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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Members
of the Board of Commissioners

Borough of Neptune City

County of Monmouth

Neptune City, New Jersey 07753

Report on the Financial Statements

We have audited the accompanying consolidated financial statements - regulatory basis of the
various funds and account groups of the Borough of Neptune City (the “Borough™), which comprise the
consolidated balance sheets as of December 31, 2012 and 2011, and the related consolidated statements of
operations and changes i fund balance — regulatory basis for the vears then ended, and the related
consolidated statement of revenues - regulatory basis and consolidated statement of expenditures —
regulatory basis of the various funds for the year ended.

Management’s Responsibility for the Financial Statements

Management 1s responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with accounting principles generally accepted in the United States of
America, this includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on
our audits. We conducted our audits 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 in compliance with audit
requirements prescribed by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey (The “Division™). Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.



An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the Borough's preparation and fair presentation of the consolidated financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Borough’s internal control. Accordingly we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

As discussed more fully in Note 1, the Borough prepares its basic consolidated financial
statements on a regulatory basis of accounting prescribed by the Division, as required by state statue, that
demonstrates compliance with a modified accrual basis of accounting, and the budget laws of New Jersey,
which is a comprehensive basis of accounting other than accounting principles generally accepted in the
United States of America. In addition, the financial statements of the Length of Service Award Program
Fund (“LOSAP”) have not been audited, and we were not required by the Division to audit the LOSAP
fund financial statements as a part of our audit of the Borough’s financial statements. The LOSAP fund
financial statements are included in the Borough’s Trust Fund and represent 33% and 26% of the assets
and liabilities as of December 31, 2012 and 2011, respectively, of the Borough’s Trust Fund. The effects
on the financial statements of the variances between these regulatory accounting practices and accounting
principles generally accepted in the United States of America, although not reasonably determinable, are
presumed to be material.

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

Opinion

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the
financial statements referred to above do not present fairly, in conformity with accounting principles
generally accepted in the United States of America, the financial position of the Borough as of December
31, 2012 and 2011, the changes in financial position, or where applicable, its cash flows for the years then
ended. Further, the Borough has not presented a management’s discussion and analysis that accounting
principles generally accepted in the United States of America has determined 1s necessary to supplement,
although not required to be part of, the basic consolidated financial statements.

However, in our opinion, the consolidated financial statements referred to above present fairly, in
all material respects, the financial position — regulatory basis of the various funds and account groups of
the Borough, as of December 31, 2012 and 2011, and the results of operations and changes in fund
balance - regulatory basis of such funds for the years then ended and the consolidated statements of
revenues — regulatory basis and consolidated statement of expenditures — regulatory basis of the various
funds for the year ended December 31, 2012 on the basis of accounting described in Note 1.



Report on Other Legal and Regulatory Requirements

In accordance with Government Auditing Standards, we have also issued a report dated August
13, 2013 on our consideration of the Borough’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 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 conducted for the purpose of forming opinion on the consolidated financial
statements of the Borough taken as a whole. The accompanying supplementary schedules and the
comments and recommendations section are presented for purposes of additional analysis and are not a
required part of the financial statements, but is required by the Division. Such information has been
subjected to the 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 to the
financial statements taken as a whole, on the basis of accounting described in Note 1.

Rabent A. Fulsaxt and Company

Robert A. Hulsart

Certified Public Accountant
Registered Municipal Accountant
R.M.A. Number 158

August 13, 2013



BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

Assets
Cash:
Treasurer
Change Fund
Notes Receivable:
General Capital
Sewer Capital

Receivables With Full Reserves:

Delinquent Taxes
Tax Title Liens
Property Acquired for Taxes
Revenue Accounts Receivable
Interfunds:

Sewer Operating

Trust Enviromental

Capital

Payroll Agency

Payroll

Deferred Charges:

Emergency Per 404; 4-53
Total Current
Federal and State Grant Fund

Cash
Grants Receivable

Total Federal and State Grant Fund

Total Assets

CURRENT FUND

REGULATORY BASIS

Ref.

A-4

A-5
A-7

A-13

T wT

A-4
A-15

COMPARATIVE BALANCE SHEET

Balance
Dec. 31, 2012

$1,459,071.15
745.00

1,029,599.80

Exhibit A
Sheet 1 of 2

Balance
Dec. 31,2011

2,489,415.95

1,322,140.28
745.00

1,165,099.80
15,000.00

2,502,985.08

467,719.41
287,731.39
53,213.00
80,852.46

37,510.70
3,286.82
347,858.05
45,000.00
20,000.00

1,343,171.83

247,744.56
264,486.33
53,213.00
72,029.15

3,286.82
327,859.98
5,000.00
20,000.00

250,000.00

993,619.84

4,082,587.78

36,274.29
305,140.24

3,496,604.92

43,538.87
291,208.60

344,414.53

$4,427,002.31

334,747.47

3,831,352.39




BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

CURRENT FUND

Liabilities, Reserves and Fund Balance
Appropriation Reserves
Encumbrances
Due State for Veterans and Senior Citizens
Reserve for Hurricane Sandy
Reserve for Donation
Reserve for Master Plan
Prepaid Taxes
Added County Taxes
Due to State-Construction Fees
Local School Taxes Payable
Interfund Payroll
Interfund Sewer Operating
Total Liabilities
Reserve for Receivables
Fund Balance
Total Current

Federal and State Grant Fund
Appropriation Reserves
Unappropriated Reserves

Total Federal and State Grant Fund

Exhibit A
COMPARATIVE BALANCE SHEET Sheet 2 of 2
REGULATORY BASIS
Balance Balance

Ref. Dec. 31, 2012 Dec. 31, 2011

A-3 $  433,436.13 347,731.41

A-3,14 53,982.81 39,143.47

A-6 3,076.57 3,107.38
A-4 149,121.76

A-9 689.47 689.47

A-10 12,100.00 12,100.00

A-45 86.,790.33 76,065.58

A-12 5.203.85 8,385.30

520.40 520.40

A-11 1,191,022.88 1,108,996.88
A-3 47,000.00

38.,000.00

1,982,944.20 1.634.739.89

1,343,171.83 993,619.84

A-1 756,471.75 868,245.19

4.082,587.78 3.496,604.92

A-16 329,014.50 309,152.96

A-17 15,400.03 25.594.51

344.,414.53 334.747.47

$4,427,002.31 3,831,352.39

Total Liabilities, Reserves and Fund Balance

The accompanying Notes to Financial Statements are an integral part of this statement.




BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

CURRENT FUND

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE

IN FUND BALANCE - REGULATORY BASIS

Ref.
Revenue and Other Income Realized
Fund Balance Anticipated A-2
Miscellaneous Revenue Anticipated A-2
Receipts from Delinquent Taxes A-2
Receipts from Current Taxes A-2
Non-Budget Revenue A-2
Other Credits to Income:

Interfunds Liquidated A-14
Appropriation Reserves Lapsed A-14
Budget Appropriations Cancelled A-3

Expenditures
Budget Appropriations:
Salaries and Wages A-3

Other Expenses A-3

Capital Improvements A-3

Debt Service A-3

Deferred Charges A-3

County Taxes A-12
Local District School Taxes A-11
Added County Taxes A-12
Interfunds A
Prior Year Charges A-4
Adjustment to Expenditures which are Charges to

Subsequent Years A-3
Adjusted Expenditures
Excess in Revenue
Fund Balance January 1 A
Decreased by:

Utilized as Anticipated Revenue A-2
Fund Balance December 31 A

Balance
Dec. 31, 2012

450,000.00
1,344,653.87
249,827.81
11,437,603.43
141,732.60

263,116.60
3,428.31

Exhibit A-1

Balance
Dec. 31, 2011

13,890,362.62

650,000.00
1,296,544.88
227,965.40
11,334,595.61
174,199.96

98,980.10
61,124.15

13,843,410.10

2,897,746.00
2,466,780.51
44,000.00
290,500.00
640,302.00
1,581,049.03
5,732,046.00
4,923.89
144,508.77
279.86

13,802,136.06

2,875,524.00
2,252,383.43
40,000.00
231,433.78
717,797.00
1,551,887.87
5,567,994.00
7,269.11
3,286.82
1,116.19

13,248,692.20

250,000.00

13,552,136.06

338,226.56
868,245.19

1,206,471.75

450,000.00

13,248,692.20

594,717.90
923,527.29

756,471.75

1,518,245.19

650,000.00

868,245.19

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

Assets
Dog License Fund
Cash

Other Funds:
Cash

Payroll:
Cash
Interfund - Sewer Fund
Interfund - Current Fund

Length of Service Award Programs - Unaudited:
Investments

Total Assets

Liabilities and Reserves
Dog License Fund:
Reserve for:
Due to State
Dog Fund Expenditures

Other Funds:

Reserve for:
Unemployment Insurance
Municipal Alliance
Recreation Commission
Emergency Management - Hazardous Materials
Special Trust
Environmental
Law Enforcement
Uniform Fire Safety
Unused Sick Leave
Public Defender
Off Duty Employee
Developer's Escrow
Due to Current

Payroll:
Interfund - Current Fund
Payroll Liabilities

Length of Service Award Programs - Unaudited:
Reserve for Length of Service Award Programs

Total Liabilities and Reserves

BALANCE SHEET - TRUST FUND

REGULATORY BASIS

DECEMBER 31,

Ref.

B-1

B-1

B-3
B-2

B-4
B-5
B-6
B-7
B-8
B-9
B-10
B-11
B-12
B-13
B-14
B-15

Exhibit B 16.

2012 2011
$ 724.73 1,376.11
351,840.62 432,468.60
11,889.90 59,948.03
7,000.00
47,000.00
65,889.90 59,948.03
206,122.65 169,151.69
$§  624,577.90 662,944.43
$ 21.00 -
703.73 1,376.11
724.73 1,376.11
94,178.37 108,001.19
221.15 794.12
31,176.53 39,524.52
1,847.73 3,382.83
77,109.80 95,088.78
18,455.56 27,003.82
7,890.82 8,838.04
1,616.92 2,428.46
4,409.58 4,388.99
569.86 1,245.15
1,262.32 -
109,815.16 138,485.88
3,286.82 3,286.82
351,840.62 432,468.60
65,000.00 25,000.00
889.90 34,948.03
65,889.90 59,948.03
206,122.65 169,151.69
$  624,577.90 662,944.43

The accompanying Notes to Financial Statements are an integral part of this statement.



BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

GENERAL CAPITAL FUND

17.

Exhibit C
COMPARATIVE BALANCE SHEET
REGULATORY BASIS
Balance Balance
Ref. Dec. 31, 2012 Dec. 31, 2011

Assets
Cash C-2 $ 45,214.09 7,431.63
Grants Receivable C-3 78,461.25
Deferred Charges to Future Taxation:

Unfunded C-4 3,062,169.28 2,701,419.28
Total Assets $ 3,107,383.37 2,787,312.16

Liabilities, Reserves and Fund Balance
Bond Anticipation Notes C-5 1,479,599.80 1,760,099.80
Capital Improvement Fund C-7 23,050.00 26,800.00
Due to Current Fund A 347,858.05 327,859.98
Improvement Authorizations:

Funded C-6 31,277.60

Unfunded C-6 1,210,666.42 657,620.88
Fund Balance C-1 14,931.50 14,931.50
Total Liabilities, Reserves and Fund Balance $ 3,107,383.37 2,787,312.16

There were Bonds and Notes on December 31, 2012 and 2011 respectively authorized but not issued for

$1,582,569.48 and $941,319.48 (Exhibit C-8).

The accompanying Notes to Financial Statements are an integral part of this statement.



BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

GENERAL CAPITAL FUND

SCHEDULE OF CAPITAL FUND BALANCE

REGULATORY BASIS

Ref.

Balance December 31, 2011 and 2012 C

The accompanying Notes to Financial Statements are an integral part of this statement.

$

Exhibit C-1

14,931.50

18.



BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

SEWER UTILITY FUND
Exhibit D
COMPARATIVE BALANCE SHEET Page 1 of 2
REGULATORY BASIS
Balance Balance
Ref. Dec. 31, 2012 Dec. 31, 2011
Assets
Sewer Operating
Cash - Checking D-4 $ 297,363.93 399,703.91
Interfund Due From Current 38,000.00
Interfund Due From Sewer Capital Contra 23,718.03 25,694.78
321,081.96 463,398.69
Receivables with Full Reserves:
Sewer Rents Receivable D-6 119,634.60 124,780.24
Sewer Utility Liens 2,525.00 2,525.00
122,159.60 127,305.24
Total Sewer Operating 443,241.56 590,703.93
Sewer Capital
Cash D-5 104,982.36 104,959.11
Fixed Capital Authorized & Uncompleted 774,000.00 774,000.00
Fixed Capital D-8 1,009,754.05 1,009,754.05
Total Sewer Capital 1,888,736.41 1,888,713.16
Total Assets $2,331,977.97 2.,479,417.09
Liabilities, Reserves and Fund Balance
Sewer Operating
Appropriation Reserves D-3,4 $ 69,899.73 238,090.43
Reserve For Encumbrances D-4 13,040.64 10,576.67
Accrued Interest on Notes 93.96 183.01
Prepaid Sewer Rents D-2,4 31,309.21 31,341.41
Interfund Payroll D-3 7,000.00
Interfund Current A 37,510.70
158,854.24 280,191.52
Reserve for Receivables 122,159.60 127,305.24
Fund Balance D-1 162,227.72 183,207.17

Total Sewer Operating 443.,241.56 590,703.93




BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

SEWER UTILITY FUND

COMPARATIVE BALANCE SHEET

REGULATORY BASIS

Ref.

Liabilities, Reserves and Fund Balance - (Cont'd)
Sewer Capital

Capital Improvement Fund D-9
Bond Anticipation Note Payable D-10
Interfund Sewer Operating Contra
Improvement Authorizations:
Funded D-11
Unfunded D-11

Deferred Reserve for Amortization

Reserve for Amortization

Fund Balance D-5
Total Sewer Capital

Total Liabilities, Reserves and Fund Balances

Balance
Dec. 31,2012

86,795.75
130,000.00
23,718.03

4,074.85
64,481.89
547,500.00
1,009,754.05
22,411.84

20.

Exhibit D
Page 2 of 2

Balance
Dec. 31, 2011

1,888,736.41

84,795.75
190,000.00
25,694.78

4,074.85
64,481.89
487,500.00
1,009,754.05
22,411.84

$2,331,977.97

1,888,713.16

2,479,417.09

Note: There were Bonds and Notes Authorized but Not Issued on December 31, 2011 and 2012 in the amount

of $96,500.00 .

The accompanying Notes to Financial Statements are an integral part of this statement.



BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

SEWER UTILITY FUND

Exhibit D-1

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE IN FUND BALANCE

Revenue and Other Income Realized
Fund Balance Utilized
Sewer Service Charges
Non-Budget Revenue
Other Credits to Income:
Budget Appropriations Cancelled
Appropriation Reserves Lapsed

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

Excess/(Deficit) in Revenue
Fund Balance December 31, 2011
Decreased By:

Utilized By Current Fund Budget
Utilized By Sewer Operating Budget

Fund Balance December 31, 2012

REGULATORY BASIS

Ref.
D-2

D-2
D-2

D-6

D-3

D-3
D-3

Balance
Dec. 31, 2012

Balance

Dec. 31,2011

§ 47,000.00 75,000.00
1,119,352.00 1,089,743.43
14,188.88 16,119.68
1,792.25
30,987.42 72,186.80
1,213,320.55 1,253,049.91
1,037,800.00 1,066,200.00
24,000.00 24,000.00
2,000.00 2,000.00
63,500.00 62,238.93
1,127,300.00 1,154,438.93
86,020.55 98,610.98
183,207.17 239,596.19
60,000.00 80,000.00
47,000.00 75,000.00
107,000.00 155,000.00
$ 162,227.72 183,207.17

The accompanying Notes to Financial Statements are an integral part of this statement.

21.



BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

SEWER UTILITY FUND

STATEMENT OF REVENUES

FOR THE YEAR ENDED DECEMBER 31, 2012

Surplus Anticipated

Sewer Charges

Total Sewer Utility Revenues
Miscellaneous Revenue

Total Revenues

Cash Received
Prepayments Applied

Miscellaneous Revenue:
Interest on Delinquent Rents
Interest on Investments
Sewer Hookups

Other

Exhibit D-2

$1,119,352.00

§ 11,526.72
1,701.57
604.20

356.39

$ 14,188.88

The accompanying Notes to Financial Statements are an integral part of this statement.

REGULATORY BASIS
Excess or
Ref. Budget Realized (Deficit)
D-1 $  47,000.00 47.000.00 -
D-1 1,080,300.00 1,119,352.00 39,052.00
1,127,300.00 1,166,352.00 39,052.00
14,188.88 14,188.88
$1,127,300.00 1,180,540.88 53,240.88
D-4 $1,088,010.59
D 31,341.41

22,
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BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

24.

Exhibit E
PUBLIC ASSISTANCE TRUST FUNDS
COMPARATIVE BALANCE SHEET
REGULATORY BASIS
Balance Balance
Ref, Dec. 31, 2012 Dec. 31, 2011
Assets
Cash E-1 $ 76,059.39 121,617.62
Liabilities
Reserve For:
Public Assistance I $ 43,288.59 43,917.77
Public Assistance 11 32,770.80 77,699.85
$ 76,059.39 121,617.62

The accompanying Notes to Financial Statements are an integral part of this statement.



BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

GENERAL FIXED ASSETS .
Exhibit F
COMPARATIVE BALANCE SHEET - REGULATORY BASIS
Balance Balance
Dec. 31, 2012 Dec. 31, 2011

Assets
Building and Building Improvements $ 4,997,900.00 4,997,900.00
Machinery and Equipment 2.421,462.00 2,347,002 .31
Total Assets $ 7.419,362.00 7,344,902.31

Liabilities
Reserve for Fixed Assets $ 7.419,362.00 7,344,902 .31

The accompanying Notes to Financial Statements are an integral part of this statement.



BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2012

NOTE 1: Summary of Significant Accounting Policies

A. Reporting Entity

The financial statements of the Borough of Neptune City, County of Monmouth, New
Jersey (the “Borough™), include every board, body, office or commission supported and
maintained wholly or in part by funds appropriated by the Borough as required by N.J.S. 40A:5-
5. The financial statements of the Borough do no include the operations of the Boards of
Education, first aid organization or volunteer fire companies which are subject to separate audits.

The Governmental Accounting Standards Board (“GASB”) Statement 14 established
criteria to be used to determine which component units should be included in the financial
statements of the oversight entity. The criteria differ from the Division of Local Government
Services, Department of Community Affairs, State of New Jersey (the “Division”) requirements
where certain boards, commissions, and agencies of the Borough, by statute or other directive,
report separately on their financial statements.

B. Description of Funds

The GASB is the recognized standard-setting body for establishing governmental
generally accepted accounting and financial reporting principles.

The accounting policies of the Borough 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 (the “Division”). Such principles and
practices are designed primarily for determining compliance with legal provisions and budgetary
restrictions and as a means of reporting on the stewardship of public officials with respect to
public funds. Under this method of accounting, the Borough accounts for its financial transactions
through the following separate funds, which differs from the fund structure required by generally
accepted accounting principles:

Current Fund — resources and expenditures for governmental operations of a general
nature, including Federal and State grant funds.

Dog Trust Fund - dog license revenues and expenditures.

Trust Other Funds — sundry deposits held for satisfactory completion of specific work;
receipts and disbursements for dedicated purposes.

General Capital Fund — receipt and disbursement of funds for the acquisition of general
capital facilities, other than those required in the Current Fund.

Sewer Operating and Capital Funds — revenue and expenditures necessary to operate a
municipally owned sewer supply system from user fees. The Borough only has a sewer system.

Public Assistance Fund — receipt and disbursement of funds that provide assistance to
certain residents of the Borough pursuant to Title 44 of New Jersey statutes.

Pavroll Fund — receipts and disbursements for payroll costs and payroll taxes.



NOTE 1: Summary of Significant Accounting Policies (Continued)

B. Description of Funds (Continued)

General Fixed Assets Account Group — used to account for fixed assets used in general
government operations.

C. Basis of Accounting

The accounting principles and practices prescribed for municipalities by the State of New
Jersey differ in certain respects from generally accepted accounting principles (GAAP) applicable
to local government units. The more significant policies in New Jersey follow.

A modified accrual basis of accounting is followed with minor exceptions.

Property_Taxes and Other Revenues — property taxes and other revenues are
recognized on a cash basis. Receivables for property taxes and other items that are susceptible to
accrual are recorded with offsetting reserves on the balance sheet of the Borough’s Current Fund.
GAAP requires such revenue to be recognized in the accounting period when they become
susceptible to accrual, reduced by an allowance for doubtful accounts.

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

Expenditures — unexpended or uncommitted appropriations at June 30, are reported as
expenditures through the establishment of appropriation reserves unless cancelled by the
governing body. GAAP requires expenditures to be recognized in the accounting period in which
the fund liability is incurred, if measurable, except for unmatured interest on general long-term
debt, which should be recognized when due.

Encumbrances — contractual orders at December 31 are reported as expenditures
through the establishment of a reserve for encumbrances. Encumbrances do not constitute
expenditures under GAAP.

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

Deferred Charges — 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, 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. The status of deferred charges at December 31,
2012 is set forth in Note 11.
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NOTE 1: Summary of Significant Accounting Policies (Continued)

Compensated Absences — expenditures relating to obligations for unused vested
accumulated vacation and sick pay are not recorded until paid. GAAP requires that the amount
that would normally be liquidated with expendable available financial resources be recorded as an
expenditure in the operating funds and the remaining obligations be recorded as a long-term
obligation. (See Note 4).

Property Acquired for Taxes — is recorded in the Current Fund at the assessed valuation
when such property was acquired and fully reserved. GAAP requires such property to be
recorded in the general fixed assets account group at its market value.

Interfunds — advances from the Current Fund are reported as interfund receivables with
offsetting reserves, which are created by charges to operations. Income is recognized in the year
the receivables are liquidated. GAAP does not require the establishment of an offsetting reserve.

Inventories of Supplies — The costs of inventories of supplies for all funds are recorded
as expenditures at the time individual items are purchased. The costs of inventories are not
included on the various balance sheets. GAAP requires that the cost of inventories be reflected
on the balance sheet until utilized and expended.

General Fixed Assets — In accordance with Technical Accounting Directive No. 85-2,
Accounting for Governmental Fixed Assets, as promulgated by the Division, which differs in
certain respects from GAAP, the Borough is required to develop a fixed assets accounting and
reporting system.

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

All fixed assets are valued at historical cost or estimated historical cost if actual historical
cost is not available.

Depreciation is not recorded in the General Fixed Assets Account Group.

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

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

Utility Fixed Assets — Accounting for utility fund “fixed capital.

Property and equipment purchased by the Water Utility Fund are recorded in the capital
account at cost and are adjusted for disposition and abandonment. The amounts shown do not
purport to represent reproduction costs or current value. Contributions in aid of construction are
not capitalized. The balance in the Reserve for Amortization and Deferred Reserve for
Amortization accounts in the utility capital fund represent charges to operations for the costs of
acquisitions of property, equipment and improvements.

Property and equipment of the Water Utility Fund are not depreciated. Principal
payments for Water Utility Debt are recorded as expenditures in the Water Utility Statement of
Operations.
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NOTE 1: Summary of Significant Accounting Policies (Continued)

D. Basic Financial Statements

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

E. Budgets and Budgetary Accounting

An annual budget is required to be adopted and integrated into the accounting system to
provide budgetary control over revenues and expenditures. Budget amounts presented in the
accompanying financial statements represents amounts adopted by the Borough and approved by
the Division in accordance with applicable statutes.

F. Reporting Entity
GASB Statement 14 establishes criteria to be used to determine component units should

be included in the financial statements of the oversight entity. The Division requires the financial
statements of the Borough to be reported separately.

NOTE 2: Cash and Cash Equivalents

A. 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 insure deposits or the State of New Jersey Cash Management
Fund.

New Jersey statutes require public depositories to maintain collateral for deposits of
public funds that exceed insurance limits as follows:

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

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

All collateral must be deposited with the Federal Reserve Bank, the Federal Home Loan
Bank Board or a banking institution that is a member of the Federal Reserve System and has
capital funds of not less than $25,000,000.

The carrying amount of the Borough’s deposits at year-end was $2,996,796. Of this
amount $410,190 was covered by Federal depository insurance and the remaining $2,586,606
was covered by a collateral pool maintained by the banks as required by New Jersey statute.
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NOTE 2: Cash and Cash Equivalents (Continued)

B.

Investments

a. When authorized by a cash management plan approved pursuant to N.J.S. 40A:5-14,
the Borough may use available funds for the purchase of the following types of securities which,
if suitable for registry, may be registered in the name of the Borough:

)]

2)
3)

4)

b.

Bonds or other obligations of the United States or obligations guaranteed by the
United States.

Government money market mutual funds.

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 that such obligation bears a
fixed rate of interest not dependent on any index or other external factor.

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

Bonds or other obligations, having a maturity date not more than 397 days from the
date of purchase, approved by the Division of Investments, New Jersey Department
of the Treasury.

Municipal investment pools.

Deposits with the State of New Jersey Cash Management Fund established
pursuant to section 1 of P.L. 1997, c. 281, or

Agreements for the repurchase of fully collateralized securities, if:

(a) the underlying securities are permitted investments pursuant to paragraphs
(1) and (3) of this section;

(b) the custody of collateral is transferred to a third party;

(c) the maturity of the agreement is not more than 30 days;

(d) the underlying securities are purchased through a public depository as
defined in section 1 of P.L. 1970, ¢. 236 (C.17:9-41);

(¢) a master repurchase agreement providing for the custody and security of
collateral is executed.

Any investment instruments in which the security is not physically held by the
Borough shall be covered by a third party custodial agreement, which shall provide
for the designation of such investments in the name of the Borough and prevent
unauthorized use of such investments.

Investments are further regulated and restricted in accordance with N.J.S. 40A:5-
15.1.

Other than cash equivalents that would otherwise qualify as investments, except for their

maturity or

the withdrawal provisions of their deposit, the Borough had no investments in

qualified securities at December 31, 2012.
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NOTE 2: Cash and Cash Equivalents (Continued)

C. Cash Management Plan

In accordance with N.J.S. 40A:5-14, every municipality shall adopt a cash management
plan and shall deposit and invest its funds pursuant to that plan. The plan shall be approved
annually by majority vote of the governing body and may be modified from time to time in order
to reflect changes in federal or state law or regulations. The Chief financial officer shall be
charged with administering the plan.

When an investment in bonds maturing in more than one year is authorized, the maturity
of those bonds shall approximate the prospective use of the funds invested.

The plan also requires a monthly report to the governing body summarizing all

investments made or redeemed since the previous report and shall include, at a minimum, the
specific detailed information as set forth in the statute.

D. Credit Risk Categories

All bank deposits and investments as of the balance sheet date are classified as to credit
risk by the following two categories described below:

Bank Balance
Dec. 31,2012 Dec. 31, 2011

Depeository Account

Insured:
FDIC $ 410,190 350,224
GUDPA 2.586,606 2.645.973

$ 2,996,796 2,996,197

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the government’s
deposits may not be returned to it. The Borough does not have a formal policy for custodial
credit risk.

State law limits investments as noted above.
During the year, the Borough had none of its idle funds invested in repurchase

agreements collateralized by eligible securities. At the close of the year, no such investments
were held by the Borough.

31.



NOTE 3: Debt

The Local Bond Law governs the issuance of bonds and notes to finance general
municipal and utility capital expenditures. Bonds are retired in serial installments within the
statutory period of usefulness. Bonds issued by the Borough are general obligation bonds, backed
by the full faith and credit of the Borough. Bond anticipation notes are issued to temporarily
finance capital projects, prior to the issuance of serial bonds. The term of the notes cannot exceed
one year but the notes may be renewed from time to time for a period not exceeding one year.
All such notes must be paid no later than the tenth anniversary of the date of the original note.
The State of New Jersey also prescribes that on or before the third anniversary date of the original
note, a payment of at least equal to the first legally payable installment of the bonds in
anticipation of which such notes were issued be paid. A second legal installment must be paid of
the notes are to be renewed beyond the fourth anniversary date of the original issuance. Tax
anticipation notes are issued if the cash on hand is not sufficient to carry on normal operations of
the municipality at any time during the year. Such notes are authorized by a resolution adopted
by the governing body.

Long-Term Debt — There was no long-term debt.

A. Short-Term Debt

On December 31, 2012, the Borough’s outstanding Bond Anticipation Notes were as
follows:

Interest

General Capital Fund Rate Amount

Improvements to Laurel Avenue* $ 25,000.00
Senior Recreation Center 1.50% 65,000.00
Senior Recreation Center*® 60,000.00
Street Sweeper 1.50% 50,000.00
Front End Loader* 45,000.00
Improvements to Laird Avenue* 60,000.00
Improvements to Avondale Avenue* 60,000.00
Improvements to Avondale Avenue 1.00% 10,000.00
Improvements to Evergreen Avenue* 60,000.00
Improvements to Evergreen Avenue 1.00% 35,000.00
Improvements to Firechouse* 25,000.00
Improvements to Ridge Avenue 70% 20,000.00
Improvements to Bennett Avenue 70% 90,000.00
Improvements to Third Avenue .70% 70,000.00
Dump Truck* 40,000.00
Police Equipment* 30,000.00
Improvements to Adams Field* 54,599.80
Improvements to Adams Field* 120,000.00
Improvements to Fourth Avenue 1.00% 110,000.00
Communication Equipment* 10,000.00
Communication Equipment* 60,000.00
Communication Equipment* 40,000.00
Improvements to Memorial Park* 110,000.00
Improvements to Memorial Park* 20,000.00
2010 Dump Truck* 90,000.00
Borough Hall Security* 20,000.00
Improvements to Springdale & Oliver* 100,000.00

* - Items marked are Bond Anticipation Notes held by the Current Fund at 0% Interest
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NOTE 3: Debt (Continued)

A. Short-Term Debt (Continued)

Interest
Sewer Utility Capital Fund Rate Amount
Laird Avenue Pump Station 95% $ 120,000.00
Sewer Jet 95% 10,000.00

$ 130,000.00

B. Bonds and Notes Authorized but Not Issued

At December 31, 2012, the Borough had authorized but not issued bonds and notes as
follows:

General Capital Fund $ 1.582,569.00
Sewer Utility Capital Fund 96.500.00
1,679.069.00

C. Borrowing Power

New Jersey statues limit the debt of a municipality to 3.5% of the average of the last three
preceding years equalized valuations of the taxable real estate and improvements. The Borough’s
statutory net debt at December 31, 2012 was 0.58%. The Borough’s remaining borrowing power
is 2.92%.

The summary of municipal debt for the last three years and the calculation of statutory
net debt is presented in the Supplementary Data section of this report.

D. Summary of Debt Activity

During 2012 the following changes occurred in the Borough'’s outstanding debt:

Balance Balance
Jan. 1,2011 Retired Dec. 31, 2012
General Debt:
Bond Anticipation Notes $ 1,760,100.00 280,500.00 1,479,600.00
Sewer Utility Fund Debt:
Bond Anticipation Notes 190.000.00 60.000.00 130.000.00
$1,950,100.00 340,500.00 1,609,600.00

NOTE 4: Accrued Sick and Vacation Benefits

As discussed in Note 1 and in accordance with accounting principles prescribed by the
State of New Jersey, the cash basis of accounting is followed for recording the Borough’s liability
related to unused vacation and sick pay. The Borough permits certain employees within limits to
accumulate unused vacation and sick pay, which may be taken as time off or paid at a later date at
an agreed upon rate. The estimated current cost of such unpaid compensation is not available. In
accordance with New Jersey accounting principles, this amount is not reported as an expenditure
or liability in the accompanying financial statements.
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NOTE 5: Fund Balances Appropriated

The fund balance at December 31, 2012, which was appropriated and included as
anticipated revenue in the year ending December 31, 2013 as follows:

Current Fund:

Fund Balance $ 370,000.00
Sewer Utility 43,000.00
Sewer Utility in Current 70,000.00

NOTE 6: Assessment and Collections 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
(Board) by January 10 of the following year. Upon the filing of certified adopted budgets by the
Borough, Local School District and County, 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 duphcate of the tax
rolls to be delivered to the Borough Tax Collector (Collector) on or before May 13"

Tax bills are prepared then mailed by the Collector of the Borough annually and set forth
the final tax for the tax year. 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
August 1* and November 1%, and the final payments are due and payable on February 1¥ and May
1. The N.J. 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 penaltics of 8% or 18% of the amount delinquent. If taxes are
subject to “Tax Sale” which places a tax lien on the property allowing the holder to enforce the
tax lien on real estate as of July 1™ of the current tax year even though the amount due is not
known.

NOTE 7: Deferred Charges to Future Taxation Funded and Unfunded

Upon the authorization of capital projects, the Borough establishes deferred charges for
the cost of the capital projects to be raised by future taxation. Funded deferred charges relate to
permanent debt issued, whereas unfunded deferred charges relate to temporary or non-funding of
the authorized cost of capital projects. According to the New Jersey Statutes Annotated 40A:2-4,
the Borough may levy taxes on all taxable property within the local unit to repay the debt.
Annually, the Borough raises the debt requirements for the particular year in the current budget.
As funds are raised, the deferred charges are reduced.

NOTE 8: Pensions

A. Plan Description

Employees of the Borough are enrolled in one of two cost sharing multiple-employer
public employee retirement systems: the Public Employee’s Retirement System (PERS) or the
Police and Firemen’s Retirement System (PFRS) of New Jersey, which are administered by the
New Jersey Division of Pensions and Benefits. These plans provide retirement, disability, annual
cost of living adjustments and death benefits to plan members. Each plan has a Board of Trustees
that implement benefit provisions which are established and amended by State statute. The
Division issues a publicly available financial report that includes financial statements and
required supplementary information. That report may be obtained in writing to:
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NOTE 8: Pensions (Continued)

A. Plan Description (Continued)

State of New Jersey
Division of Pensions and Benefits
P.O. Box 295
Trenton, NJ 08625-0295

As a general rule, all full-time employees are eligible to join one of the two public
employees’ retirement systems.

The contribution requirements of plan members are determined by State statute. In
accordance with Chapter 62, P.L.1994, plan members enrolled in the Public Employees’
Retirement System are required to contribute 5% of their annual covered salary. In accordance
with Chapter 204, P.L. 1989, plan members enrolled in the Police and Firemen’s Retirement
Systems are required to contribute 8.5% of their annual covered salary. Contributions during the
last three years for the plans are as follows from the Borough.

PERS PFRS
2012 $ 164,532 344,770
2011 149,287 428,500

2010

NOTE 9: Interfunds Receivable and Pavable

The following interfund balances remained on the balance sheet at December 31, 2012:

Interfund Interfund
Receivables Payables

Fund
Current Fund $ 453,655.57 47.,000.00
General Capital 347,858.05
Sewer Operating Fund 2479729 44,510.70
Environmental Commission 3,286.82
Sewer Capital Fund 24.797.29
Payroll 20,000.00 20,000.00
Payroll Agency 34.000.00 45.000.00
Total $532,452.86 532,452.86

NOTE 10: Length of Service Award Program

On November 4, 2003 the voters of the Borough approved the creation of a Length of
Service Award Program (“LOSAP”). Subsequently, the Division approved the Borough’s
LOSAP plan, provided by Lincoln Financial Group. The purpose of this program is to enhance
the Borough’s ability to retain and recruit volunteer firefighters and volunteer members of
emergency service squads.
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NOTE 10: Length of Service Award Program (Continued)

Lincoln Financial Group will provide for the benefit of participants, a multi-fund variable
annuity contract as its funding vehicle. The program shall provide for a fixed annual contribution
of $800 for the fire company and the first aid squad to each eligible volunteer who accumulates a
minimum of 80 service points based on criteria established by Borough Ordinance No. 2003-32.
The Borough’s contribution shall be included in the current year’s budget.

All amounts awarded under a length of service award program shall remain the asset of
the sponsoring agency; the obligation of the sponsoring agency to participating volunteers shall
be contractual only; and no preferred or special interest in the awards made shall accrue to such
participants. Such money shall be subjected to the claims of the sponsoring agency’s general
creditors until distributed to any or all participants.

Borough contributions for the year ended December 31, 2012 were $30,000. The
Borough’s estimated contribution for the year ended December 31, 2013 is $30,000. We did
review the plan for the year ended December 31, 2012 in accordance with the American Institute
of Certified Public Accountants (AICPA) Statement of Standards for Accounting and Review
Services in conjunction with the 2012 audit of the Borough’s financial statements.

At December 31, 2012, the value of the plan is $206,122.65.

NOTE 11: Deferred Charges to be Raised in Succeeding Budgets

Certain expenditures are required to be deferred to budgets of succeeding years.

Amount
Resulting
Balance From Balance
Dec. 31, 2012 2012 Dec. 31, 2013
Current Fund:
Emergency Appropriation $ -0- 250,000.00 250,000.00

NOTE 12: Contingencies

It is the opinion of the Borough officials that there is no litigation threatened or pending
that would materially affect the financial position of the Borough or adversely affect the Borough
to levy, collect and enforce the collection of taxes or other revenue for the payment of its bonds
or other obligations.

Negligence and other types of liability suits of which the Borough is aware, appear to be
within the stated policy limits and would be deferred by the respective carriers.

NOTE 13: Significant Accounting Pronouncements

In June 2009, the FASB issued FASB ASC 105, Generally Accepted Accounting
Principles, which establishes the FASB Accounting Standards Codification as the sole source of
authoritative generally accepted accounting principles. Pursuant to the provisions of FASB ASC
103, the Borough has updated references to GAAP in its financial statements issued for the period
ended December 31, 2012. The adoption of FASB ASC 105 did not impact the Borough’s
financial position or results of operations.
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NOTE 13: Significant Accounting Pronouncements (Continued)

In May 2009, the FASB updated ASC 855, Subsequent Events, which is effective for
reporting periods ending after June 15, 2009. ASC 855 establishes general standards of
accounting for and disclosure of events that occur after the balance sheet date, but before the
financial statements are issued, or are available to be issued. The Borough adopted the amended
sections of ASC 855 and it did not have an impact on the Borough’s financial statements. The
Borough evaluated all events or transactions that occurred after December 31, 2012 through
August 13, 2013.

NOTE 14: Subsequent Events

On October 29, 2012 Hurricane Sandy struck the New Jersey coast and caused extensive
damage to many communities among which included the Borough of Neptune City. It is
anticipated that although the amount of the reimbursement from FEMA is not yet known that the
majority of the claimed costs will be reimbursed. Any unreimbursed costs will not be material
and do not present a problem with the “going concern concept”.
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COMPARISON OF TAX LEVIES AND COLLECTION CURRENTLY 38.

Year Tax Levy Collections Collection
2012 $ 11,932,157.10 11,437,603.43 95.85%
2011 11,592,918.02 11,334,595.61 97.77%
2010 11,165,980.11 10,933,098.45 97.91%

DELINQUENT TAXES AND TAX TITLE LIENS

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

Year Amount of Amount of
Ended Tax Title Delinquent Total Percentage
December 31 Liens Taxes Delinquent of Tax Levy
2012 $287,731.89 467,719.41 755,451.30 4.49%
2011 264,486.33 247,744.56 512,230.89 4.42%
2010 253,169.66 220,710.55 473,880.21 4.24%

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 Amount
2012 $ 53,213.00
2011 53,213.00
2010 53,213.00
COMPARATIVE SCHEDULE OF TAX RATE INFORMATION
2012 2011 2010
Tax Rate $2.74 2.66 2.57
Apportionment of Tax Rate
Municipal $1.05 1.02 0.95
County 0.37 0.36 0.36
Local School 1.32 1.29 1.26
Assessed Valuations
2012 $ 434,764,136
2011 $ 433,133,119
2010 $ 433412819

COMPARISON OF CURRENT FUND AND SEWER UTILITY OPERATING FUND BALANCES

Utilized in

Utilized in Sewer Utilized in Current
Budget of Utility Budget of Budget of
Current Succeeding Operating Succeeding Succeeding
Year Fund Year Fund Year Year
2012 $756,472.00 370,000.00 162,228.00 43,000.00 70,000.00
2011 868,245.00 450,000.00 183,207.00 47,000.00 60,000.00

2010 923,527.00 650,000.00 239,536.00 75,000.00 §0,000.00



SUMMARY OF MUNICIPAL DEBT

Year 2012 Year 2011 Year 2010

Issued and Qutstanding
General

Notes $ 1,479,600.00 1,760,100.00 1,682,300.00
Sewer Utility

Notes 130,000.00 190,000.00 250,000.00
Net Debt Issued 1,609,600.00 1,950,100.00 1,932,300.00
Authorized But Not Issued
General

Bonds and Notes 1,582,569.00 941,319.00 1,240,211.00
Sewer Utility

Bonds and Notes 96,500.00 96,500.00 96,500.00
Total Authorized But Not Issued 1,679,069.00 1,037,819.00 1,336,711.00
Net Bonds and Notes Issued and

Authorized But Not Issued $ 3,288,669.00 2,987,919.00 3,269,011.00
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

Gross Debt Deductions Net Debt
Local School District Debt $ 7,595,000.00 7,595,000.00
Sewer Utility Debt 226,500.00 226,500.00
General Debt 3,062,169.28 3,062,169.00
$ 10,883,669.28 7,821,500.00 3,062,169.00

Net Debt $3,062,169.00 divided by Equalized Valuation Basis per N.J.S.A. 40A:2-6 as
amended $521,519,850.00 = 0.587%

Borrowing Power Under N.J.S.A. 40A:2-6
3% of Equalized Valuation Basis (Municipal)
Net Debt

§ 18,253,195.00
3,062,165.00

Remaining Borrowing Power

$ 15,191,026.00

Calculation OF' Self-Liquadating Purpose'Sewer Utility Fund" Per N.J.S. 40A:2-45
Cash Receipts from Fees or Other Charges for Year and Fund Balance
Deductions:

Operating

Debt Service
Total Deductions

$ 1,061,800.00
63,500.00

$  1,166,352.00

1,125,300.00

Excess in Revenue-Self Liquidating

$ 41,052.00
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The following officials were in office during the period under review:

Name
Robert Brown
Richard Pryor
Joseph Zajak
Barbara Shafer
Lawrence Cross
Susan Mitchell
Charles Hartl
Mary Sapp

William Folk
Tamara Brown
Richard Thompson
Dorothy Reibrich
Matt Shafai

Mark Aikins
William Doolittle

Jerry Applegate

Robert Reynolds
J. Stephen Walters

The above bond was provided by the Monmouth County Municipal Joint Insurance Fund.

BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

LIST OF OFFICIALS AND SURETY BOND COVERAGE

DECEMBER 31, 2012

Position

Mayor

Member of Council
Member of Council
Member of Council
Member of Council
Member of Council
Member of Council

Administrator, Borough Clerk, Treasurer and

Tax Collector

Chief Financial Officer and Purchasing Agent
Deputy Clerk and Deputy Treasurer
Municipal Court Judge

Municipal Court Clerk

Engineer
Attorney

Construction Official, Zoning Offical, Building
Sub-Code Official and Fire Sub-Code Inspector

Housing Officer, Building Sub-Code Official and
Fire Sub-Code Inspector

Code Enforcement Officer

Assessor

Amount
of Bond

$ 1,000,000.00

There was a Public Employees' Blanket Bond insurance policy in effect for the period under audit, in

the amount of $50,000.00. Coverage was supplied by the Monmouth County Joint Insurance Fund.

All of the bonds were examined and properly executed.
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BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

CURRENT FUND Exhibit A-4

SCHEDULE OF CASH - TREASURER

State and Federal

Current Fund Grant Fund
Ref.
Balance December 31, 2011 A $  1,322,140.28 43,538.87
Increased by:
Property Taxes A-5 $ 11,549,584.85
Prepaid Taxes A 86,790.33
State of New Jersey Veterans and Senior Citizens A-6 61,750.00
Revenue Accounts Receivable A-13 1,226,062.36
Federal and State Grants Receivable A-16 79,065.36
Federal and State Grants Unappropriated A-17 15,400.03
Miscellaneous Revenue Not Anticipated A2 141,732.60
FEMA Reimbursement A-9 149,121.76
General Capital Notes A 135,500.00
Sewer Capital Notes D 15,000.00
Interfunds:
Current Fund Contra 53.,637.00
13,365,541.90 148,102.39
14,687,682.18 191,641.26
Decreased by:
Budget Appropriations A-3 5,410,585.07
Appropriation Reserves A-14 123,758.28
Federal and State Grants Contra 53,673.00 152,366.97
Local District School Taxes A-11 5,650,020.00
County Taxes Payable A-12 1,589,434.43
Interfunds:
Capital C 323,629.55
Sewer Operating D 37,510.70
Payroll Agency A 40,000.00
13,228,611.03 152,366.97

Balance December 31, 2012 A $  1,459,071.15 3927429
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BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH 43.

CURRENT FUND

Exhibit A-6
SCHEDULE OF SENIOR CITIZEN AND VETERANS
DEDUCTIONS DUE FROM STATE OF NEW JERSEY
Ref,
Balance December 31, 2011 (Due To State) A $ 3,107.38
Increased by:
Veterans Per Tax Billings $51,250.00
Senior Citizens Per Tax Billings 11,500.00
Senior Citizens Allowed by Tax Collector 250.00
Veterans Allowed by Tax Collector 989.11
63,989.11
Less Senior Citizens Deductions Disallowed By
the Tax Collector 2,208.30
A-5 61,780.81
(58,673.43)
Decreased by:

Received from State A-4 61,750.00
Balance December 31, 2012 (Due to State) A $ 3,076.57
SCHEDULE OF TAX TITLE LIENS

Exhibit A-7
Ref.
Balance December 31, 2011 A $ 264,486.33
Increased By:
Transferred From Taxes Receivable A-5 23,245.06

Balance December 31, 2012 A $ 287,731.39




BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

CURRENT FUND

SCHEDULE OF FORECLOSED PROPERTY

Ref.
Balance Dec. 31, 2011 and 2012 A

RESERVE FOR HURRICANE SANDY

Ref.
Cash Received A, A4

SCHEDULE OF RESERVE FOR MASTER PLAN

Ref.
Balance Dec. 31, 2011 and Dec. 31, 2012 A

Exhibit A-8

$ 53,213.00

Exhibit A-9

$ 149,121.76

Exhibit A-10

$ 12,100.00
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BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

CURRENT FUND

SCHEDULE OF LOCAL DISTRICT SCHOOL TAXES

Ref.
Balance Payable Dec. 31, 2011 A
School Tax Deferred $ 1,675,000.00
School Tax Payable A 1,108,996.88
Levy School Year:
Dec. 31, 2011 to Dec. 31, 2012 A-1
Decreased by:
Paid A-4
School Tax Deferred 1,675,000.00
School Tax Payable A 1,191,022.88

Exhibit A-11

$2,783,996.88

5,732,046.00

8,516,042.38

5,650,020.00

Balance December 31, 2012

SCHEDULE OF COUNTY TAXES PAYABLE

$2,866,022.88

Exhibit A-12

$ 8,385.30
279.96

Ref.
Balance December 31, 2011
Due County For Added Taxes A
Additional 2011 County Added Taxes A-1
County Tax Levy:
General County $1,391,639.05
County Library 80,946.27
County Health 27,751.86
County Open Space Preservation 80,711.85
Due County for Added Taxes 4,923.89
A-1
Decreased by:
Paid A-4

Balance December 31, 2012
Added Taxes Due County A

8,665.26

1,585,972.92

1,589,434.33

$ 5,203.85
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BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

CURRENT FUND

SCHEDULE OF APPROPRIATION RESERVES

Ref.
Balance Dec. 31, 2011 A
Increased By:
Encumbrances A
Decreased by:
Disbursed A-4 $ 123,758.28
Balance Lapsed A-1 263,116.60

Exhibit A-14

$ 347,731.41

39,143.47

386,874.88

$ 386,874.88
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BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

SCHEDULE OF RESERVE FOR DOG FUND EXPENDITURES

Balance December 31, 2011

Increased by Receipts:
Receipts

Decreased by:
Expenditures Under R.S.4:19-15.1

Balance December 31, 2012

B-1

SCHEDULE OF RESERVE FOR DOG FUND EXPENDITURES

DUE TO/(FROM) STATE OF NEW JERSEY

Increased by:
Dog License Fees Collected

Decreased by:
State Registration Fees Paid

Balance December 31, 2012 - Due to

Ref.

52.

Exhibit B-2

§ 1,376.11

7,733.85

9,109.96

8,406.23

S 70373

Exhibit B-3

8 92040

899.40

$ 21.00



BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

SCHEDULE OF RESERVE FOR UNEMPLOYMENT INSURANCE

Exhibit B-4
Ref.
Balance December 31, 2011 B $ 108,001.19
Increased by:
Receipts B-1 32,996.85
140,998.04
Decreased by:
State Billings B-1 46,819.67
Balance December 31, 2012 B $ 94,178.37
SCHEDULE OF RESERVE FOR MUNICIPAL ALLIANCE
Exhibit B-5
Ref.
Balance December 31, 2011 B $ 794.12
Increased by:
Receipts B-1 122.03
916.15
Decreased by:
Disbursed B-1 695.00

Balance December 31, 2012 B $ 221.15




BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

TRUST FUND
Exhibit B-6
SCHEDULE OF RESERVE FOR RECREATION COMMISSIONERS
Ref.
Balance December 31, 2011 B $ 39,524.52
Increased by:
Receipts B-1 47,304.39
86,828.91
Decreased by:

Disbursements B-1 55,652.38
Balance December 31, 2012 B $ 31,176.53
SCHEDULE OF RESERVE FOR EMERGENCY MANAGEMENT -

HAZARDOUS MATERIALS

Exhibit B-7
Ref.
Balance December 31, 2011 B $ 3,382.83
Increased by:
Receipts B-1 2,338.30
5,721.13
Decreased by:
Disbursements B-1 3,873.40

Balance December 31, 2012 B $  1,847.73




BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

Exhibit B-8
TRUST FUND
SCHEDULE OF RESERVES FOR SPECIAL TRUST
Ref.
Balance December 31, 2011 B $ 95,088.78
Increased by:
Receipts B-1 302,441.40
397,530.18
Decreased by:
Disbursed B-1 320,420.38
Balance December 31, 2012 B $ 77,109.80
SCHEDULE OF RESERVE FOR ENVIRONMENTAL
Exhibit B-9
Ref.
Balance December 31, 2011 B $  27,003.82
Increased by:
Receipts 17,222.54
44,226.36
Decreased by:
Disbursed 25,770.80

Balance December 31, 2012 B $ 18,455.56




BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

TRUST FUND

SCHEDULE OF RESERVE FOR LAW ENFORCEMENT TRUST

Ref,
Balance December 31, 2011 B
Increased by:
Receipts B-1
Decreased by:
Disbursements B-1
Balance December 31, 2012 B
SCHEDULE OF RESERVE FOR UNIFORM FIRE SAFETY
Ref.
Balance December 31, 2011 B
Increased by:
Receipts B-1
Decreased by:
Disbursements B-1
Balance December 31, 2012 B
SCHEDULE OF RESERVE FOR UNUSED SICK LEAVE
Ref.
Balance December 31, 2011 B
Increased by:
Receipts B-1
Balance December 31, 2012 B
SCHEDULE OF RESERVE FOR PUBLIC DEFENDER
Ref.
Balance December 31, 2011 B
Increased by:
Receipts B-1
Decreased by:
Disbursements B-1

Balance December 31, 2012 B

Exhibit B-10

$  8,838.04
38.16
8,876.20
985.38

S 789082

Exhibit B-11

$ 242846
11.35
243981
822.89

5161692

Exhibit B-12

$§ 438899
20.59

§  4409.58

Exhibit B-13

$  1,245.15
5.746.11
6,991.26
6,421.40

$ 569.86

56.



BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

TRUST FUND

SCHEDULE OF RESERVES FOR OFF DUTY EMPLOYMENT

Ref.

Increased by:

Receipts B-1
Decreased by:

Disbursed B-1
Balance December 31, 2012 B

SCHEDULE OF RESERVE FOR DEVELOPER'S ESCROW

Balance December 31, 2011 B

Increased by:

Receipts B-1
Decreased by:

Disbursements B-1
Balance December 31, 2012 B

57.

Exhibit B-14

$ 125364.62

124,102.30

$ 1,262.32

Exhibit B-15

$ 138,485.88

23,753.75

162,239.63

52,424.47

$ 109,815.16




BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

Balance December 31, 2011

Increased by:
Interfund Current
Grants Receivable

Decreased By:
Interfund Current
Improvement Authorizations

Balance December 31, 2012

GENERAL CAPITAL FUND

SCHEDULE OF CAPITAL CASH

Exhibit C-2

$ 7,431.63

128,804.86

Ref.
C
C-3 $ 50,343.61
C-3 78,461.25
C-3 345.54
C-6 90,676.86
C

136,236.49

91,022.40

$ 45,214.09

58.
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BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

GENERAL CAPITAL FUND

SCHEDULE OF CAPITAL IMPROVEMENT FUND

Balance December 31, 2011
Increased by:

2012 Appropriations
Decreased by:

Appropriated to Finance Improvement Authorizations

Balance December 31, 2012

65.

Exhibit C-7

$26,800.00

30,000.00

56,800.00

33,750.00



66.

00°001°8¥
00°00S°€
00°006°0T
00°0S€°6
00005 ¢¥
00°6£¥°T1
00°00S
00°0S8v¢
00'000°L
00°00S°C
00°0ST Y1
L6'T98°Y
vT11T
0T 1LO'L
0€°'8L6°81
£7'896°C
00°000°S
L90£T01T
05°586
00°0St°1
00°00S‘t
L1TTET
9€°995°9
L8°T98°01

00°001°8%
00°00S°¢
00°006°0T
00°0S€°6
00°00S°tY
00°6£+TI
00°00S
00°0S8+€
00°000°L
00°00S°T
00°0STH1T
L6798y
YT 11T
0T 1L0°L
0€'8L6'81
$T'89S°C
00°000°S
L90£T01T
05686
00°0St°1
00°'00S‘t
L1TTET
9¢°995‘9
L8°T98°01

10T ‘1€ " Ra

aduejey

7)o 1 3deq
8- Nquuxy

suoprZLIOYINY
r4tird

AAZTIOHLNYV SALON ANV SANOY 0 A'INAHHOIS

110Z ‘I€ ?d

duepey

dHASST LON LN

SO0T/P1/11
S00T/S1/9
S00¢/51/9
S00¢/11/y
Y00T/01/S
Y00C/01/S

¥00C/8/¢
£00¢/TT/T
<00T/eT/Tl
¢007/6/6
C00T/8/L
c00T/8/¥
100¢/1¢/11
1002/6</S
000T/11/T1
000T/8¢/8
000¢/8¢/8
0002/92/9
000C/01/v
8661/8¢/C1
8661/LT/Y
8661/6/¢
9661/8/v

v661/1¢/C1

e

(NNA TV LIdVD TVHANAD

"OAY 1IoUUag] 0} stuaweaosduuy
odooms 192115

woIsAg suoydora],

QAY USITIoAT] stuowasorduy
JOpROT PUH JUOI]

‘1§ AUSUYOA 29 9AVY 93pTy 01 sjuswdAoIduy

juowrdmbys voneosrunwwo)
DAY JJRPUOAY 0] STuatuoaoxdu]
"9AY parer] 01 sjudwasoxduw]
yonap dungy
juswrdinby] SutouSIOJUO) 0OPIA
9AY JoIne 0} syuauwoAoxdury
asnorjai,] 0} syuswAosdury
sjuowasordw] peoy 00T
"OAY BIUBAJAS - JOPLIIO)) UBLIISOPO]
10199[10)) JBo]
yuawdimbsyy gojedsi(q 201104
SIAY 1SND0T 29 I[BPIAATY - sjuawAosdu]
I A 21 100T
PY e Stuowaoxdiu]
QALI(T JOATO STuswaAodun]
yonry dung
wreifold yuswsaordw] Aempeoy]
¥onuiJ, 2I1,d JO 9seydIng

Jsoding

HLNONNOI A0 ALNNOD - ALLD ANNLJAN 40 HONO0HO04



67.

D 9-D ®)
84°695°78S°1 00°0ST’1¥9 F6IEIH6  $
00°000°8TT 00'000°8TC
00°000°LS 00°000°LS
00°0ST 95¢ 00'05T°96¢
00'000°81 00°000°81
00°SS9°8T 00'SS9°8C
00°€0T°0€ 00'€0T°0€
00'§TS91 00'STS 91
00'05L'6 00°0SL6
00°000°8¢ 00'000°8¢
00°'SLI'ST 00°SL1°ST
00°00S°L1 00°00S°L1
00°95S°81 00'95S‘81
009¢S°L1 00°9€S°L1
00°0S€° 1€ 00°0S€°1¢€
9L°€€9°L1 9L°€E9°L1
00°0S€°8S 00°05€°8S
0T L8STH1 0T L8STH1

10T “1€ 2 suonezLIoyIny 1107 ‘1€ "9d
auejey uejey
dANSST ION 1Nnd
730 7 9%eq AAZTIOHINY STLON ANV SANOY 40 A TNAJAHDS
8-D NqIyxy

3
Ccl10¢/LT/8 IOPLLIO)) UBLIISIP]
CloT/11/L yonay dny yo1d
¢10¢/5¢/9 NOTIL QUIT
110T/8¢/T Aunoag 118 ySnozog
1107/€T/S IOATIO) 29 o[epTunidg 01 sjuowsAoxdury
0102/9C/L 21Uy AJTUNWIWIO)) 0) sjuataAoldw]
010C/9T/L Jied [eHOWA stuewdAoxdwy
6002/9¢/01 yoni], dum(
600T/9T/01 WRISAS [on,] punoIdiopun
6007/97/01 juowdinbiy 0apr A Jo aseyomyg
600C/¢ /v plar] swepy o} sjuowaaoidu]
6007/6/€ 11 9sey - "9AY Yyt o3 sjuswsaoxduy
00Z/8T/Y BIUBAIAS "M 29 PUH Iser 01 sjusuwaaoxdwy
8007/£C/9 101991100) Jeo1 800C
R00¢/11/% DAY YY1 01 stuawaaosdury
L00Z/9¢/C "0AY JHNo 01 sjustoaosdiu]
900T/¥C/L OAY Py ], 01 stuowaAordw
Jle( asodang

ANOA 'TVLIAVD "TVHANAD

HLAONNON 40 ALNNOD - ALID ANALJAN 4O HONOHOY



BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

Balance December 31, 2011

Increased by:
Sewer Charges Receivable
Interest Income Due Operating
Interfund Current
Miscellaneous Revenue
Prepaid Sewer Charges

Total Receipts

Decreased by:
Encumbrances
Appropriation Reserves
2012 Appropriations

Total Disbursements

Balance December 31, 2012

Fund Balance

Capital Improvement Fund

Interfund Sewer Operating

Imorovement Authorizations:
Improvements-Steiner Ave.
Improvements-Windsor Court
Improvements-Ridge Ave.
Sewer Jet
Laird Avenue Pump Station
Improvements-Bennett Ave.
Truck

Ref.

68.

SEWER UTILITY FUND Exhibit D-4
SCHEDULE OF CASH
Ref. Operating Capital
D $ 399,703.91 104,959.11
D-2 1,088,010.59
D-5 1,102.51
487.45
D-1 14,188.88
D-2 31,309.21
1,133,996.13 1,102.51
1,533,700.04 106,061.62
D-8 10,576.67
D-7 207,103.01
D-8 1,018,656.43
1,236,336.11
D $ 297,363.93 106,061.62
SEWER CAPITAL FUND
ANALYSIS OF SEWER CAPITAL CASH
Exhibit D-5
Balance Transfers Balance
Dec. 31. 2011 Receipts From To Deec. 31. 2012
$ 22,411.84 22,411.84
84,795.75 2,000.00 86,795.75
25,694.78 1,102.51 2,000.00 24,797.29
12,706.06 12,706.06
10,566.07 10,566.07
(387.03) (387.03)
(530.30) (530.30)
(218.91) (218.91)
4,074.85 4,074.85
(54,154.00) (54,154.00)
$ 104,959.11 1,102.51 2,000.00 2,000.00 106,061.62
D D-2 D



BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

SEWER UTILITY FUND

SCHEDULE OF SEWER RENTS RECEIVABLE

Ref.
Balance December 31, 2011 D
Increased by:
Rents Levied
Decreased by:
Receipts - Sewer Account D-2
Balance December 31, 2012 D
SCHEDULE OF APPROPRIATION RESERVES
Ref.
Balance December 31, 2011 D
Decreased by:
Disbursed D-4 $ 207,103.01
Cancelled D-1 30,987.42

69.

Exhibit D-6

$ 124,780.24

1,114,206.36

1,238,986.60

1,119,352.00

$ 119,634.60

Exhibit D-7

$ 238,090.43

$ 238,090.43




BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

SEWER OPERATING UTILITY FUND

SCHEDULE OF FIXED CAPITAL

Description
Sewer System Prior to January 1, 1935

Sewer Improvements-1937
Legal Fees
Engineering Fees
Interest during Construction

Miscellaneous Expense
Sewer Extension-1947
Addition and Improvements-1952
Addition and Improvements-1969
Improvement to Sewer Treatment Plant
Alteration & Improvement of Sewer Lift Stations-1969
Purchase of Sewer Roddler-1975
Conversion to Sewer Pumping Stations-1986
Purchase of Front End Loader-1987
Construction of Storage Building-1990
Purchase & Installation of Sewer Pump-1990
Purchase of Sewer Jet & Breaker-1990
Improvement to Sewer System-1994
Improvement to Pumping Station-1992
Installation of Communications-1996

SCHEDULE OF CAPITAL IMPROVEMENT FUND

Ref.

Exhibit D-8

Balance
Dec. 31, 2011
and 2012

$ 150,000.00
17,100.00
950.00
1,026.00
500.00
374.86
8,159.00
43,642.14
180,791.13
36,126.09
22,904.92
6,200.00
184,241.43
22,612.92
19,849.85
4,784.23
23,510.89
150,000.00
51,870.61
45,109.98

&

1,009,754.05

Balance December 31, 2011

Increased by:
Bubget Appropriation

Balance December 31, 2012

Exhibit D-9

$ 84,795.75

2,000.00

&

86,795.75
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BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

Exhibit E-1
PUBLIC ASSISTANCE FUND
SCHEDULE OF PUBLIC ASSISTANCE CASH-TREASURER
Fund
Ref. PATF1 PATF 11 Total
Balance December 31, 2011 E $ 43,917.77 77,699.85 121,617.62
Increased By:
State Aid 7,579.00 7,579.00
Interest Income 203.23 254.95 458.18
SSI Refunds 3,780.00 3,780.00
203.23 11,613.95 11,817.18
44,121.00 89,313.80 133,434.80
Decreased by:
Public Assistance - 2012 56,543.00 56,543.00
Miscellaneous 832.41 832.41
832.41 56,543.00 57,375.41

Balance December 31, 2012 E §  43,288.59 32,770.80 76,059.39




BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH 74.

Exhibit E-2
PUBLIC ASSISTANCE FUND
SCHEDULE OF PUBLIC ASSISTANCE CASH AND RECONCILIATION
PER N.J.S.A. 40A:5-5
Ref.
Balance December 31, 2011 E-1 $ 121,617.62
Increased By:
Cash Receipts Record 11,817.18
133,434.80
Decreased by:
Cash Disbursements Record 57,375.41
Balance December 31, 2012 E-1 $ 76,059.39
Fund
Recongciliation - December 31, 2012 : PATF 1 PATF I Total

Balance on Deposit per Bank Statements:
Checking $ 43,288.59 32,770.80 76,059.39




BOROUGH OF NEPTUNE CITY - COUNTY OF MONMOUTH

Exhibit E-3
PUBLIC ASSISTANCE FUND
SCHEDULE OF PUBLIC ASSISTANCE REVENUES
Fund
PATF I PATF I1 Total
State Aid Payments $ - 7,579.00 7.579.00
Interest Earned 203.23 254.95 458.18
Supplemental Security Income:

State/Municipal Refund - 3,780.00 3,780.00
Total Revenues (PATF) 203.23 11,613.95 11,817.18
Intrafund Transfer -

Total Receipts $ 203.23 11,613.95 11,817.18
Ref. E-l
SCHEDULE OF PUBLIC ASSISTANCE EXPENDITURES
Exhibit E-4
Fund
PATF I PATF 11 Total
Payments for Current Year Assistance
(Reported):
Maintenance Payments $ - 35,190.00 35,190.00
Other:
Temporary Rent Assistance 17,680.00 17,680.00
Work Related 1,528.00 1,528.00
Emergency Assistance - Rent - 2,145.00 2,145.00
Total Payments Reported - 56,543.00 56,543.00
Assistance Not Reported 832.41 832.41
Total Disbursements (PATF) $ 832.41 56,543.00 57,375.41

Ref. E-1
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RICHARD J. HELLENBRECHT, JR., C.P.A., P.S.A.

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 Board of Commissioners

Borough of Neptune City

County of Monmouth

Neptune City, New Jersey 07753

We have audited the consolidated financial statements of the Borough of Neptune City (the
“Borough™), as of and for the year ended December 31, 2012, and have issued our report thereon dated
August 13, 2013. Our report disclosed that, as described in Note 1 to the regulatory basic financial
statements, the Borough prepares its financial statements on a basis of accounting prescribed by the
Division of Local Government Services, Department of Community Affairs, State of New Jersey (the
“Division”), that demonstrates compliance with a modified accrual basis of accounting and the budget
laws of the State of New Jersey, which is a comprehensive basis of accounting other than accounting
principles generally accepted in the United States of America. 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 in accordance with audit requirements prescribed by the Division.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Borough’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements but not for the purpose of expressing an opinion of the effectiveness of the Borough'’s
internal control over financial reporting. Accordingly, we do no express an opinion on the effectiveness
of the Borough’s internal control over financial reporting.

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



Internal Control Over Financial Reporting (Continued)

Our consideration of internal control over financial reporting was for the limited purposes
described in the first paragraph of this section and was not designed to identify all efficiencies in internal
control over financial reporting that might be deficiencies, significant deficiencies, or material
weaknesses. We did not identify any deficiencies in internal control over financial reporting that we
consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Borough’s consolidated financial
statements are free of material misstatement, we performed tests of it 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. We noted certain matters that we reported to management of the Borough in the comments
and recommendations section of this report and in a separate letter dated August 13, 2013.

This report is intended solely for the information and use of the Borough’s management, the
Borough Council, others within the organization, the Division, and federal and state awarding agencies
and pass through entities, and is not intended to be and should not be used by anyone other than these
specified parties.

Rabient A. FHulsart and Company
Independent Auditors

August 13, 2013
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GENERAL COMMENTS

Scope of Audit

The audit covered the financial activities of the Treasurer, Chief Financial Officer, Tax and
Utility Collector, the activities of the Mayor and Council, and the records of the various outside
departments.

The audit did not and could not determine the character of services rendered for which
payments had been made or for which reserves had been set up, 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 approved of such claims by
the governing body.

Cash on hand was counted and cash balances reconciled with independent certifications
obtained directly from the depositories.

The accrued and realized revenues for the various Borough Departments as shown on the
Statement of Revenue and Schedule of Revenue Accounts Receivable are presented as recorded

in the Borough records.

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

N.J.S. 40A:11-4 states “Every contract or agreement, for the performance of any work or
the furnishing or hiring of any materials or supplies, the cost or the contract price whereof is to be
paid with or out of public funds not included within the terms of Section 3 of this act, shall be
made or awarded only after public advertising for bids and bidding therefore, except as is
provided otherwise in this act or specifically by any other law. No work, materials or supplies
shall be undertaken, acquired or furnished for a sum exceeding in the aggregate amount set forth
in, or the amount calculated by the governor pursuant to Section 3 of P.L. 1971, ¢.198 (c.40A:11-
2), except by contract or agreement”. The amount set forth pursuant to the above statute was
$12,800 effective July 1, 1999. Effective July 1, 2010, the public contracts law was amended to
change the bid threshold to $26,000.00 and $36,000.00 if there is a certified purchasing agent.
Effective January 1, 2011, if there is no Qualified Purchasing Agent the bid threshold was
adjusted to $17,500.00 and $2,625.00 for quotes.

The governing body of the municipality has the responsibility of determining whether the
expenditures in any category will exceed the above statutory limitation 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.

Where expenditures of $2,625.00 or more are made on applicable items, the governing
body has the responsibility of securing quotations as defined under the statute, or higher if the
municipality has a qualified purchasing agent ($5,400.00 with a qualified purchasing agent). A
test of quotes for purchases was made with no exceptions.

Inasmuch as the system of records did not provide for an accumulation of payments for
categories for the performance of any work or the furnishings 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. The compliance
review of expenditures did not reveal any individual payments, contacts or agreements in excess
of the bid limit “for the performance of any work or the furnishing or hiring of any materials or
supplies”, other than those where bids had been previously adopted under the provisions of N.J.S.
40A:11-6.



Contracts and Agreements Required to be Advertised for N.J.S. 40A:11-4 — (Continued)

There were miscellaneous purchases through state contracts.

The minutes indicate that resolutions were adopted and advertised authorizing the
awarding of contract or agreements for “Professional Services™ per N.J S. 40A:11-4.

Collection of Interest on Delinguent Taxes and Assessments

N.JS. 54:4-67, as amended, provides the method for authorizing interest and the
maximum rates to be charged for the nonpayment of taxes or assessments on or before the date
when they would become delinquent.

The governing body on January 1, 2012, adopted a resolution authorizing interest to be
charged as follows after a 10 day grace period:

8% per annum for first $1,500.00 of delinquency and
18% per annum on any amount in excess of $1,500.00
6% penalty on total delinquency if such delinquency is in excess of $10,000.00

Such interest shall be calculated from the date due until actual payment, provided
however, no interest shall be charged if payment is made within a 10 day grace period.

It appears from an examination of the collector’s records, on a test-check basis, that
interest was collected in accordance with the foregoing resolution.

Delinquent Taxes and Tax Title Liens

The last tax sale was held on October 12, 2012. Inspection of tax sale certificates on file
revealed that all sale certificates were available for audit.

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

Number
Year of Liens
2012 1
2011 1

2010 1
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Confirmation of Delinquent Taxes and Other Charges

A test verification of delinquent charges and current payments was made in accordance
with the regulations of the Division of Local Government Services, including the mailing of
verification notices as follows:

Type Number Mailed
Delinquent Taxes 19
Sewer Charged Unpaid 10
Information - Taxes 25
Information — Sewer Utility 25

For those confirmation notices which were not returned by taxpayers, we performed
alternative procedures. No irregularities were noted.

FINDINGS/RECOMMENDATIONS

Payroll
Findings:

Approved salaries listed in the minutes indicate a range for employees but the approved
salaries should be specific to each employee to clearly identify the salary paid to each employee.
We identified two instances where errors were made in the salaries paid to employees, which has
been adjusted.

It was determined during our tests that turnovers to the payroll account were not adequate
for the withholdings disbursed from the account mainly due to incorrect percentages being
applied to Social Security liabilities. These undercharges have been adjusted and charged to the
2012 budget and the funds will be paid over to the payroll account to adjust for the undercharges.

A review of the internal controls and discussions with the Chief Financial Officer and the
Administrator indicates that these situations have been corrected for 2013.

Recommendations:

That all salaries approved in the minutes be specific for each employee so there is a clear
understanding of the salary to be paid.

That each turnover to the payroll account be reconciled to the amounts that are paid out.

That rates for Social Security and other withholdings be reviewed on a regular basis to
verify that the correct rates are being used to calculate the withholding liabilities.
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APPRECIATION

We desire to express our appreciation for the assistance and courtesies rendered by the
officials and employees during the course of the audit.
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The problems and weaknesses noted in our review were not of such magnitude that they
would affect our ability to express an opinion on the financial statements taken as a whole.

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