Water and Sewer Utility is as follows:
Excess in Revenues - Cash Basis (D-1) 5 60,263.33
Add:
Capital Improvements 56,000.00
Refunds of Prior Year Revenues 1,004.79
57.004.79
117,268.12
Less:
Unexpended Balance of Appropriation Reserves 77,445.33
77.445.33
Excess in Revenues 3 39,822.79
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NOTES TO FINANCIAL STATEMENTS

Note 3: DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION (CONTD.)

C. Schedule of Annual Debt Service for Principal and Interest
for Bonded Debt Issued and Gutstanding at December 31, 2010
Calendar General Water and Sewer Utility

Year Principle Interest Principle Interest Total

2011 $ 240,000.00 § 110,82141 § 155,000.00 $ 86,34547 % 592,166.88
2012 250,000.00 76,692.50 180,000.00 76,060.00 582,752.50
2013 170,000.00 66,125.00 165,000.00 70,041.25 471,166.25
2014 145,000.00 60,290.00 170,000.00 65,172.50 440,462.50
2015 150,000.00 55,683.75 175,000.00 59,941.25 440,625.00
2016 155,000.00 50,926.25 185,000.00 54,496.25 44542250
2017 160,000.00 45,801.25 190,000.00 48,583.75 444,385.00
2018 165,000.00 40,251.25 200,000.00 42.096,25 447,347.50
2019 170,000.00 34,151.25 205,000.00 34,871.25 444 022.50
2020 60,000.00 28,251.25 60,000.00 28,571.25 176,822.50
2021 60,000.00 26,301.25 60,000.00 26,621.25 172,922.50
2022 65,000.00 24,188.75 65,000.00 24,508.75 178,697.50
2023 65,000.00 21,878.13 65,000.00 22,193.13 174,071.26
2024 70,000.00 19,426.25 70,000.00 19,746.25 179,172.50
2025 70,000.00 16,845.00 70,000.00 17,165.00 174,010.00
2026 75,000.00 14,079.38 75,000.00 14,399.38 178,478.76
2027 75,000.00 11,173.13 75,000.00 11,493.13 172,666.26
2028 80,000.00 8,120.00 80,000.00 8,440.00 176,560.00
2029 80,000.00 4,920.00 85,000.00 5,140.00 175,060.00
2030 83,000.00 1,660.00 86,000.00 1,720.00 172,380.00

$ _ 2,388,000.00 § 71758580 $ 2,416,000.00 § 717.606.11 §  6,239,191.91
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NOTES TO FINANCIAL STATEMENTS

Note 4: DEFERRED COMPENSATION

The Borough of Pennington Deferred Compensation Plan was established pursuant to Section 457 of the
Internal Revenue Code and the provisions of N.I.S.A. 43:15B-1. The Plan is an arrangement whereby a
public employer may establish a plan and permit its employees to voluntarily authorize a portion of their
current salary to be withheld and invested in one or more the types of investments permitted under the
governing regulations. The Borough has engaged a private contractor to administer the plan.

Note 5: FUND BALANCES APPROPRIATED

Fund Balances at December 31, 2010 and 2009 were appropriated and included as anticipated revenue in
their own respective funds for the year ending December 31, 2010 and 2009 were as follows:

Balance Utilized in Balance Utilized in
December 31, 2010 2011 Budpet December 31, 2009 2011 Budget

Current Fund $555,625.94 $320,091.53 $555,478.68 $284,323.00
Water and Sewer
Operating Fund 38.014.60 38,014.50 61,753.28 61,750.00

Note 6: DEPOSITS AND INVESTMENTS

State statutes set forth deposit requirements and investments that may be purchased by local units and the
Borough deposits and invests its funds pursuant to its policies and an adopted cash management plan.

Deposits

New Jersey statutes permit the deposit of public funds in institutions located in New Jersey, which are
insured by the Federal Deposit Insurance Corporation (FDIC) or by any other agencies of the United
States that insures deposits or the State of New Jersey Cash Management Fund. New Jersey statutes
require public depositories to maintain collateral for deposit of public funds that exceed insurance limits
to protect deposits from loss under the provisions of the Governmental Unit Deposit Protection Act
("GUDPA"). GUDPA was enacted in 1970 to protect Governmental Units from a loss of funds on
deposit with a failed banking institution in New Jersey.

N.J.S.A. 17:9-41 et. seq. establishes the requirements for the security of deposits of governmental units.
The statute requires that no governmental unit shall deposit public funds in a public depository unless
such funds are secured in accordance with the Act. Public depositories include Savings and Loan
institutions, banks (both state and national banks) and savings banks the deposits of which are federally
insured. All public depositories must pledge collateral, having a market value at least equal to five (5)
percent of the average daily balance of collected 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, to secure the deposits of governmental
units.

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 that
$25,000,000. If a public depository fails, the collateral it has pledged, plus the collateral of all other public
depositories, is available to pay the full amount of their deposits to the Governmental Units.
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NOTES TO FINANCIAL STATEMENTS

Note 6: DEPOSITS AND INVESTMENTS (CONT’D.)

At December 31, 2010 and 2009, the cash and cash equivalents and investments of the Borough on
deposit and on-hand consisted of the following:

2010 200
Cash (Demand Accts.) $2,671,467.40 $2,817,724.90
Change Funds (On-Hand) 115.00 115.00
Total $2,671,582.40 $2.817,839.90

Based upon GASB criteria, the Borough considers change funds; cash in banks, investments in
certificates of deposit and State of New Jersey Cash Management Fund as cash and cash equivalents. At
year-end, the carrying amount of the Borough’s deposits was $2,671,467.440 and the book balance was
$2,566,671.46. Of the bank balance, $543,906.33 was covered by Federal depository insurance and
$2,127,561.07 was covered under the provisions of NJGUDPA.

At December 31, 2010, the Borough has implemented the disclosure requirements of Governemental
Accounting Standards Board Statement No. 40 “Deposits and Investment Risk Disclosures” (GASB 40) and
accordingly the Borough has assessed the Custodial Risk, the Concentration of Credit Risk and Interest Rate
Risk of its cash and investments.

(a) Custodial Credit Risk — The Borough’s deposits are exposed to custodial credit risk if they
are not covered by depository insurance and the deposits are: uncollateralized,
collateralized with securities held by the pledging financial institution, or collateralized
with securities held by the pledging financial institution’s trust department or agent but not
in the depositor-governments name. The deposit risk is that, in the event of the failure of a
depository financial institution, the Borough will not be able to recover deposits or will not
be able to recover collateral securities that are in possession of an outside party. The
Borough’s investment securities are exposed to custodial credit risk if the securities are
uninsured, are not registered in the name of the Borough and are held by either: the
counterparty or the counterparty’s trust department or agent but not in the Borough’s name,
The investment risk is that, in the event of the failure of the counterparty to a transaction,
the Borough will not be able to recover the value of the investment or collateral securities
that in possession of an outside party.

(b) Concentration of Credit Risk — This is the risk associated with the amount of investments
the Borough has with any one issuer that exceeds 5 percent or more of its total investments.
Investment issued or explicitly guaranteed by the U.S. government and investments in
mutual funds, external investment pools, and other pooled investments are excluded from
this requirement.

(c) Credit Risk — GASB 40 requires that disclosure be made as to the credit rating of all debt
security investments except for obligations of the U.S. government or obligations explicitly
guaranteed by the U.S. government. This is the risk that an issuer or other counterparty to
an investment will not fulfill its obligations. In general, the Borough does not have an
investment policy regarding Credit Risk except to the extent outlined under the Borough’s
investment policy. The New Jersey Cash Management Fund is not rated.
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NOTES TO FINANCIAL STATEMENTS
Note 6: DEPOSITS AND INVESTMENTS (CONT’D.)

(d) Interest Rate Risk - This is the risk that changes in interest rates will adversely affect the
fair value of an investment. The Borough does not have a formal policy that limits
investment maturities as a means of managing its exposure to fair value losses arising from
interest rate fluctuations.

As of December 31, 2010, based upon the insured balances provided by the FDIC and NJGUDPA
coverage, no amounts of the Borough’s bank balance was considered exposed to custodial credit risk.

Investments

New Jersey statutes establish the following securities as eligible for the investment of Borough funds:

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

2. Government money market mutual funds;

3. Any obligation that a federal agency or a federal instrumentality has issued in accordance with an
act of Congress, which security has a maturity date not greater than 397 days from the date of

purchase, provided such obligation bear a fixed rate of interest not dependent on any index or
other external factor;

4. Bonds or other obligations of the Borough or bonds or other obligations of school districts of
which the Borough is a part and within which the school district is located;

5. Bonds or other obligations having a maturity date of not more than 397 days from the date of

purchase that are approved by the Division of Investment of the Department of Treasury for
investment by local units;

6. Local government investment pools;

7. Deposits with the State of New Jersey Cash Management Fund established pursuant to section 1
of P.L. 1997, c. 281 (C.52:18A-90.4); or

8. Agreements for the repurchase of fully collateralized securities, if:

The underlying securities are permitted investments pursuant to paragraphs (1) and (3);
the custody of collateral is transferred to a third party;

the maturity of the agreement is more than 30 days; and

the underlying securities are purchased through a public depository as defined in section
1 of P.L. 1970, ¢.236 (C.19:9-41) and for which a master repurchase agreement
providing for the custody and security of the collateral is executed.
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NOTES TO FINANCIAL STATEMENTS
Note 6: DEPOSITS AND INVESTMENTS (CONT’D.)

New Jersey Cash Management Fund — All investments in the Fund are governed by the regulations of the
Investment Council, which prescribe specific standards designed to insure the quality of investments and
to minimize the risks related to investments. In all the years of the Division of Investment’s existence,
the Division has never suffered a default of principal or interest on any short-term security held by it due
to the bankruptcy of a securities issuer; nevertheless, the possibility always exists, and for this reason a
reserve is being accumulated as additional protection for the “Other Than State” participants. In addition
to the Council regulations, the Division sets further standards for specific investments and monitors the
credit of all eligible securities issuers on a regular basis. As of December 31, 2010, the Borough had no
funds on deposit with the New Jersey Cash Management Fund. Based upon the existing deposit and
investment practices, the Borough is generally not exposed to credit risks, custodial credit risks,
concentration of credit risks and interest rate risks for its investments nor is it exposed to foreign currency
risks for its deposits and investments.

Note 7: ASSESSMENT AND COLLECTION OF PROPERTY TAXES

New Jersey statutes require that taxable valuation of real property be prepared by the Borough Tax
Assessor as of October 1 in each year and filed with the County Board of Taxation by January 10 of the
following year. Upon the filing of certified adopted budgets by the Borough, Regional School District,
County and Fire Districts, the tax rate is struck by the board based on the certified amounts in each of the
taxing districts for collection to fund the budgets. Pursuant to statute, this process is to be completed on

or before May 3, with a completed duplicate of the tax rolls to be delivered to the Borough Tax Collector
on or before May 13th.

Tax bills are prepared and mailed by the Collector of Taxes of the Borough annually and set forth the
final tax for the tax year. The bill contains a credit for preliminary amounts billed or previously with the
balance payable in equal installments on August 1% and November 1st of the tax year. In addition, the
property owner receives a preliminary bill for the succeeding year based on one half of the prior year's
tax. The preliminary payments are due and payable on February 1st and May 1st. The New Jersey
Statutes allow a grace period of 10 days for each payment period and the Borough granted this option to
taxpayers. Taxes become delinquent if not paid on the installment dates and become subject to interest
penalties of 8% to 18% of the amount delinquent, and if a delinquency (including interest) is in excess of
$10,000.00 and remains in arrears after December 31, an additional flat penalty of 6% may be charged
against the delinquency. If taxes are delinquent on or after April 1st of the succeeding year, the
delinquent amount is subject to "Tax Sale" which places a tax lien on the property allowing the holder to
enforce the tax lien by collection or foreclosure. New Jersey property tax laws establish a tax lien on real
estate as of January 1st of the current tax year even though the amount due is not known.
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NOTES TO FINANCIAL STATEMENTS
Note 8: PENSION AND RETIREMENT PLANS

Employees of the Borough of Pennington are enrolled in one of two cost sharing multiple-employer
public employee retirement systems: the Public Employees Retirement System (PERS) or the Police and
Firemen's Retirement System (PFRS). The Division of Pensions in the Department of Treasury, State of
New Jersey, administers the PERS and PFRS plans. The plans are funded annually based on the
projected benefit method with aggregate level normal cost and frozen initial unfunded accrued liability.
The plans, which cover public employees throughout the state, do not maintain separate records for each
reporting unit and, accordingly, the actuarial data for the employees of the Borough who are members of
the plans are not available. The contributions for the years ended December 31, 2010 and 2009, exclusive
of contributions from employees were $65,486 and $58,093, respectively for PERS and $72,982 and
$73,806 respectively for PFRS. The contributions for PERS and PFRS for 2011 are $80,665 and $93,625
respectively.

The State of New Jersey, Department of the Treasury, Division of Pensions and Benefits issues publicly
available financial reports that include the financial statements and required supplementary information
for PERS and PFRS. These financial reports may be obtained by writing to the State of New Jersey,
Department of the Treasury, Division of Pensions and Benefits, P.O. Box 295, Trenton, NJ 08625-0295.

Note 9: POST RETIREMENT HEALTH BENEFITS

The Borough of Pennington contributes to the State Health Benefits Program (SHBP), a cost-sharing,
multiple-employer defined post-employment healthcare plan administered by the State of New Jersey
Division of Pensions and Benefits. SHBP 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. SHBP provides medical, prescription drugs, mental health/substance abuse, and Medicare Part B
reimbursement to retirees and their covered dependents.

The SHBP was extended to employees, retirees, and dependents of participating local public employers in
1964. Local employers must adopt a resolution to participate in the SHBP. On July 1, 1965 the Borough
of Pennington authorized participation in the SHPB’s post-retirement benefit program through a
resolution approved by the Council. The Borough of Pennington covers all retirees with the following
requirements: fifteen years of service and the age of sixty-two, and twenty-five years of service or a
disability retirement. All active full-time employees are covered by the SHBP.

The State Health Benefits Commission is the executive body established by statute to be responsible for
the operation of the SHBP. 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 SHBP. That report 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 contribute 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. Currently there is no cost-sharing requirement for retirees.

The Borough of Pennington contributions to SHBP for the years ended December 31, 2010 and 2009
were $44,878.56 and $40,285.90 respectively, which equaled the required contributions for each year.
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NOTES TO FINANCIAL STATEMENTS
Note 10: ACCRUED SICK AND VACATION BENEFITS

The code of the Borough of Pennington sets forth the terms under which an employee may accumulate
unused benefits. The amount of vacation time that may be accrued and carried forward is generally
limited to a single year's benefit. Sick time may be accumulated for use at a later date. Upon separation
from service in good standing. employees are entitled to payment for accumulated but unused vacation
pay. Accumulated sick pay is not compensable upon separation of service.

Note 11:  RISK MANAGEMENT

The Borough, together with other governmental units, is a member of the Mid Jersey Municipal Joint
Insurance Fund (the Fund). The Fund. 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 1o established limits and deductibles. Payments to the Fund are calculated by
the Fund’s governing board based upon actuarial and budgetary requirements. Each participant in the
Fund is jointly and severably obligated for any deficiency in the amount available to pay all claims. The
Joint Insurance Fund insures against property damage, general liability, auto liability, equipment liability,
law enforcement liability and workers compensation. While additional assessments or premiums can be
levied by the Fund to assure payment of the Fund’s obligations, no such additional premiums have been
necessary as of December 31, 2010. The Fund will be self-sustaining through member premiums,
reported as an expenditure in the Borough's financial statements. The Fund contracts for excess liability
insurance for property damage, general liability, auto liability, equipment liability, law enforcement
liability and workers® compensation. The Borough continues to carry commercial insurance for other
risks of loss, principally employee health insurance.

Note 12:  COMMITMENTS AND CONTINGENCIES

As at the date of this report the Borough had litigation pending or threatened. The inventory of cases
includes claims, which are covered and defended through the Mid Jersey Municipal Joint Insurance Fund
(Note 12). On August 10, 2009, the Appellate Division issued an opinion reversing the Tax Court and
granting tax exempt status to Presbyterian Homes at Pennington, Inc. for its Stonybrook facility. The
Borough has filed a motion for reconsideration and is considering additional actions. However, in the
event of an unfavorable outcome, the Borough would be exposed to a claim for a refund of 2002 property
taxes in an amount that would be material in relation to the financial statements taken as a whole. Other
claims remain unfiled or are in discovery, and neither the likelihood nor the financial impact of adverse
results can be assessed at this time.

Note 13: INTERFUNDS

The following Interfund balances remained on the balance sheet at December 31, 2010:

Interfund Interfund
Fund: Receivables Payables
Current Fund $9.96 $0.00
Grant Fund 40,000.00
Animal Control Fund 9.96
Water Sewer Operating Fund 24,895.00
Water Sewer Capital Fund 24,895.00
General Capital Fund 40,000.00 0.00
Totals $64,904.96 $64,904.96
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NOTES TO FINANCIAL STATEMENTS

Note 15: LEASE OBLIGATIONS
The Borough is obligated under a lease agreement with the State of New Jersey for copiers. Each copier
lease has a specified end date. There is an annual lease payment for each copier with an additional charge

for overage on the number of copies permitted based on a monthly minimum for each copier. The total
amounts of lease payment requirements during 2010 were charged to the 2010 Municipal Budget.

Note 16: SUBSEQUENT EVENTS

Subsequent events were evaluated of the date of the audit report. There were no subsequent events
required to be reported.
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DEPARTMENT

Tax Collector

SCHEDULE OF CHANGE FUNDS

CURRENT FUND
BALANCE BALANCE
DEC. 31, 2009 DEC. 31,2010
$115.00 $115.00
$115.00 $115.00
Ref. A A
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Exhibit - A-7

SCHEDULE OF DUE FROM STATE OF NEW JERSEY
PER CH. 73, PL. 1976 - CURRENT FUND

Balance - December 31, 2009

Increased by:
Allowable Deductions Per Tax Billings (Abstract)

Decreased by:
Collection
2010 Deductions Disallowed by Collector

Balance - December 31, 2010

Analysis of Realized Revenue for 2010:

Deductions Allowed Per Tax Billings
2010 Deductions Disallowed by Collector

Realized as Revenue - 2010

REF.

A-T

A-6

$995.00
20,500.00
20,500.00
21,495.00
20,500.00
250.00
20,750.00
$745.00
20,500.00
(250.00)
$20,250.00
$20,250.00




Exhibit - A-8

SCHEDULE OF PROPERTY ACQUIRED FOR TAXES
(AT ASSESSED VALUATION)

CURRENT FUND
REF.
Balance - December 31, 2009 A $17,810.00
Balance - December 31, 2010 A $17,810.00
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Exhibit A-11
CURRENT FUND
STATEMENT OF INTERFUNDS RECEIVABLE/ PAYABLE

Cash
01/01/10 Receipts Adjustments 12/31/10

Interfunds:

Grant Fund b (67,740.00) § 67,740.00

Animal Control Trust Fund (9.96) (9.96)

General Capital Fund (25,373.99) 25,373.99

Interfunds Receivable (93,113.99) (9.96)
Total b (93.113.99) § 93,113.99 § (9.96) § (9.96)

Ref, A A-4 Reserve A
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SCHEDULE OF PREPAID TAXES - CURRENT FUND

REF.
Balance - December 31, 2009 A
Increased by:
2011 Taxes Prepaid A-4
Decreased by:
Applied to 2010 Taxes Receivable A-6
Balance - December 31, 2010 A

SCHEDULE OF TAX OVERPAYMENTS - CURRENT FUND

REF,
Increased by:
Cash Received A-4
Balance - December 31, 2010 A
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$54,505.09

63.196.82

117,701.91

54,505.09

$63.196.82

Exhibit - A-14

6.687.18

56,687.18
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Exhibit A-17
GRANT FUND
STATEMENT OF INTERFUNDS RECEIVABLE/ PAYABLE

Cash
01/01/10 Disbursements 12/31/10

Interfunds:

Current Fund $ 67,740.00 $ (67,740.00) $ -

General Capital Fund 40,000.00 40,000.00

Interfunds Payable 107,740.00 40,000.00
Total 3 107,740.00 $ (67,740.00) $ 40,000.00

Ref. A A-4 A
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SCHEDULE OF RESERVE FOR STATE AND FEDERAL GRANTS
UNAPPROPRIATED
GRANT FUND

COLLECTED BALANCE

GRANTS 2010 DEC. 31,2010
Body Armor Replacement Fund $ 973.08 § 973.08
Solid Waste Recycling 3,858.89 3,858.89

$ $4.831.97 § $4,831.97

Ref. A4 A
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TRUST FUND
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Exhibit B-1

TRUST FUNDS
SCHEDULE OF CASH AND RESERVE ACTIVITY
Balance Cash Balance
12/31/09 Receipts Disbursements Adjustments 12/31/10

Animal Controi:

Due Current Fund 9.96 9.96

Due NIJ - State License Fees 337.80 {337.80) -

Animal Control Reserves 2,350.26 1,959.90 (1,253.00) (9.96) 3,047.20
Total 2,350.26 2,297.70 (1,590.80) - 3,057.16
Trust - Other Funds:

Due from Current Fund =

Unemployment Claims 23,129.13 66.13 (1,343.11) 21,852.15

Affordable Housing 327,985.72 16,570.94 (958.75) 343,601.91

Recreation Funds 800.29 1,278.00 (402.00} 1,676.29

Law Enforcement Trust 3,152.66 3,152.66

Public Defender £80.00 (750.00) 130.00

Shade Tree 1,290.00 1,290.00

POAA 1,128.00 76.00 1,204.00

Verizon 100.00 100.00

Tax Sale Premium 5,100.00 5,100.00

Police Donations 2,012.60 2,012.60

Open Space Preservation Fund 373,507.02 52,865.54 (6,164.00) 420,208.56

Developer Escrow Funds 708,789.48 22.524.38 (692,764.31) 38,549.55
Total 1,438,746.24 102,513.65 (702,382.17) - 838,877.72
Total 1.441.096.50 104.811.35 (703,972.97) - 841.934.88

Ref, B B
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Exhibit - B-2

SCHEDULE OF RESERVE FOR ANIMAL CONTROL FUND EXPENDITURES

ANIMAL CONTROL FUND
Municipal License Fees Collected:
Year Amount
2008 1,369.50
2009 1,677.70
$3,047.20

Footnote: N.J.S.A. 4:19-15.11

..... there shall be transferred from such special account to general funds of the municipality
any amount then in such special account which is in excess of the total amount paid into such
special account during the last two fiscal years next preceeding."

-69 -



GENERAL CAPITAL FUND
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SCHEDULE OF GENERAL CAPITAL FUND
CASH AND INVESTMENTS - TREASURER

Balance - December 31, 2009

Increased by:
Fund Balance
Bonds
Capital Improvement Fund

Decreased by:
BANS Redeemed
Due from Current Fund
Improvement Authorizations

Balance - December 31, 2010

-71 -

REF.

!
.

oYe!
oo Ln

Exhibit - C-2

$22,019.24

467.86
1,148,000.00
12,500.00
1,160,967.86
1,182,987.10
847,500.00
25,373.99
159,273.20
1.032,147.19
$150.839.91




Ord.
No.

1994-9

1995-9
2003-9
2004-11

2005
2006-13
2007-10
2009-01

ANALYSIS OF GENERAL CAPITAL FUND

Exhibit - C-3

CASH AND INVESTMENTS
BALANCE BALANCE
DEC. 31, 2009 DEC. 31,2010
Fund Balance $4,040.76 $ 4,508.62
Capital Improvement Fund 37,378.45 49.878.45
Reserve for Encumbrances 147,900.00
Due from Grant Fund (40,000.00) (40,000.00)
Due to/from Current Fund 25,373.99
IMPROVEMENT AUTHORIZATIONS:
General Improvemenits:
Reconstr. of Princeton Ave.
Collection System (523.97) (523.97)
Pub. Works Vehicles & Equip. (15,000.00)
Var. Capital Improvements (79,150.65) 43,4859.34
Amend Ord. 99-4 Purch. Of land
Const. PW Building 74,585.86 66,765.81
Acqui. Of PW Vehicles 2,676.80 2,110.13
Acqui. Of Leaf Loader 2,485.00 2,485.00
Acqui. Of Backhoe 2,253.00 2,253.00
Acqui. Of Garbage Truck {140,000.00) 19,873.53
$22,019.24 $150,839.91
Ref, C-2 C-2
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SCHEDULE OF DEFERRED CHARGES TO FUTURE TAXATION - FUNDED

GENERAL CAPITAL FUND
Ref.
Balance - December 31, 2009 C $1,465,000.00
Increased by:
Serial Bonds Issued C-7 1,148,000.00
2,613,000.00
Decreased by:
General Serial Bonds
Paid by Budget Appropriation C-9 225,000.00
Balance - December 31, 2010 C $2,388,000.00
SCHEDULE OF DUE TO/FROM CURRENT FUND
GENERAL CAPITAL FUND
Ref.
Balance - December 31, 2009
Due to Current Fund C $25,373.99
Decreased by:
Disbursed C-2 $25,373.99
SCHEDULE OF DUE FROM GRANT FUND
GENERAL CAPITAL FUND
Ref.
Balance - December 31, 2009 C $40,000.00
Balance - December 31, 2010 C $40,000.00

-73-

Exhibit - C-4

Exhibit - C-5

Exhibit - C-6



J 0 o)
00°001°€65% L6ETSS L6'LTIE6SS 00000 BPL'TS LEETO LIS FET
00005191 00°005 191 Yoni], oBeqrn jo uomsmbay  [0-6002
00°005'LS 00°005'LS SI[OIRA Md JO uonismbay  [-600T
00°00C'06L 00°000'06L PURTJO "Yoind $-66 PO puIWY  [1-007
00°001'€6¢ 00°001°£65 00°000'rT1 00°001°LIL swawaaoudwy jende) Tep  60-£00T
00°'000°S1 00700051 S2IMYXI] 7§ AIMNLIN]
¥ SAPIYIA MJCJ0 sBYDINg  C6-6/S6F
LE'ETSS L6'ETSS LG6'ETSS WasAG 19M3G ATRNUBS JO NSUOD 9LT
"HINY AOUIAT SAANLI DI0Z "TE2ad aganNnd 600Z 1t 03d NOILATMDS3d  INAWHAOUdNI  FHdINNN
"ANIdXANI -aNHdXH FINVIVE SHDUVHD AONVIVE ADNVNITIO
010z 1€ 0ad AIIEE4ad OL
TONVIVE 40 SISATVYNY ATIIIISNVIL
NN TVLIdVD IV gANgD

L-0 - uquyxy

JIAANNANN - NOLLVX VL TNLNA OL SEOYVHD GH¥dd490 40 ATNAIHIS

-74 -



o] o] (4] o] 0 0 BERT

00001°€65  § IB'9L6'9EI S OTELT6SI  § 007006 LbI ITCE0PEL S ORFIVL $
£5°EL861 L¥9TST6V 00°006°L¥1 00005712 00°000°0L1 60/T1/T
00°€52°T 00EST'T 00700051 LO/S1/TL
00°S8Y'T 00°S8+'2 00°000°72
£1o11'T L9°99€ 08'9.9°C 00°005°Z01
18'59L°99 SO'0TR'L 98°CRS'PL 00°000°000°1

00°001°€65 PE6RY'EY 10°09€°'1 SE6H6'LEY 007005 #SL

[ERIERNT TIaNNd TIDUvVHD 60/TE/T JIANITAND agaNnd INNOWY Tvd

0102°1€ D3Q O drvd  aHdggaNNONG 600Z '1£ D3Q FONVNITUO
AINVIVE HONVIVE
ANNT TVLIdVD TV UANAD

8-0 - 1qiyxy

SNOLLVZIMOHLNY LNIWIAOUIWI 40 ATNTITHOS

}orul 2Fequen) Jo vonismboy
aoyoeg jo uenismboy
1apeo Jea] Jo uonismboy
S3|2NY2A Md JO uohismboy

Ip1g md 15u0)
PUET "YoInd p-66 ‘PLO PUsWY

siuswasoldurf jeyden fep

SIBIA0IA ] [eIouary

NOILLdIIDSAd LNIWIAOYdNI

10-600T
01-L00T
£1-900T

01-5002

11-+002
60-£002

‘ON
‘adao

-75-



o] 2 TJ o] BET

00'000°88ET $00°000°STC  $ 000008PIL $00000S9FT
00000 8T 1 00000°8FT°I %000 00-000'E8 0E/S1/L

%000+ 00000°08 6TSIIL

%000t 00000708 BE/SI1/L

%45L8°E 00'000°SL LTUSUL

Y4SLB'E 00'000°SL UL

%0SL'E 00'000°0L SUSLL

%ST9'E 00°000°0L PUSIIL

%STOE 007000759 EeST/L

%005°€ 00'000°5% TUSL

240STE 00°000°09 LTSt

%057 € 00/000'09 0TSIL

%000°€ 007000'5L G1/S1IL

%000°€ 0000059 81/S1/L

%0SL'T 00000'09 L1SIIL

%005' 00'000°08 QIS

%005°T 00°000°¢H SL/SIL

%0052 000000 FISLL

%0SE T 00°000°0€ £1/ST/L o1/1/9 spuog ‘aosdw] [e13u3an) 0107
00'000'0ZE 00°000°0Z€ %00Z'S 00°'000°0€ E1/51/6

%056 00°000°0%1 ZI/51/6

%059+ 00'000'05 1 II/51/6  000°0ZES #0/1/2  spuof Fuipumyay ualsuad H00T
00°000°026 00000'ZT 00000°SPIIS  %000Y 00000'56 6145176

%000 ¥ 00000'001 21/51/6

%405L°¢ 00'000'001 LIS

%005 € 00000501 91/51/6

%001 € 00°000°501 SIST/6

YSLE'E 00°000°501 ¥I5L/6

%STIE 00°000°011 EL/S1/6

%000°€ 00°000°011 Tl

%000'€ 00'000'06 11/S1/6

%000 € 00'000'sz2 01/51/6

YSLET 00°000°0ET 60/S1/6

°%001°T 00°000°0FT 80/51/6

%008T 00000°691 LO/SIIS  000'STUZS  RO/I/T spuog SuIputyay +00T
OICTTE Jad = SASvauodd  SASvadoNl  600¢ 1t o3d qIve INNORY HIVO INNOWY  Hivd ssoding

JONVIVE

60 - QX

HONVIVE LSTYALNI

DI0C Tt dHamdoad 4SS TVNIDRO
DNIONVLSLNO
SANOH 40 SHLLNNAIVIN

AN TVLIAVO TYVHINGD

ATEVAVd SANOM TVYIYIS 40 I1NAAHOS

-76-



Exhibit - C-10

SCHEDULE OF CAPITAL IMPROVEMENT FUND

GENERAL CAPITAL FUND
REF,
Balance - December 31, 2009 C $37,378.45
Increased by:
Budget Appropriation Cc-2 12,500.00
Balance - December 31, 2010 C

$49.878.45
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WATER AND SEWER UTILITY FUND
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Exhibit - D-6

ANALYSIS OF WATER AND SEWER UTILITY CAPITAL CASH AND INVESTMENTS

ORD.
NO.

428
98-22

526
98-3

97-3
98-18

03-08
07-10

07-09

Fund Balance

Capital Improvement Fund
Due to Water/Sewer Operating
Reserve for Encumbrances

IMPROVEMENT
AUTHORIZATIONS

Tank and Appurtenances,
Replacement of Water Mains

Improv, To Water Supply System
Underground Tank Removal
Improv. To Water Supply System

Inflow & Infiltration
Study & Remediation

Var. Water/Sewer Improv.
Acquisition of Backhoe

Var. Water/Sewer Improvements

() Denotes Deficit or Deduction

BALANCE BALANCE
DEC. 31, DEC. 31,
2009 2010
$ 9644693 $
123.55 123.55
24,895.00
135,941.78 413,918.00
(10,670.64) (10,670.64)
29,067.58 23,835.20
(88,498.02)
58,135.37 37,241.62
9,012.00 9,012.00
(40,621.26) (49,550.96)
$ 18893729 $  448.803.77
D D
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Exhibit - D-7

SCHEDULE OF CONSUMER ACCOUNTS RECEIVABLE
WATER AND SEWER UTILITY OPERATING FUND

REF.
Balance - December 31, 2009 D $80,531.16
Increased by:
Water and Sewer Utility Billings (Net) Reserve 1,148,207.48
1,228,738.64
Decreased by:
Collected D-1, D-3 1,117,296.45
Balance - December 31, 2010 D $111,442.19
Exhibit - D-8
SCHEDULE OF DUE FROM WATER/SEWER CAPITAL
WATER AND SEWER UTILITY OPERATING FUND
REF.
Increased by:
Accrued Interest due from Water/Sewer Capital D-14 24,895.00
Balance - December 31, 2010 D $24,895.00
Exhibit - D-9

SCHEDULE OF WATER/SEWER RENTS OVERPAYMENTS
WATER AND SEWER UTILITY OPERATING FUND

REF.
Increased by:
Cash Receipts D-5 $800.67
Balance - December 31, 2010 D 3$800.67
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SCHEDULE OF FIXED CAPITAL
WATER AND SEWER UTILITY CAPITAL FUND

ACCOUNT

Reservation Land

Other Source-of-Supply Land
Springs & Wells

Collecting Reservoirs

Chemical Treatment Plant
Pumping Station Structures
Electric Power Pumping Equipment
Other Power Pumping Equipment
Miscellaneous Pumping Equipment
Transmission Mains & Accessories
Storage Reservoirs, Tanks & Standpipes
Distribution Mains & Accessories
Service Pipes & Stops

Meters, Boxes and Vaults, etc.

Fire Hydrants & Cisterns

General Equipment

Engineering & Superintendence
Legal Expense

Interest During Construction
Miscellaneous

Water Wells

Buildings & Improvements
Vehicles

Ref.

Exhibit - D-10

ADDITIONS

BALANCE BY BALANCE
DEC.31,2009 ORDINANCE DEC. 31,2010
$1,677.31 $1,677.31
2,158.32 2,158.32
22,288.98 22,288.98
13,791.27 13,791.27
8,509.32 8,509.32
28,208.02 28,208.02
42,477.53 42,477.53
2,723.03 2,723.03
3,481.77 3,481.77
14,990.47 14,990.47
194,194.00 194,194.00
2,062,915.50 619,235.89 2,682,151.39
6,419.97 6,419.97
17,627.11 17,627.11
7,438.34 7,438.34
940.20 940.20
581,439.09 581,439.09
10,200.35 10,200.35
3,703.82 3,703.82
51,409.65 51,409.65
1,296,420.26 1,296,420.26
500,000.00 500,000.00
69,888.00 69,388.00
4,942,902.31 619.235.89 5,562,138.20

D D-10 D

The Fixed Capital, as reported, is taken from the Borough records and does not necessarily

reflect the true condition of such Fixed Capital.
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SCHEDULE OF ACCRUED INTEREST ON BONDS AND NOTES

WATER AND SEWER UTILITY OPERATING FUND

Balance - December 31, 2009

Increased by:
Accrued Interest Charged to:
2009 Budget Appropriations
Due from Sewer Capital

Decreased by:
Payment

Balance - December 31, 2010

Analysis of Balance - December 31, 2010:

Principal
Outstanding
Dec. 31, 2010

$155,000.00
180,000.00
110,000.00
105,000.00
105,000.00
105,000.00
100,000.00
100,000.00
90,000.00
55,000.00
65,000.00
70,000.00
80,000.00
90,000.00
100,000.00
115,000.00
60,000.00
60,000.00
65,000.00
65,000.00
70,000.00
70,000.00
75,000.00
75,000.00
80,000.00
85,000.00
86,000.00

— e

$2,416,000.00

Interest
Rate

3.000%
3.000%
3.125%
3375%
3.400%
3.500%
3.750%
4.000%
4.000%
2.250%
2.500%
2.500%
2.500%
2.750%
3.000%
3.000%
3.250%
3.250%
3.500%
3.625%
3.625%
3.750%
3.875%
3.875%
4.000%
4.000%
4.000%

REF.

From

9/15/10
9/15/10
9/15/10
9/15/10
9/15/10
9/15/10
9/15/10
9/15/10
9/15/10
6/1/10
6/1/10
6/1/10
6/1/10
6/1/10
6/1/10
6/1/10
6/1/10
6/1/10
6/1/10
6/1/10
6/1/10
6/1/10
6/1/10
6/1/10
6/1/10
6/1/10
6/1/10

To

12/31/10
12/31/10
12/31/10
12/31/10
12/31/10
12/31/10
12/31/10
12/31/10
12/31/10
12/31/10
12/31110
12/31/10
12/31/10
12/31/10
12/31/10
12/31/10
12/31/10
12/31/10
12/31/10
12/31/10
12/31/10
12/31/10
12131710
12/31/10
12/31/10
12/31/10
12/31/10

-87-

Period

3.5 mos.
3.5 mos.
3.5 mos.
3.5 mos.
3.5 mos.
3.5 mos.
3.5 mos.
3.5 mos.
3.5 mos.

7 mos.
7 mos.
7 mos.
7 mos.
7 mos.
7 mos,
7 mos.
7 mos.
7 mos.
7 mos.
7 mos.
7 mos.
7 mos.
7 mos.
7 mos.
7 mos.
7 mos.
7 mos.

Exhibit - D-14

3 24,041.70

47,107.37

24,895.10

96,044.17

39,354.23

3 36,689.94

—

Amount

$1,356.25
1,575.00
1,002.60
1,033.59
1,041.25
1,071.88
1,093.75
1,166.67
1,050.09
721.88
947.92
1,020.83
1,166.67
1,443.75
1,750.00
2,012.50
1,137.50
1,137.50
1,327.08
1,374.48
1,480.21
1,531.25
1,695.31
1,695.31
1,866.67
1,983.33

2,006.68

$36,689.94
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Exhibit - D-16
SCHEDULE OF RESERVE FOR CAPITAL IMPROVEMENT FUND
WATER AND SEWER UTILITY CAPITAL FUND

REF.
Balance - December 31, 2009 D $123.55
Balance - December 31, 2010 D $123.55

Exhibit - D-17
SCHEDULE OF DUE TO WATER/SEWER OPERATING FUND
WATER AND SEWER UTILITY CAPITAL FUND
REF.
Increased by:
Accrued Interst Charged to Imiprovement Authorizations D-15 $24,895.00
Balance - December 31, 2010 D $24.895.00
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PAYROLL FUND

-04 .



Exhibit - E-1

SCHEDULE OF PAYROLL DEDUCTIONS PAYABLE

PAYROLL FUND - DECEMBER 31, 2010 AND 2009

AGENCY/CATEGORY

PW Assoc, Fees

FOP Union Dues

Health Benefits

PERS

PERS Back Deductions
PERS Arrears

PERS Loans

PERS Contributory life Insurance
PFRS

PFRS Arrears

PFRS Loans

Interest

Colonial Penn Disability

-95.

BALANCE  BALANCE
DECJ31.2010 DEC.31,2009
$104.18 $90.18
200.00
1,287.72
3,501.07 4,145.26
(5.24) (29.03)
(0.06) (0.06)
(0.23) (0.23)
298.27 368.87
1,460.38 2,095.46
225.50 498.10
1,274.38 874.06
132.82
135.23 613.16
$8.614.02 $8.655.77




LENGTH OF SERVICE AWARD PROGRAM (LOSAPYUNAUDITED)
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Exhibit - A
SCHEDULE OF LENGTH OF SERVICE
AWARD PROGRAM (LOSAP) - (UNAUDITED)
STATEMENT OF REVENUES, EXPENSES AND OTHER CHANGES IN NET ASSETS
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2010

Balance -December 31, 2009 hY 294,392.59
Restricted Net Assets
Contributions 41,900.70
Appreciation/(Investment Losses) 34,163.25
Increase in Net Assets 76,063.95
370,456.54
Withdrawals 6,000.00
Balance -December 31, 2010 3 364,456.54
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NOTE 1:

BOROUGH OF PENNINGTON
LENGTH OF SERVICE AWARD PROGRAM (LOSAP)

NOTES TO UNAUDITED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31. 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

The Borough of Pennington Length of Service Award Program (LOSAP) is a
qualified plan under Internal Revenue Code Section 457(e) and pursuant to P.L.
1997, c.388. The Borough established the LOSAP Program to reward members of the
Pennington First Aid Squad on August 13, 1999 through Ordinance #99-9. LOSAP
provides for fixed annual contributions to a deferred income account for volunteer
first aid and rescue squad members who meet specified service criteria. LOSAP shall
provide for annual contribution to each eligible member that meets the criteria as
provided in the LOSAP Point System. The Borough of Pennington sponsors LOSAP
through an annual award appropriated through the municipal budget.

Basis of Presentation

The accounting policies of the Borough of Pennington (the “Borough), Length of
Service Award Program (LOSAP) (the “Program”) conform to the accounting
principles and practices prescribed by the division of Local Government Services,
department of Community Affairs, State of New Jersey.

Description of Program

The Program was created in accordance with the Internal Revenue Code Section 457.
The Program is offered to all volunteer members that meet the criteria set by the
Borough, and provides for fixed annual contributions for all eligible members. The
deferred compensation is not available to volunteer members until termination,
retirement, death, or unforeseeable emergency. Earnings of the Program and
contributions by the Borough are subject to vesting provisions of the plan and are
exempt from income taxes until distribution to the participating volunteers,

The Program is offered by the Borough to the participants through Lincoln Financial
Group.

All amounts of compensation deferred under the Program, all property and rights
purchased with those amounts, and all income attributable to those amounts,
property, or rights, are (until paid or made available to the volunteer or other
beneficiary) solely the property and rights of the Borough (without being restricted to
the provisions of benefits under the Program), subject only to the claims of the
Borough’s general creditors. Participant’s rights under the Program are equal to those
of general creditors of the Borough in an amount equal to the fair market value of the
deferred account for each participant.
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NOTE 1:

NOTE 2:

NOTES TO UNAUDITED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Description of Program (Cont’d.)

In accordance with standards established by the Governmental Accounting standards
Board, the Program balances are displayed in the Trust Fund of the Borough. The
Program is tax exempt in Internal revenue Code Section 457.

Amount of Contribution

The LOSAP shall provide for annual contributions of a minimum of $500.00 and a
maximum of $1,150.00 to each eligible member.

QUALIFICATIONS

The LOSAP shall provide for annual contributions for each eligible member who
meets the criteria as follows:

Shall provide for annual contributions of $1,000.00 to each eligible member who
shall be within the top 50% of responders in each volunteer organization.

The estimated cost of the program has been calculated to be $100,000.00 for regular
annual services.

Eligible members will be ranked annually on an organizational list based upon the
number of calls responded to. The LOSAP shall provide for annual contributions of
$500.00 to each eligible member who shall be within the top 50% of responders in
each volunteer organization. Eligible members shall be those who:

a) Provide services on an ambulance at least one night a week or an equivalent
forty (40) hours a month during weekdays or weekends;

b) Attend at least fifty (50) percent of all regularly scheduled and special
drills/training exercises (not less than twelve (12) a year) averaging two hours
each;

c) Recertify every other year for CPR;

d) Complete forty-eight (48) hours of New Jersey State approved continuing
education credits every three years;

¢) Attend annual refresher courses in hazardous material, infectious disease
control and ambulance safety;

f) Attend annually an EMT-D refresher course;

g) Attend at least twenty-five (25) percent of all regularly scheduled and special
meetings of the squad, missing no more than three in a row.
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COMPARATIVE STATEMENT OF OPERATIONS AND
CHANGE IN FUND BALANCE - CURRENT FUND

Revenue and Other
Income Realized

Fund Balance Utilized

Miscellaneous - From Other Than

Local Property Tax Levies

Collection of Delinquent Taxes

and Tax Title Liens

Collection of Current Tax Levy

Total Income

Expenditures

Budget Expenditures:
Municipal Purposes

County Taxes

Local School Taxes

Fire District Taxes

Other Expenditures

Total Expenditures
Excess in Revenue

Fund Balance January 1

Less:
Utilization as Anticipated
Revenue

Fund Balance December 31

Year 2010 Year 2009
Amount % Amount %
$284,323.00 2.23 $254,200.00 1.96
1,005,981.72 7.90 1,500,953.62 11.58
153,186.59 1.20 128,020.43 0.99
11,294,886.82 88.67 11,077,288.77 85.47
12,738,378.13 100.00 12,960,462.82 100.00
3,047,255.79 24.47 3,662,530.71 28.90
2,543,744 .49 20.43 2,495.807.19 19.70
6,647,044.51 53.37 6,306,595.77 4977
152,608.00 1.23 154,547.00 1.22
63,255.08 0.51 52,434.87 0.41
12,453 ,907.87 100.00 12,671,915.54 100.00
284,470.26 288,547.28
555,478.68 521,131.40
839,948.94 809,678.68
284,323.00 254,200.00
$555,625.94 3555,478.68
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COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE
IN FUND BALANCE - WATER AND SEWER UTILITY OPERATING FUND

Revenue and Other
Income Realized

Fund Balance Utilized

Collection of Water and Sewer Rents

Miscellaneous - From Other Than
Water and Sewer Rents

Total Income

Expenditures

Budget Expenditures:
Operating
Capital Improvements
Debt Service
Deferred Charges and
Statutory Expenditures
Other Expenditures

Total Expenditures
Statutory Excess to Fund Balance

Fund Balance January 1

Less:
Utilization as Anticipated Revenue

Fund Balance December 31

Year 2010 Year 2009
Amount Y% Amount %
61,750.00 5.00 96,446.00 7.34
1,117,296.45 90.40 1,096,543.24 83.41
56.908.40 4,60 121,679.53 9.26
1,235,954.85 100.00 1.314,668.77 100.00
934,154.00 77.98 926,489.64 73.86
56,000.00 4.46
207,107.37 17.29 223,864.51 17.85
50,743.00 4.24 47.046.50 3.75
5,939.16 0.50 1.004.79 0.08
1,197,943.53  100.00 1,254,405.44 100.00
38,011.32 60,263.33
61,753.28 97.935.95
99,764.60 158,199.28
61,750.00 96.,446.00
$38,014.60 $61,753.28
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COMPARATIVE SCHEDULE OF TAX RATE INFORMATION

2010 2009 2008
Tax Rate: $2.297 $2.140 $2.035
Apportionment of Tax Rate:
Municipal 0.422 0422 0.416
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Assessed Valuation:

2010 $498,135.705.00
2009 $524,348,708.00
2008 $523.462,225.00

Note: Under the provisions of Chapter 73, L. 1976 (R.S. 54:4-46.1), the Mercer County Board of
Taxation estimated the amount of approved Veterans' and Senior Citizens' tax deductions, etc.
to be $20,500.00 for the year 2010.

COMPARISON OF TAX LEVIES AND COLLECTION CURRENTLY

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 levies.

CURRENTLY
Cash Percentage of
Year Tax Levy Collections Collection
2010 $11,525,527.85 3 11,294,886.82 98.00%
2009 11,240,055.81 11,018,994.24 98.03%
2008 10,834,957.27 10,622,752.70 98.04%

DELINQUENT TAXES AND TAX TITLE LIENS

This tabulation includes a comparison, expressed in percentage, of the total of delinquent taxes
and tax title liens, in relation to the tax levies of the last three years.

Dec. 31 Amount of Amount of Total Percentage of
Year Tax Title Liens Delinquent Taxes Delinguent Tax Levy
2010 $0.00 $216,463.44 216,463.44 1.88%
2009 0.00 153,186.59 153,186.59 1.36%
2008 2,809.52 125,210.91 128,020.43 1.18%
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PROPERTY ACQUIRED BY TAX TITLE LIEN LIQUIDATION

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

$17,810.00
17,810.00
17,810.00

COMPARISON OF WATER AND SEWER UTILITY BILLINGS AND COLLECTIONS

Year

2010
2009
2008

*Includes collections of prior unpaid balances.

COMPARATIVE SCHEDULE OF FUND BALANCE

Current Fund

Water and Sewer Utility
Operating Fund

Year

2010
2009
2008
2007
2006

2010
2009
2008
2007
2006
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Billings *Collections

$1,148,207.48 $1,117,296.45
1,106,148.52 1,096,543.24
1,135,161.68 1,126,871.04

Utilized in

Balance Budget of

December 31 Succeeding Year

$555,625.94 $320,091.53
555,478.68 284,323.00
521,131.40 254,200.00
679,032.61 334,158.90
461,959.08 330,736.00
$38,014.60 $38,014.50
61,753.28 61,750.00
97,935.95 96,446.00
115,595.45 69,000.00
114,824.93 63,550.00
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BOROUGH OF PENNINGTON
COUNTY OF MERCER, NEW JERSEY
FOR YEAR ENDED DECEMBER 31, 2010

GENERAL COMMENTS

An audit of the financial accounts and transactions of the Borough of Pennington, County of
Mercer, New Jersey, for the year ended December 31, 2010, has been completed. The General
Comments are herewith set forth:

Scope of Audit

The audit covered the financial transactions of the Finance Department and the other various
offices and departments collecting fees within the Borough of Pennington, County of Mercer,
New Jersey.

The audit did not and could not determine the character of services rendered for which payment
had been made or for which reserves had been established, nor could it determine the character,
proper price or quantity of materials supplied for which claims had been passed. These details
were necessarily covered by the internal review and control before approval of such claims by the
Governing Body. Cash on hand was counted and cash and investment balances were reconciled
with independent certifications obtained directly from the depositories. Revenues and receipts
were established and verified as to source and amount insofar as the records permitted.

INTERNAL CONTROL MATTERS

In planning and performing our audit of the financial statements of the Borough of Pennington,
County of Mercer, New Jersey as of and for the year ended December 31, 2010, in accordance
with auditing standards generally accepted in the United States of America, we considered the
Borough’s internal control over financial reporting (internal control) 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 to the Borough’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Borough’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses.

A control deficiency 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
misstatements on a timely basis.

A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’s ability to initiate, authorize, record, process or report financial data
reliably in accordance with generally accepted accounting principles such that there is more than
a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that

results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control
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INTERNAL CONTROL MATTERS (CONT’D)

With respect to the reporting of internal control matters, standards require that only a significant
deficiency and/or material weakness need be reported in writing to management and those
charged with governance.

The control deficiencies reported are not considered to be significant deficiencies nor material
weaknesses. In addition, these control deficiencies are not required to be reported in writing,
however, control deficiencies are presented to management and those charged with governance in
this report as a means to present those matters identified in review of the Borough’s internal
controls and as a means to inform management and those charged with governance as to the
auditing standards requirements with respect to internal controls.

As indicated below, we identified certain deficiencies in internal control that we consider to be
control deficiencies.

Control Deficiencies

A. Segregation of Duties

Utility Collector's Office

Individuals that have the responsibilities and function of cash collections are responsible for the
Tax/Water and Sewer Utility receivable subsidiary ledgers.

Other Offices and Officials Collecting Fees

Conditions exist whereby the same individual may collect, record and deposit/remit cash receipts
in or for the following offices/departments: Construction Code, Clerk, Police, Recreation, Court
and Registrar of Vital Statistics/Board of Health.

The deficiency in internal control was not considered by us to be a significant deficiency. While
basic internal control design objectives include the limiting of any individual’s control over a
transaction from start to finish, the volume of transactions in the various offices does not justify
the hiring of additional staff solely to improve internal control. Instead, we suggest that
monitoring controls, including analytical procedures and intra-period comparisons, be utilized to
identify unexpected changes in transactional levels for further review.

B. Transaction Posting

The computerized data processing system allows for the back dated posting of transactions for
those individuals with security rights in the system.

The ability to back post transactions can limit the effectiveness of the data processing system.
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GENERAL COMMENTS

Internal Control Over Compliance

A. Fixed Asset Accounting

Technical Accounting Directive 85-2 states that all local units are required to develop and
implement an accounting system which assigns values to covered assets and can track additions,
retirements and transfers of inventoried assets. The Borough has established a fixed asset
accounting system but has not established a system to reflect all additions, retirements and
transfers of assets.

A fixed asset accounting system should be in full compliance with N.J.A.C. 5:30-5.6.

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

N.J.S.A. 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 other wise 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 $21,000.00
except by contract or agreement."

On June 22, 2005, the Local Public Contracts Law was amended, effective for periods beginning
on July 1, 2005. The amendments address the bid threshold (Section 7, N.J.S.A. 40A:1 1-3),
thereby increasing the amount to $21,000.00 under which a contract may be awarded without
public advertising. Furthermore, if the Borough’s purchasing agent is “Qualified”, the Borough
may increase the bid threshold to $29,000.00.

The governing body of the Municipality has the responsibility of determining whether the
expenditures in any category will exceed $21,000.00 within the fiscal year. Where question
arises as to whether any contract or agreement might result in violation of the statute, the
Borough Counsel's opinion should be sought before a commitment is made.

A test of the Borough's purchasing procedures indicates bids were requested by public advertising
for the following items as disclosed in the official minutes:

Road Improvements and Repairs; Water Main Extension
Purchases were also made through state approved vendors for various items available which were
permitted under the statutes. The Borough has also utilized interlocal service agreements with the

County of Mercer, Hopewell Township, the Hopewell Valley Regional School District and the
City of Trenton for various services required by the Borough.
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GENERAL COMMENTS

Contracts and Agreements Required
to be advertised Per N.J.S.A. 40A: 11-4 (Cont'd.)

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.

My examination of expenditures did not reveal individual payments, contracts or agreements in
excess of $17,500.00 "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.

Upen inquiry of the various officials responsible for the purchases of materials, supplies,
equipment, etc. for the Borough in relation to the Local Public Contracts Laws and Borough
policies regarding the solicitation of quotations when the cost is $2,625.00 or more, monitoring of
change orders, quantities and unit prices of contracts, procedures presently in place were found to
be good.

The minutes indicate that resolutions were adopted and advertised authorizing the awarding of
contracts or agreements for "Professional Services" per N.J.S.A. 40A: 11-5, however, maximum
amounts were not always designated.

Any interpretation as to possible violation of N.J.S.A. 40A: 11-4 and N.J.A.C. 5:30-14 would be
in the province of the municipal solicitor.

Collection of Interest on Delinquent Taxes and Assessments

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

The govemning body, on April 7, 1980 adopted a resolution increasing interest to be charged on
delinquent taxes. The resolution provides for interest to be charged at the rate of 8% per annum
on the first $1,500 of the delinquency and 18% per annum to be charged on any amount in excess
of $1,500. No interest shall be charged if payment is made within ten days after the date upon
which the same becomes payable.

An examination of the Collector's records indicated that interest on delinquent accounts was
calculated in accordance with the foregoing resolution.

During 1991, legislation which permits the charging of a 6% penalty on any delinquency in
excess of $10,000, if not paid by the end of the fiscal year, was enacted and codified as an
amendment to N.J.8.A. 54:4-67. As of January 3, 2006 the Borough passed a resolution requiring
charging a 6% penalty for delinquent accounts in excess of $10,000.

Delinquent Taxes and Tax Title Liens

There were no Tax Liens held by the Borough at December 31, 2010.
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GENERAL COMMENTS

Interfund Balances

The following interfunds appear on the various balance sheets and should be cleared by cash
transfers:

Fund Interfunds Receivable Interfunds Payable

Current Fund $9.96 $0.00
Grant Fund 40,000.00
Animal Control Fund 9.96
Water Sewer Operating Fund 24,895.00

Water Sewer Capital Fund 24,895.00
General Capital Fund 40,000.00 0.00
Total $64,904.96 $64,904.96

Prior year-end interfund loan balances were not all cleared by cash transfers during the current
period. All interfund balances should be cleared by cash transfers were feasible. Interfund
balances were not material in amount and are not indicative of any cash-flow issues for any of the
Borough’s funds and accounts.

Cash Management/Investment of Idle Funds

The Chief Financial Officer has the idle funds of the Borough invested in interest-bearing
accounts for the year under review. Earnings from the investments and deposits are shown in the
various funds of the Borough as of December 31, 2010 and 2009.

All cash and investments held by the Borough were directly confirmed as of December 31, 2010.

Condition of Records — Payrolis

During 2010 the payroll records were in good condition. Entries made in the Net Payroll and
Deductions Ledger were referenced to their sources. A tracking was maintained of all void
and/or reissued check which provided assurance that adjustments are made on the computerized
record of earnings and deductions.

Payment of Claims

Claims were exarnined on a test basis for the year under review and they were found to be in
generally good order, with only minor exceptions noted relating to missing certifications,
approval signatures, and supporting documentation.

-112 -



GENERAL COMMENTS

Purchase Order and Encumbrance System

The Borough’s budgetary operation is on a full encumbrance system with the exception of
payrolls and other direct costs. During 2000, the Borough switched computer software providers
to provide for a full interface between the budget appropriations/miscellaneous disbursements
subsidiary record and the general ledger.

The Borough utilized a purchase order system for its expenditures in connection with its
budgetary accounting systems during the year under review. The accounting is processed on a
data processing system for budgetary control. Tests of the system disclosed that compliance was
good during the year. The use of confirming orders was reduced significantly except for the
recreations department and economic development commission. Purchase orders were available
for all cash disbursement transactions selected by us for testing.

Other Officials Collecting Fees

Our reviews of the records maintained for other officials collecting fees, which were designed to
determine that minimum levels of internal controls and accountability were met, that cash receipts
were deposited or turned over to the Treasurer's accounts within a 48 hour period as required by
N.J.S.A. 40A: 5-15, that amounts charged were in accordance with the provisions of the Borough
Code and that monthly financial reports are being submitted to the Finance Department timely.

There were fees collected for recreation programs during 2010 in the amount of $1,278.00. The
amount of expenditures for dedicated recreation programs was $402.00 during 2010. This
resulted in a net increase in available funds of approximately $876.00 to $1,676.29. This use of
undesignated balances and/or accumulated program receipts benefits both the participants and the
taxpayers. We believe that an annual status review, either formal or informal, of recreation
program financing and needs assessment should continue for future periods.

Surety Bonds

The “List of Officials”, included as part of the Supplementary Data section of this report,
discloses the status of surety bond coverage’s in effect at December 31, 2010. A review of surety
bond coverage as of December 31, 2010, disclosed compliance with requirements, as
promulgated by the Local Finance Board, State of New Jersey, for the Municipal Court and the
Collector.

During July 1998 the Local Finance Board completed a readoption of the Board’s general rules in
the New Jersey Administrative Code. Based upon the new provisions of N.J.A.C. 5:30-8.3 and
8.4, local units are encouraged to utilize new recommended amounts in lieu of the minimum
amounts in order to provide a higher level of security of public funds. The Bond the Borough has
in force for the Municipal Court meets these suggested amounts.
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GENERAL COMMENTS

Municipal Court

The financial records maintained by the Municipal Court during the period under review were
found to be in good condition. The examination of the general account indicated that deposits
were properly recorded and spread by receipt category, cash was reconciled monthly and
disbursements were made to the appropriate agencies on a timely basis. The examination of the
bail account’s financial and supporting records maintained by the Municipal Court were found to
be in good condition.

The processing of traffic and criminal cases entered on the State’s on-line computer system was
found to be good.

Condition of Records - Finance Office

The condition of the records maintained by the Finance Office were found to be in good
condition. General ledgers were maintained for all funds as required by N.J.A.C. 5-30- 5.7.

Administration and Accounting for State & Federal Grants

The Borough operated various programs during 2010, which were funded in whole or in part by
State or Federal grant assistance. These programs often vary as to the application and approval
process, matching funds requirements, grant periods, required approvals for modification of
budgets and the timing and frequency of financial reporting. A separate grant fund was
maintained.

Condition of Records - Tax Qffice

The condition of the records maintained by the Tax Collector were found to be in good condition.
Computerized real estate tax billings and billing adjustments were found to be in good order, with
only minor reclassification and timing adjustments necessary. Cash collections were in proof
with deposit totals as presented. Similarly, computerized records of utility billings and collections
were found to be in good order.

Water and Sewer Utility Fund

The results of operation for the Water and Sewer Utility Operating Fund are set forth in Exhibit
"D-1" of this report. Realized revenues amounted to $1,235,954.85 and expenditures amounted
to $1,197,943.53 resulting in excess revenues of $38,011.32. The calculation of "Self-Liquidating
Purpose" utility operations per N.J.S.A. 40A: 2-45 resulted in an excess for debt statement
purposes of $10,832.17. A reconciliation of the excess revenues from operations (Exhibit D-1)
and the excess in revenues for debt statement purposes is included in the "Notes to Financial
Statements".
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Compliance with Technical Accounting Directives

The Local Finance Board, State of New Jersey, adopted the following requirements, previously
identified as “technical accounting directives™, as codified in the New Jersey Administrative
Code, as follows:

N.J.A.C. 5:30 — 5.2 — Encumbrance Systems: This directive requires the development and
implementation of accounting systems, which can reflect the commitment of funds at the point of
commitment. The Borough of Pennington is in compliance with this directive.

N.J.A.C. 5:30 — 5.6 — Accounting for Governmental Fixed Assets: This directive requires the
development and implementation of accounting systems which assign values to covered assets
and can track additions, retirements and transfers of inventoried assets. The Borough of
Pennington is not in compliance with this directive,

N.JLA.C. 5:30 — 5-7 — General Ledger Accounting System: This directive requires the
establishment and maintenance of a general ledger for, at least, the Current Fund. The Borough is
in compliance with this directive.

Compliance with Local Finance Notices

In accordance with Local Finance Notice No. CFO-10, Uniform Construction Code, expenditure
records were tested for compliance with N.J.A.C. 5:23.17(c) 2, and no exceptions were noted.
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RECOMMENDATIONS

None
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