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SuprLEE, CLOONEY & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS
308 East Broad Street, Westfield, New Jersey 07090-2122

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

INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and Members
of the Township Committee

Township of Montgomery

County of Somerset

Belle Mead, New Jersey 08502

Report on the Financial Statements

We have audited the accompanying balance sheets - regulatory basis of the various
individual funds and account group of the Township of Montgomery, as of December 31, 2013
and 2012, the related statement of operations and changes in fund balance - regulatory basis
for the years then ended, and the related statement of revenues - regulatory basis and
statement of expenditures - regulatory basis of the various individual funds for the year ended
December 31, 2013, and the related notes to the financial statements, which collectively
comprise the Township's regulatory financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

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

material misstatements, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these regulatory financial statements
based on our audit. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America, the audit requirements prescribed by the Division of
Local Government Services, Department of Community Affairs, State of New Jersey (the
“Division”), and the standards appiicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free of material misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts and
The procedures selected depend on the

disclosures in the regulatory financial statements.
auditor's judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control refevant to the Township of Montgomery’s preparation and fair
design audit procedures that are appropriate

presentation of the financial statements in order to
an opinion on the effectiveness of

in the circumstances, but not for the purpose of expressing
Accordingly, we express no such opinion. An

the Township of Montgomery’s internal control.
teness of accounting policies used and the

audit also includes evalvating the appropria
reasonableness of significant accounting estimates made by management, as well as

evaluating the overall presentation of the regulatory financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to

provide a basis for our audit opinions.

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

As described in Note 1 of the regulatory financial statements, the regulatory financial
statements are prepared by the Township of Montgomery on the basis of the financial reporting
provisions prescribed by the Division of Local Government Services, Department of Community

which is a basis of accounting other than accounting principles

Affairs, State of New Jersey,
generally accepted in the United States of America, to meet the requirements of New Jersey.

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

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for
unting Principles” paragraph, the financial

Adverse Opinion on U.8 Generally Accepted Acco
in accordance with accounting principles

statements referred to above do not present fairly,
f America, the financial position of the various

generally accepted in the United States o
individual funds and account group of the Township of Montgomery as of December 31, 2013

and 2012, or the results of its operations and changes in fund balance for the years then ended
of the revenues or expenditures for the year ended December 31, 2013.

Opinion on Regulatory Basis of Accounting
| statements referred to above present fairly, in all

material respects, the reguiatory basis balances sheets of the various individual funds and
account group as of December 31, 2013 and 2012, the regulatory basis statement of operations
and changes in-fund balance for the years then ended and the regulatory basis statement of
revenues and expenditures and changes i fund balance for the year ended December 31,
2013 in accordance with the basis of financial reporting prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey as described in

Note 1.

In our opinion, the regufatory financia
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Other Matters

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Township of Montgomery's regulatory financial statements. The
information included in the supplementary information and data fisted in the table of contents as
required by the Division of Local Government Services, Department of Communily Affairs, State
of New Jersey and schedule of expenditures of federal awards, and the schedule of
expenditures of state financial assistance are presented for purposes of additional analysis and

are not a required part of the regulatory financial statements.

The supplemental information and schedules listed above and also listed in the table of
contents are the résponsibility of management and were derived from and relates directly to the
underlying accounting and other records used to prepare the regulatory financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the
regulatory financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the regulatory financial statements or to the regulatory financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the supplemental information listed and data in the
table of contents, schedule of expenditures of federal awards and the schedule of expenditures
of state financial assistance are fairly stated, in all material respects, in relation to the regulatory

financial statements as a whole.
Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report
dated September 15, 2014 on our consideration of the Township of Montgomery’s internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Township of Montgomery's internal

control over financial reporting and compliance.

74
CERTIFIED PUBLIC ACCQYUNTANT

September 15, 2014 REGISTERED MUNAZIPAL ACCOUNTANT NO. 50
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SHEET #1
TOWNSHIP OF MONTGOMERY
CURRENT FUND
BALANCE SHEETS - REGULATORY BASIS
BALANCE BALANCE
DECEMBER DECEMBER
REF. 31,2013 31,2012
ASSETS
Current Fund;
Cash A-4 $ 11,977.823.41 $ 9,609,369.45
Change Funds AT 675.00 675.00
$ 11,978,498.41 & 9.610,044.45
Receivables with Full Reserves:

Delinquent Property Taxes Receivable A-9 $ 782,648.89 % 739,141.46

Tax Title Liens Receivable A-10 264,990.30 253,064.75

Property Acquired for Taxes - Assessed Valuation  A-11 115,210.00 115,210.00

Revenue Accounts Receivable A-12 17.133.92 10,202.14

Refund Receivable A-1 102,621.56

Prepaid Local School District Tax A-23 0.50

Interfunds Receivable A-13 191,766.1 310,597.88

A $ 1,464,371.18 $ 1,428,216.23
Deferred Charges:

Emergency Authorization A-28 $ $ 90,550.00
$ $ 90,550.00
$ 13,442,869.59 3% 11,128,810.68

Grant Fund:

Grants Receivable A-28 $ 1,092,057.18 § 1,204,720.37

Interfunds Receivable A-25 820,5676.00 780,903.18
$ 1,912,633.18 § 1,985,623.65
$ 15,355,602.77 $ 13,114,434.23

The accompanying Notes to the Financial Statements are an integral part of this statement.
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SHEET #2
TOWNSHIP OF MONTGOMERY
CURRENT FUND
BALANCE SHEETS - REGULATORY BASIS
BALANCE BALANCE
DECEMBER DECEMBER
REF. 31,2013 31,2012
LIABILITIES, RESERVES AND FUND BALANCE
Current Fund:
Liabilities:
Appropriation Reserves A-3:A-18 $ 2,043681.52 $ 2,104,020.09
Encumbrances Payable A-19 592,916.13 767,252.80
Due State of New Jarsey-Senior Cifizens
and Veterans Deductions A-8 10,200.61 12,915.67
Reserve for Sale of Municipal Assels A-18 614,742.81 93,742.81
Tax Overpayments A-16 138,501.31 263,122.46
Interfunds Payable A-13 803,421.00 821,316.55
Prepaid Taxes A-21 1,651,153.62 588,583.96
Local District School Tax Payable A-23 0.43
Reserve for Miscellaneous Deposits A-14 795,201.32 836,761.12
' $ 6,749,818.22 $ 5,487,715.89
Reserve for Receivables A 1,464,371.18 1,428,216.23
Fund Balance A-t 5,228,680.19 4,212,878.56
3 13,442,869.59 § 11,128,810.68
Grant Fund: :
Reserve for Grants-Appropriated A-27 % 186430182 § 1,926,032.16
Encumbrances Payable A-20 48,331.36 59,591.39
3 181263318 § 1,885,623.55
3 15,355,602.77 % 13,114,434.23

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



TOWNSHIP OF MONTGOMERY

CURRENT FLIND

STATEMENTS OF OPERATIONS AND

CHANGE IN FUND BALANCE - REGULATORY BASIS

REVENUE AND OTHER INCOME

Fund Balance Utilized

Miscellaneous Revenues Anticipated

Receipts fram Delinquent Taxes

Recelpts from Current Taxes

Non-Budget Revenues

Other Credits to Income:

Unexpended Balance of Appropriation Reserves
Tax Overpayments Canceled

Miscellaneous Deposits

Grants Canceled

Interfunds Returned
Total Income

EXPENDITURES

Budget and Emergency Appropriations:
Within "CAPS"™
Opsrations Including Contingent
Deferred Charges and Regulatory
Expenditures - Municipal
Exciuded from "CAPS"
Qperations
Capital improvement Fund
Municipal Debt Service
Deferred Charges and Judgments

County Tax
Counly Tax for Added and Omilled Taxes

{.ocal District School Tax
Fire District Tax

Municipal Open Space Tax
Interfund Advances

Other
Refund of Prior Years Revenues

Total Expendilures

Excess in Revenue
Adjustments to Income Before Fund Balance:
Expenditures Included Above Which are by Statule

Deferred Charges to Budget of Succeeding Year
Stalutory Excess to Fund Balance

Fund Balance
Balance, January 1

Decreased by:
Utilization as Anticlpated Revenue

Balance, December 31

The accompanying Notes to the Financiat Stalements are an integral part of this slatement.

A3

A-3
A3
A3
A-3
A-22
A22
A-23
A-17
A-24

A4
A-4

A-1:A2

A

A"

YEAR ENDED YEAR ENDED
DECEMBER DECEMBER
31,2013 34,2012

$ 2,998,6680.00 $ 2,500,000,00
10,678,664.32 19,347,664.48
908,473.45 839,468,567
104,068,561.43 101,303,357.11
845,229.12 783,268.03
1,984,251.80 1,655,421.29

42,022.82
170,487.97
42,025.63 2,329.08

118,831.87
$ 121,677,630.54 % 126,601,986.53
$ 16,183,867.00 $ 15,961,210.00
2,108,824.00 2,056,214.00
1,864,543.65 1,620,680.93
124,476.00 123,637.50
4,628,451.81 13,096,673.18
208,430.66 82,500.00
17,500,422.08 16,634,301.26
32,978.43 47,533.80
71,699,362.86 70,275,816.44
1,542,250.00 1,496,050.00
1,486,496.00 1,487,977.77
108,937.69

102,621.56
371,425.06 74,614.33
$ 117,663,148.91 & 122,966,046.90
$ 4,014,481.63 § 3,636,939.63
80,550.00
$ 4,014,481.63 $§ 3,726,489.63
4,212,878.66 2,966,388.93
$ §,227,360.18 6,712,878.56
2,998,680.00 2,500,000.00
$ 5,228,680.19 % 4,212,878.66




Fund Balance Anticipated

Miscellaneous Revenues:
Alcohalic Beverage Licenses
Conslrugtion Code Official -

Fees and Permits

Other Fees and Parmits
Fines and Cosis - Municipal Courl
Interest and Costs on Taxes
Interest on Investments and Deposils
Burglar Alarms
Energy Receipts Tax
Sale of Municipal Assels
Preschool Registratlon
Pre K Program Registration Fees
Municipal Alllance Drug Program
Child Safely Grant
Drive Sober or Get Pulled Over
Somerset County Youth Services
Open Space Partnership
DOT Hiflstone Valley
Siate Body Armor Replacement Program
Sustainable Land Use
Recyciing Tonnage Grant
Click It or Ticket
Clean Communities Grant
Safe Corridors
Shared Services - Pennington
Shared Services - Hopewell
Uility Operating Surplus
Zero Coupons Maturing
QOpen Space Trust Fund
Lease Income - Cell Tower
Green Trust Fund
General Capital Fund Surplus
Dedlcated Trust Fund
Cable Franchise Fee

Receipts From Delinquent Taxes

Amount to be Ralsed by Taxes for
Suppeort of Municipat Budget

Budaet Totals

Non-Budget Revenues

A-12
A-15
A-12
A-12
A-26
A-26
A-28
A-28
A-26
A-26
A-26
A-26
A-26
A-26
A-26
A-26
A12
A~i2
A-12
A-12
A-12
A-12
A-12
A-12
A2
A2
A-1

A-2

A-9IA-2

A-2

%

np_ g

SHEET #1
TOWNSHIP OF MONTGOMERY
CURRENT FUND
STATEMENT OF REVENUES - REGULATORY BASIS
YEAR ENDED DECEMBER 31, 2013
ANTICIPATED
SPECIAL EXCESS
N.J.S.A. OR
BUDGET 40A:4-87 REALIZED (DEEICITY
2,998,660.00 2,998,580.00
18,250.00 § 20,752.00 2,502.00
542,200.00 886,064.00 343,864.00
758,650.00 733,578.54 (25,071.46)
238,000.00 166,426.60 (70,473.51)
230,000.00 226,366.10 (3.633.81)
10,000.00 5,003.32 (3,996.66)
11,600.00 8,895.00 (2,706.00)
1,379,037.00 1,379,037.00
§9,000.00 59,000.00
395,000.00 395,000.00
956,820,00 972,667.30 15,937.39
14,376.75 14,376.75
1,500.00 1,500.00
4,276,00 4,275.00
5,000.00 5,000.00
9,700.00 9,700.00
200,000.00 200,000.00
3,024.95 3,924.96
10,000.00 10,000.00
26,421.76 26,421.76
4,000.00 4,000.00
52,014.82 52,014.82
34,647.02 31,647.02
37,840.00 38,720.00 (1,120.00)
28,350.00 28,910.00 560.00
919,100.00 919,100.00
98,000.00 97,000,00 (1,000.00)
1,372 549.05 1,372,549.05
192,300.00 203,577.52 11,277.52
117,500.00 117,786.43 286.43
2,603,165.95 2,603,165.95
39,500.00 39,500.00
40,200.00 43,514.94 3,314.94
10,060,438.76 § 348,383.55 10,678,564.32 269,742.02
766,000.00  § 908,473.45 142,473.45
11,887,062.53  § 12,216,287.77 329,175.24
26712,481.28 3 348,383.55 26,80%,955.54 741,390.71
845,229,12 845,220.12
25712,181.28  § 348,383.55 27,647,184.66 1,586,619.83
A3

REF.

A3

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



Allocations of Current Tax Collections:
Revenues from Collections
Allocated to:

School and County Taxes

Fire District Tax

Township Open Space Tax

TOWNSHIP OF MONTGOMERY
CURRENT FUND

STATEMENT OF REVENUES - REGULATORY BASIS
YEAR ENDED DECEMBER 31, 2013

EF.

A-1:A-9

|!A_2II
SHEET #2

$ 104,059,661.43

89,855,371.51
1,542,250.00

Ratance for Support of Municipat Appropriations

Add: Appropriation "Reserve for Uncollected Taxes™

Amount for Support of Municipal Budget Appropriations

Receipts from Delinguent Taxes:
Delinquent Tax Collections
Tax Title Lien Collections

Other Fees and Permits:
Engineering Department

Pianning Board/Board of Adjustment
Recreation

Police Depariment

Health Officer

Township Cierk

Tax Assessor

Miscellaneous Fees

Zoning Board

A-2

ANALYSIS OF REALIZED REVENUES

A-10

A-T:A2

A-12
A-12
A-12
A-i2
A-12
A-12
A2
A-12
A-12

A-2

92,884,117.94
$ 11,175,433.49
1,040,804.28

$ 12,216,237.77

$ 887,322.40
21,161.05

S___ 90847345

$ 11,663.07
40.00

669,148.39
2,400.00

15,837.00
18,840.00

300.00

5,040.08

10,310.00

$ 733,5678.54

The accompanying Notes to the Financial Statements are an integral part of this statement.
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SHEET #3
TOWNSH!P OF MONTGOMERY
CURRENT FUND
STATEMENT OF REVENUES - REGULATORY BASIS
YEAR ENDED DECEMBER 31, 2013
ANALYSIS OF NON-BUDGET REVENUE
REE.

Miscellaneous Revenue Not Anficipated:
Fire Safety § 91,621.82
Code Enforcement 18,683.59
Planning 1,718.00
Police 102,641.79
Finance 147, 752.04
Clerk 15,252.57
Health 69,720.10
Recreation 11,407.51
Courl 403.77
Engineering 350.00
Public Works 1,758.60
Zoning 22,320.00
Kid Connection 64.00
Police Quiside Overtime 104,875.00
DMV Inspections 11,014.50
Reimbursement of Cosis 9,192.22
F.EM.A. 110,377.72
Miscellaneous 27,216.51
Escrows Closed 95,213.31
A4 841,583.12
Tax Caoltector A5 5,070.82
Refunds A4 1.424,82
A-1.A-2 $ 845,229.12

The accompanying Notes {o the Financial Statements are an integral part of this statement.
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TRUST FUND




Assessment Fund:

Cash

ASSETS

Assessments Receivable
Prospective Assessments
Interfunds Receivable

Animal Control Fund:

Cash

Due State of New Jersey
Interfunds Receivable

Other Funds:
Cash

Interfunds Receivable

TOWNSHIP OF MONTGOMERY

JRUST FUND

BALANGE SHEETS - REGULATORY BASIS

B-14

IIB!I

SHEET #1
BALANCE BALANCE
DECEMBER DECEMBER
31, 2013 31, 2012
63,208.10 168,290.59
17,372.05
138,223.80 138,223.80
4,773.03
201,521.90 318,675.47
82,379.28 52,014.26
§5.80

0.50 3,075.43
82,465.58 55,089.69

. 12,106,371.41

12,152,300.76

826,160.59 37,463.44
12,032,622.00 12,189,764,20
13,216,500.48 12,563,5629.36

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



LIABILITIES, RESERVES AND FUND BALANCE

Assessment Fund:
Interfunds Payable

Reserve for:
Prospective Assessments Funded

Assessments Receivable
Fund Batance

Animal Control Fund;
Due State of New Jersey
Encumbrances Payable
inlerfunds Payable

Prepaid Licenses
Reserve for Animal Control Expenditures

Other Funds:
Encumbrances Payable
Interfunds Payable
Reserve For:

uBil'

SHEET #2
TOWNSHIP OF MONTGOMERY
TRUST FUND
BALANCE SHEETS - REGULATORY BASIS
'BALANCE BALANCE
DECEMBER DECEMBER

REF. 31,2013 31, 2012
B-4 209.88 99,984.40
B-6 138,223.80 138,223.80
B-7 17,379.05
B-1 63,088.22 63,088.22
201,621.90 318,875.47
B-8 480
B-10 9,600.89 6,600.09

B-11 13,500.00

1,486.00
B-9 59,355.69 46,998.80
82,465.58 55,089.69
B-15 204,824.82 193,586.92
B-14 175,571.63 810,521.55
B-13 3,380,024.97 3,403,563.45
B-12 9,172,100.58 7,782,092.28

Township Opan Space
Various Trust Deposits

12,932,522.00

12,189,764.20

13,216,509.48

12,563,629.36

The accompanying Notes to the Financial Statements are an integral pant of this stalement.



TOWNSHIP OF MONTGOMERY

TRUST FUND

STATEMENT OF ASSESSMENT TRUST FUND BALANCE - REGULATORY BASIS

o l;U

Batance, December 31, 2012 $ 63,088.22

B $ 63,088.22

Balance, December 31, 2013

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



GENERAL CAPITAL FUND




TOWNSHIP OF MONTGOMERY

GENERAL CAPITAL FUND

BALANCE SHEETS - REGULATORY BASIS

IIC!I

BALANCE BALANCE
DECEMBER DECEMBER
REF. 31,2013 31,2012
ASSETS
Cash C-2:.C-3 $ 6,089,059.11 $ 16,002,062 .46
Investments- U.8. Government Securities C-15 97,872.80 194,322.69
Deferred Charges to Future Taxation - Funded C-4 25,923,334.39 29,629,124 .92
Deferred Charges to Future Taxation - Unfunded C-5 3,800,677.64 2,357,611.21
Interfunds Recelvable C-10 82,845.00 805,088.81
Accounts Receivable C-i1 331,462.62 331,462.62
Due From Developers C-16 333,837.76 333,937.75
$ 37,660,080.11 % 49,653,610.46
LIABILITIES, RESERVES AND FUND BALANCE
Serial Bonds Payable C-13 $ 24,315,000.00 § 27,590,000.00
Green Trust Loans Payable C-12 1,608,334.39 2,039,124.92
Improvement Authorizations:
Funded c-7 3,216,552.45 7.985,382.31
Unfunded C-7 1,545,614.91 300,358.06
Interfunds Payable C-10 805,088.81 7,154,103.17
Reserve for:
Confracts Payable Cc-6 1,110,800.96 295,279.57
Various Reserves C-14 717,2563.07 754,882.86
Developers Contribution Deposits Cc-9 874,598.21 710,280.90
Capital Improvemsnt Fund C-8 169,091.30 110,092.99
Fund Balance C-1 3,197,7565.01 2,704,105.69
L3 37,560,089.11  § 49,653,610.46

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



TOWNSHIP OF MONTGOMERY

GENERAL CAPITAL FUND

STATEMENT OF FUND BALANCE - REGULATORY BASIS

Balance, December 31, 2012

increased by:
Fully Funded Ordinances Canceled

Reserves Canceled

Decreased by
Utilized as Anticipated Revenue-Current Fund

Balance, December 31, 2013

$

3,030,000.00
66,815.28

llc_.] 1"

2,704,105.69

3,096,815.28

5,800,920.97

2,603,165.96

3,197,755.01

The accompanying Notes to the Financial Statements are an integral part of this statement.
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SEWER UTILITY FUND




TOWNSHIP OF MONTGOMERY

SEWER UTILITY FUND

BALANCE SHEETS - REGULATORY BASIS

ASSETS

Operating Fund:
Cash-Treasurer
Interfunds Receivable

Receivables With Full Reserves:
Consumer Accolnts Recelvable

Deferred Charges:
Emergency Authorizations

Total Operating Fund

Capital Fund:
Cash-Treasurer

Fixed Capitai

Fixed Capital Authorized and Uncompleted
Loans Receivable

interfunds Receivable

Total Capitai Fund

[:U
m
N

D-5
D-18
D-16
b-8
D-24

IIDII

SHEET #1
BALANCE BALANCE
DECEMBER DECEMBER
31, 2013 31, 2012

3,590,39543 § 4,185,366.42
12,184.04 686,739.91
3,602,57947 $ 4,882,106.33
189,836.13 § 281,642.87
$ 22,100.00
3,792,4156.60 % 5,186,149.20
15,277,893.79 § 9,014,434.21
945,845,93 945,845.93
45,062,197.26 49,967,498.65
553,644.78 1,899,660.00
7,145,919.30

62,739,581.75 $

68,973,359.09

66,631,997.35 $

74,159,608.29

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



TOWNSHIP OF MONTGOMERY

SEWER UTILITY FUND

BALANCE SHEETS - REGULATORY BASIS

LIABILITIES, RESERVES AND FUND BALANCE

Operating Fund:
Liabilities:

Appropriation Reserves
Sewer Overpayments
Encumbrances Payable
Prepaid Sewer Renfs
Accrued Interest
interfunds Payable

Reserve for Receivables
Fund Balance

Total Operating Fund

Capital Fund:
Capital improvement Fund
Contracts Payable
New Jersey Environmental Infrastructure
Trust Loans Payable
Sewer Bonds Payable
Interfunds Payable
Reserve for.
Deferred Amortization
Amortization
Miscellaneous Deposits
Improvement Authorizatfons:
Funded
Unfunded
Fund Balance

Total Capital Fund

D-4:0-10
5-9

D-11
B-13
D-18
D-20

D-14
D-12

D-17
D-26
D-24

D-23
D-21
b-22

D-15
D15
D-2

$

IIDII

SHEET #2
BALANCE BALANCE
DECEMBER DECEMBER
31. 2013 31,2012

216,840.45 § 449,193.66
24213 1,674.56
365,518.72 194,168.02
11,742.10 8,601.52
293,313.67 35,106.86
23,646.78 202,129.61
941,203.85 § 890,874.23
189,836.13 281,942.87
2,661,375.62 4,013,332,10
3,792,415.60 § 5,186,149.20
802,634.02 § 872,900.00
2,008,441.88 767,487.19
23,910,611.14 26,910,235.07
11,825,000.00 12,085,000.00
12,184.04 686,505.70
8,321,141.91 9,015,987.58
804,759.63 795,845.03
100,000.00
10,253,587.35 15,461,291.72
1,825,708.80 2,955,190.60
2,875,512.08 312,915.30

82,739,581.76 §

68,973,350.09

66,631,987.35 §

74,1568,508.29

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



TOWNSHIP OF MONTGOMERY

SEWER UTILITY FUND

STATEMENTS OF OPERATIONS

AND CHANGE IN FUND BALANCE - REGULATORY BASIS

FOR THE YEAR ENDED DECEMBER 31, 2013

|1D_1 "

YEAR ENDED YEAR ENDED
DECEMBER DECEMBER
REF, 3, 2013 31,2012
REVENUE AND OTHER INCOME REALIZED
Fund Balance Utilized D-3 2,427,500.00 § 2,131,300.00
Sewer Use Charges D-3 5,111,263.79 5,140,889.11
Other Credits to Income:
Unexpended Balance of Appropriation Reserves D-10 439,677.15 357,106.49
Miscellaneous Revenue Not Anticipated D-3 217,228.05 48,424.90
Miscellaneous Reserves Canceled 1,613,090.03
QOverpayments Canceled 202.37
TOTAL INCOME 8,195,658.99 § 9,191,012.90
EXPENDITURES
Operating D-4 3,167,012.00 § 3,258,400.00
Capital Improvements D-4 100,000.00 100,000.00
Debt Service -4 2,741,950.67 1,988,627.69
Reguiatory Expenditures and Deferred Charges D-4 162,002.80 514,500.00
Surplus (General Budgef) D4 919,100.00 957,100.00
Refund of Prior Year Revenues D-5 50.00 18,501.48
TOTAL EXPENDITURES 7,120,115.47 % 6,838,129.17
Excess in Revenue 1,075,543.52 § 2,352,883.73
Adjustments to Income Before Surplus:
Expenditures Included Above Which are by Statute
Deferred Charges to Budget of Succeeding Year 22,100.00
Statutory Excess to Surplus 1,075,543.52 2,374,983.73
Fund Balance
Balance, January 1 D 4,013,332.10 3,769,648.37
5,088,875.62 § 6,144,632.10
Decreased by:
Utilization by Sewer Operating Budget D-1:.D-3 2,427,500.00 2,131,300.00
D 2,661,375.62 $ 4,013,332.10

Balance, December 31

The accompanying Notes to the Financial Statements are an infegral part of this statement.
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TOWNSHIP OF MONTGOMERY

SEWER UTILITY CAPITAL FUND

STATEMENT OF CAPITAL SURPLUS - REGULATORY BASIS

REF.
Balance, December 31, 2012 D $ 312,9156.30
increased by:
Fully Funded Improvement Authorizations
Canceled D-16:0-23 § 2,362,596.78
Miscellaneous Reserves Canceled D-22 200,000.00
2,562,696.78
D $ 2,875,512.08

Balance, December 31, 2013

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



TOWNSHIP OF MONTGOMERY

SEWER UTILITY OPERATING FUND

STATEMENT OF REVENUES - REGULATORY BASIS
FOR THE YEAR ENDEDR DECEMBER 31, 2013

Fund Balance Anticipated D-1
Sewer Use Charges D-1:B-3
Miscellaneous D-1:D

D-4
ANALYSIS OF REALIZED REVENUE
Sewer Use Charges:
Consumer Accounts Receivable:
Collected D-7
Prepald Applied D-7
Overpayments Applied D-6
D-3
Miscellaneous:
interest on Investments - Treasurer
Sump and Drain
Miscellaneous
D-5
Collector:
Miscellaneous - Collector D-6
Interest on Delinquent Accounts D-6
D-3

ANTICIPATED REALIZED EXCESS
2,427,500.00 § 2,427,500.00 $
4,700,000.00 5,111,2563.79 411,253.79
217,228.05 217,228.05
7,755881.84 $ 628,481.84

7,127,500.00 §

©*F

©“Y o

5,100,323.04
8,601.52
2,329.23

14,139.84
11,125.00
164,045.17

186,310.01

2,774.77
28,143.27

30,918.04

217,228.05

The accompanying Notes 1o the Financial Statements are an integral part of this statement,



Operaling:
Salaries and Wages
Other Expenses

Total Cperaling

Capital Improvements:
Capital Improvement Fund

Total Capital Improvemnents

Debt Service:
Payment of Bond Piinclpal

Interest on Bonds
NJ EiT Loan Payment for Principal and interest

Total Debt Service

Deferred Charges and Statutory Expendifures:
Emergency Authorizations

Deferred Unfunded - Ord, 99-284

Deferred Unfunded - Ord, 10-1363

Deferred Unfunded - Ord. 11-1388

Deferred Unfunded - Ord. 12-1417

Total Deferred Charges
Regulatory Expendilures;
Contributions To:

Social Security System (C.AS.1)
Public Employees' Retirement System

Total Regulatory Expenditures

Surplus {Genersl Budget)

REF.

Cash Disbursements D-5
Accrued Interest D-19
Defarred Charges D-25
11

Encumbrances Payabis

The accompanying Notes fo the Financial Statements are an Integral part of thls statement.

TOWRNSHIP OF MONTGOMERY

SEWER UTILITY OPERATING FUND

FOR THE YEAR ENDED DECEMBER 31, 2013

STATEMENT OF EXPENDITURES - REGULATORY BASIS

APPROPRIATIONS EXPENDED
BUDGET AFTER PAID OR
BUDGET MODIFIGATION CHARGED RESERVEDR CANCELED
912,000.00 $ 912,000.00 $ 889,144.56 % 22,865.42 §
2,345,012.00 2,255,012,00 2,065,270.04 188,741.96
3,257,012.00 § 3,167,012.00 $ 2,954,414.62 § 212,597.38 §
100,000.00 § 100,000.00 & 100,000.00 § §
100,000.00 & 100,000.00 § 100,000.00 § $
270,000.00 § 270,005.00 % 270,000.00 § s
549,000,048 548,000.00 54273473 B,265,27
1,840,000.00 1,930,000.00 1,929,215.94 784.08
2,659,000,00 $ 2,749.000.00 §& 2,741,950.67 3§ § 7,048.33
22,100.00 § 22,10000 § 2210000 § §
7,500.00 7,500.00 7,500.00
1,800.00 1,800.60 1,740.10 59.90
6,000.00 8,000,00 5,810.70 89.30
700.00 700.00 464.00 236.00
38,100.00 $ 38,100.00 § 3771480 $ $ 385.20
70,660.00 % 70,000.00 $§ 6576693 § 4,243.07 §
84,288.00 84,266.00 84,288,060
164,288.00 § 154,288.00 $ 150,044.83 3 4,243.07 §
919,100.00 $ 919,100.00 § 919,100.00 § $
7,127,600.00 $ 7,127,600,00 $ 6,903,225.02 § 218,840.45 § 7.434.83
D-3 D-1 D:DA
$ 6,235,180.40
258,208.81
22,100.00

387,727.81

$

6,803,225.02
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PUBLIC ASSISTANCE TRUST FUND




TOWNSHIP OF MONTGOMERY

PUBLIC ASSISTANCE TRUST FUND

BALANCE SHEETS - REGULATORY BASIS

E

BALANCE BALANCE
DECEMBER DECEMBER
REF. 31,2013 31,2012
ASSETS
Cash -P.AT.F. 1 E-1 $ 2,212.11 2,211.10
Cash-P.AT.F. E-1 1,396.66 1,395.65
Due PAT.F.I-PATF. Il 188.49 188.49
$ 3,797.26 3,795.24
LIABILITIES AND RESERVES
Due State of New Jersey $ 960.00 960.00
Due PATF I-PATF. Il 188.49 188.49
Reserve for Public Assistance 2648.77 2,646.75
$ 3,797.26 3,795.24

The accompanying Notes to the Financial Statements are an integral part of this statement.
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TOWNSHIP OF MONTGOMERY

GENERAL FIXED ASSETS ACCOUNT GROUP

BALANCE SHEETS - REGULATORY BASIS

Fixed Assets:

Land

Land Improvements
Buildings

Machinery and Equipment

Total Fixed Assets

Reserve;
investments in General Fixed Assets

$

$

llFJl

BALANCE BALANCE
DECEMBER DECEMBER
31,2013 31, 2012
28,813,7564.38 28,813,754.38
31,651.10 31,661.10
37,244,247 .05 37,244,247.05
2,843,351.86 2,803,540.45
68,933,004.39 68,893,192.98

68,933,004.39

68,893,192.98

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



NOTES TO FINANCIAL STATEMENTS




NOTE 1:

TOWNSHIP OF MONTGOMERY.

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A,

Reporting Entity

The Township of Montgomery is an instrumentality of the State of New
Jersey, established to function as a municipality. The governing body
consists of five members, each elected on a partisan basis, serving the

Township for staggered three-year terms.

Except as noted below, the financial statements of the Township of
Montgomery include every board, body, officer or commission supported
and maintained wholly or in part by funds appropriated by the Township
of Montgomery, as required by N.J.S.A. 40A:5-5. Accordingly, the
financial statements of the Township of Montgomery do not include the
operations of the first aid organizations, volunteer fire companies or the
Board of Education, inasmuch as their activities are administered by

separate boards.

Description of Funds

The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and
financial reporting principles. GASB codification establishes three fund
types and two account groups to be used by general purpose
governmental units when reporting financial position and results of
operations in accordance with U.S. Generally Accepted Accounting

Principles (GAAP).

The accounting policies of the Township of Montgomery conform to the
accounting principies applicable to municipalities which have been
prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey. Such principies 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 financial transactions and accounts of the
Township of Montgomery are organized on the basis of funds and an
account group which is different from the fund structure required by
GAAP. A fund or account group is an accounting entity with a separate
set of self-balancing accounts established to record the financial position
and results of operation of a specific government activity. As required by
the Division of Local Government Services, the Township accounts for its
financial transactions through the following individual funds and account

group:



NOTE 1:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B.

Description of Funds (Continued)

Current Fund - resources and expenditures for governmental operations

of a general nature, including federal and state grant funds.

Trust Fund - receipts, custodianship and disbursement of funds in
accordance with the purpose for which each reserve was created.

General_Capital Fund - receipt and disbursement of funds for the

acquisition of general capital facilities, other than those acquired in the
Current Fund.

Sewer Utility Operating and Capital Funds - account for the operations
and acquisition of capital facilities of the municipally owned Sewer Ultility.

Public Assistance Trust Funds — receipt and dishursement of funds that
provide assistance to certain residents of the Township pursuant to Title

44 of New Jersey statutes.

General Fixed Assets Account Group - ulilized to account for property,
land, buildings and equipment that have been acquired by other

governmental funds,

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 applicable to local government units. The more
significant accounting policies and differences in the State of New Jersey

are as follows:
A modified accrual basis of accounting is followed with minor exceptions.

Revenues - are recorded when received in cash except for certain
amounts which are due from other governmental units. All grants are
realized as revenues when anticipated in the Township's budget.
Receivables for property taxes are recorded with offsetting reserves on the
balance sheet of the Township's Current Fund; accordingly, such amounts
are hot recorded as revenue until collected. Other amounts that are due
the Township, which are susceptible to accrual, are also recorded as
receivables with offsetting reserves and recorded as revenues when
received. GAAP requires revenues to be recognized in the accounting
period when they become susceptible to accrual, reduced by an allowance

for doubtful accotnts,



NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C.

Basis of Accounting (Continued)

Expenditures - are recorded on the "budgetary" basis of accounting.
Generally expenditures are recorded when an amount is encumbered for
goods or services through the issuance of a purchase order in
conjunction with the Encumbrance Accounting System. OQutstanding
encumbrances at December 31 are reported as a cash liability in the
financial statements and constitute part of the Township's regulatory

Appropriation Reserve balance.

Appropriation reserves covering unexpended appropriation balances are
automatically created at December 31st of each year and recorded as
iiabilities, except for amounts which may be canceled 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 during the preceding fiscal year. Lapsed appropriation reserves
are recorded as income. Appropriations for principal payments on
outstanding general capital and utility bonds and notes are provided on
the cash basis, interest on general capital indebtedness is on the cash
basis, whereas interest on utility indebtedness is on the accrual basis.

Encumbrances - Contractual orders at December 31 are reported as
expenditures through the establishment of encumbrances payable.
Under GAAP, encumbrances outstanding at year end are reported as
reservations of fund balance because they do not constitute expenditures

or liabilities.

Foreclosed Property - Foreclosed property is recorded in the Current
Fund af the assessed valuation when such property was acquired and is

fully reserved. GAAP requires such property to be recorded in the
General Fixed Assets Account Group at its market value.

Sale of Municipal Assefs - The proceeds from the sale of municipal
assets ¢an be held in a reserve until anticipated as a revenue in a future
budget. GAAP requires such proceeds to be recorded as a revenue in

the year of sale.

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



NOTE 1:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C.

Basis of Accounting (Continued)

General Fixed Assets - N.J.A.C. 5:30-5.6, Accounting for Governmental
Fixed Assets, as promulgated by the Division of Local Government
Services, which differs in certain respects from generally accepted
accounting principles, requires the inclusion of a statement of generai
fixed assets of the Township as part of its basic financial statements.
General fixed assets are defined as nonexpendable personal and real
property having a physical existence, a useful life of more than cne year
and an acquisition cost of $1,000.00 or more per unit. 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.

General Fixed Assets that have been acquired and are utilized in a
governmental fund operation are accounted for in the General Fixed
Asset Account Group rather than in a governmental fund. No
depreciation has been provided on General Fixed Assets or reported in

the financial statements.

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

operation.

Fixed assets acquired through grants in aid or confributed capital has not
been accotnted for separately.

Inventories of Supplieg - the cost of inventories of supplies for all funds
are recorded as expenditures at the time individual items are purchased.
The cost of inventories is not included on the various balance sheets.
GAAP requires the cost of inventories to be reported as a current asset

and equally offset by a fund balance reserve,

Compensated Absences - the Township has adopted written policies
through employee contract and municipal ordinances which set forth the
terms under which an employee may accumulate sarned, but not used,
vacation and sick leave. The Township records expenditures for payment
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
normaily be fiquidated with available resources, and that expenditures be
recorded in the enterprise (Sewer Utility} fund on an accrual basis.




NOTE 1:

NOTE 2:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C.

Basis of Accounting (Continued)

Fixed Capital - Water Utility and Sewer Utility

Accounting for utility fund "fixed capital” remains unchanged under the
requirements of N.J.A.C. 5:30-5.6.

Property and equipment purchased by the Sewer 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. The fixed capital reported is as taken
from the municipal records and does not necessarily reflect the true
condition of such fixed capital. 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 represents
charges to operations for the cost of acquisition of property, equipment
and improvements. The wfility does not record depreciation on fixed

assets.

Basic Financial Statements

The GASB codification aiso defines the financial statements of a
governmental unit to be presented in the general purpose financial
statements to be held in accordance with GAAP. The Township presents
the financial statements listed in the fable of contents of the
"Requirements of Audit and Accounting Revision of 1987" as prescribed
by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey and which differ from the financial statements

required by GAAP.

CASH AND CASH EQUIVALENTS

The Township considers petty cash, change funds, cash in banks and certificates
of deposit as cash and cash equivalents.



NOTE 2: CASH AND CASH EQUIVALENTS (CONTINUED)

A Deposits

New Jersey statutes permit the deposit of public funds in public
depositories which are located in New Jersey and which meet the
requirements of the Governmental Unit Deposit Protection Act (GUDPA)
or the State of New Jersey Cash Management Fund. GUDPA requires a
bank that accepts public funds to be a public depository. A public
depository is defined as a state bank, a national bank, or a savings bank,
which is located in the State of New Jersey, the deposits of which are
insured by the Federal Deposit Insurance Corporation. The statutes also
require public depositories to maintain collateral for deposits of public
funds that exceed certain insurance limits. Al collateral must be
deposited with the Federal Reserve Bank or a banking institution that is a
member of the Federal Reserve System and has capital funds of not iess
than $25,000,000.00. Under (GUDPA), if a public depository faifs, the
collateral it has pledged, plus the collateral of ali other public depositories,
is available to pay the full amount of the deposits to the governmental

unit.

The Township of Montgomery had the following cash and cash
equivalents at December 31, 2013:

CASH LESS
ON ON O/ CHECKS
FUND DEPOSIT HAND & DEDUCTIONS TOTAL

Current Fund $ 11,830,561.26 $ 482,17062 $ 34,23347 § 11,978,498.41
Assessment Trust Fund 63,298.10 63,208.10
Animal Control Fund 82,189.97 189.31 82,379.28
Other Trust Fund 12,602,186.61 1,412.60 497,227.80 12,108,371.41
General Capital Fund 7,105,102.38 17,270.67 7,087,831.71
Sewer Utility Operating Fund 3,667,523.79 38,031.67 16,160,03 3,680,395.43

0.60 15,277,893.79

15,277,894.39
3,608.77

Sewer Utility Capital Fund
3,608.77

Public Assistance Trust Fund

50,232,365.27 $ §22,804.20 % 564,802,567 $ 50,190,276.90

TOTAL DECEMBER 31,2013 $

Custodial Credit Risk-Deposits - Custodial credit risk is the risk that in the
event of a bank failure, the deposits may not be returned. The Township
does not have a specific deposit policy for custodial credit risk other than
those policies that adhere to the requirements of statute. As of
December 31, 2013, based upon the coverage provided by FDIC and
NJGUDPA, no amount of the bank balance was exposed to custodial
credit risk. Of the cash on balance in the bank $250,000.00 was covered
by Federal Depository Insurance and $49,982,365.27 was covered under

the provisions of NJGUDPA.




NOTE 2: CASH AND CASH EQUIVALENTS (CONTINUED)

B.

Investments

The purchase of investments by the Township is strictly limited by the
express authority of the New Jersey Local Fiscal Affairs Law, N.J.S.A,
40A:5-15.1. Permitted investments include any of the following type of

securities:

1.

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

Government money market mutual funds which are purchased
from an investment company or investment ftrust which is
registered with the Securities and Exchange Commission under
the “investment Company Act of 1940, 15 U.S.C. 80a-1 et seq.,
and operated in accordance with 17 C.F.R. § 270.2a-7 and which
portfolio is limited to U.S. Government securities that meet the
definition of an eligible security pursuant to 17 C.F.R. § 270.2a-7
and repurchase agreements that are collateralized by such U.S.
Government securities in which direct investment may be made
pursuant to paragraphs (1) and (3) of N.J.8.A. 5-15.1. These
funds are also required to be rated by a nationally recognized

stafistical rating organization.

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 Local Unit or bonds or other
obligations of school districts of which the Local Unit 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 date of purchase, approved by the Division of
Investment of the Department of Treasury for investment by Local

Units;

Local government investment pools that are fully invested in U.S.
Government securities that meet the definition of eligible security
pursuant to 17 C.F.R. § 270a-7 and repurchase agreements that
are collateralized by such U.S, Government securities in which
direct investment may be made pursuant to paragraphs (1) and
(3) of N.J.S.A. 5-15.1. This type of investment is also required to
be rated in the highest category by a nationally recognhized

statistical rating organization.

10



NOTE 2: CASH AND CASH EQUIVALENTS (CONTINUED)

B. Investments (Continued)

Deposits with the State of New Jersey Cash Management Fund

7.
established pursuant to section 1 of P.L. 1977, ¢.281 (c.52:18A-
90.4); or

8. Agresments for the repurchase of fully collateralized securities if:

the underlying securities are permifted investments

a.
pursuant to paragraphs (1) and (3) of this subsection;

b. the custody of collateral is transferred to a third pary;

¢ the méturity 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.
17:19-41); and

e. a master repurchase agreement providing for the custody

and security of collateral is executed.

The Township of Montgomery had the following investments outstanding
at December 31, 2013:

ESTIMATED
PAR MARKET
DESCRIPTION VALUE MATURITY VALUE
U.8, TREASURY STRIPS § 98,000.00 1111614 & 97,872.60
TOTAL DECEMBER 31,2013 $ $8,000.00 3 97,872.60

Based upon the limitations set forth by New Jersey Statutes 40A:5-15.1
and existing investment practices, the Township is generally not exposed
to credit risks, custodial credit risks, concentration of credit risks and
interest rate risk for its investments nor is it exposed to foreign currency

risk for its deposits and investments.

11



NOTE 3: MUNICIPAL DEBT

The Local Bond Law, Chapter 40A:2, governs the issuance of bonds to finance
general municipal capital expenditures. All bonds are retired in annual
installments within the regulatory period of usefulness. Al bonds issued by the
Township are general obligation bonds, based by the full faith and credit of the
Township. Bond Anticipation Notes, which are issued to temporarily finance
capital projects, shall mature and be paid off within ten years if financed by the

issuance of bonds.

SUMMARY OF MUNICIPAL DEBT

YEAR 2013 YEAR 2012 YEAR 2011
lssued:
Generai:
Bonds, Notes and Loans $ 2502333439 $ 20,62912492 $ 43,971,527.17
Sewer Utility:
Bonds, Notes and Loans 35,735611.14 38,005,235.07 32,674,218.00
Less:
Funds Temporarily Held to Pay
Bonds and Notes - General Capital 355,769.25 395,268.09 2,068,592 44

$ 61,303,176.28 $ 67,239,091.90 $  74577,163.73

Net Debt Issued

Authorized But Not Issued:
General - Bonds and Notes $ 3,800,677.64 § 235761121 § 3,634,029.53

Sewer Utility - Bonds and Notes 2,046,530.60 3,096,277.00 9,528,881.00

Total Authorized But Not issued $ 5,847,20824 $ 5,453,888.21 $ 13,163,010.53

NET BONDS AND NOTES
ISSUED AND AUTHORIZED

BUT NOT ISSUED $ 67,150,384.52 $ 72,602,080.11 $ 87,740,164.26

12



NOTE 3: MUNICIPAL DEBT (CONTINUED)

SUMMARY OF REGULATORY 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 regulatory net debt of .650%.

GROSS DEBT DEDUCTIONS NET DEBT
Regional School District Debt g 25,357,786.96 § 25,357,786.98 §
L.ocal School District Debt 43,185,000.00 43,165,000.00
Sewer Utility Debt 37,782,141.74 37,782,141.74
General Debt 28,724,012.03 366,768.26 28,368,242.78

$ 136,048,940.73 § 10668069795 § 28,366,242.78

NET DEBT $29,368,242.78 DIVIDED BY EQUALIZED VALUATION BASIS PER
N.J.8.40A:2-2, AS AMENDED, $4,520,992,035.67 EQUALS .650%.

EQUALIZED VALUATION BASIS

2011 Equalized Valuation Basis of Real Proparty $ 4,529,272,030.00
4,601,611,778.00

2012 Equalized Valuation Basis of Real Property
2013 Equalized Valuation Basis of Real Property 4,432,094,999.00

$  4,620,092,935.67
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NOTE 3 MUNICIPAL DEBT (CONTINUED)

BORROWING POWER UNDER N.J.5.40A:2-6 AS AMENDED

Equalized Valuation Basis* - December 31, 2013 $ 4,520,992,935.67
3-1/2% of Equalized Valuation Basis $ 158,234,752.75
Net Debt 20,368,242.78
Remaining Borrowing Power $ 128,866,508.97

*Equalized Valuation basis is the average of the equalized valuation of Real
Estate, including improvements, and the assessed valuation of Class Il Railroad
Property of the Township for the last three (3) preceding years.

SCHOOL DEBT DEDUCTION

School debt is deductible up to the extent of 4% of the Average Equalized
Assessed Vaiuation of real property for the Local and Regional School Districts.

CALCULATION OF “SELF-LIQUIDATING PURPOSE"
SEWER UTILITY PER N.J.8 40A:2-45

Cash Receipts from Fees, Rents of Other

Charges for Year and Anticipated Surpius $7,755,981.84
Deduction:
Operating and Maintenance Cost $3,321,300.00
Debt Service Per Sewer Utility Account 2,741,950.67
6,063,250.67
Excess in Revenue - Self Liguidating $1,602,731.17
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NOTE 3:

MUNICIPAL DEB

T (CONTINUED)

GENERAL CAPITAL FUND

General Serial Bon

ds

$11,475,000, Refunding Bonds Series 2012, due in annual
instaliments of $30,000 to $3,190,000 through August 1, 2018

at variable interest

$13,225,000, General Improvement Bonds Series 2012, due in
annual instafiments of $3565,000 to $710,000 through
September 1, 2037 at variable interest rates of 2% to 5%

Total General Serial Bonds

rates of 2% to 4%

Green Acres Loans

$3,787,500, Open Space, due in annual installments of
$240,593.34 through October 11, 2016, interest at 2.00%

$45,000, Open Space, due in annual instaliments of
$2,798.24 through April 20, 2021, interest at 2.00%

$2,025,000, Open Space, due in annual installments of
$128,634.06 through June 27, 2021, interest at 2.00%

Total Green Acres Loans

TOTAL GENERAL CAPITAL DEBT
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$ 11,445,000.00

12,870,000.00

$ 24,315,000.00

- % 697,176.54

19,398.84

891,759.01
3 1,608,334.39

$  25,923,334.39



NOTE 3.

MUNICIPAL DEBT (CONTINUED)

SEWER UTILITY CAPITAL FUND

N.J. Environmental Infrastructure Trust Loans

$10,939,534, Skillman Fund Loan, due in annual installments of
$329,974.11 through 2029, interest at 0.00%

$3,780,000, Skillman Trust Loan, due in annual installments of
$140,000 to $290,000 through August 1, 2029, interest at 3.00% to 5.00%

$3,310,235, Pike Brook Fund Loan, due in annual installments of
$183,901.93 through 2029, interest at 0.00%

$4,400,000, Pike Brook Trust Loan, due in annual installments of
$160,000 to $335,000 through August 1, 2029, interest at 3.00% to 5.00%

$8,111,250, Pike Brook Trust Loan, due in annual installments of
$428,907.89 through 2029, interest at 0.00%

$1,675,000, Pike Brook Fund Loan, due in annual instaliments of
$65,000 to $120,000 through August 1, 2030, interest at 3.00% to 4.38%

Total N.J. Environmental Infrastructure Trust Loans

Serial Bonds
$12,095,000, Sewer Utility Bonds Series 2012, due in

annual instaliments of $270,000 to $540,000 through
September 1, 2042 at variabie interest rates of 2% to §%

TOTAL SEWER UTILITY CAPITAL DEBT

Bonds and Notes Authorized But Not Issued

$ 492574578

3,170,000.00

2,942,431.14

4,070,000.00

7,267,434.22

1,545,000.00

$ 23910,611.14

11,825,000.00

$ 3573561114

At December 31, 2013, the Township has authorized but not issued bonds and notes as

follows:
General Capital Fund $3,800,677.64
Sewer Utility Capital Fund $2,046,530.60
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NOTE 3:

MUNICIPAL DEBT {CONTINUED)
SCHEDULE OF ANNUAL DEBT SERVICE FOR PRINCIPAL AND INTEREST

FOR BONDED DEBT ISSUED AND OUTSTANDING DECEMBER 31, 2013

Calendar
Year

2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042

Total

General Capital

Sewer Utility Capital

Principal Interest Principal Interest Total
3,405,000.00 $ 781,812.50 § 275,000.00 $ 407,300.00 § 4,869,112.60
3,480,000.00 710,012.50 285,000.00 399,050.00 4,874,062.50
3,590,000.00 605,612.50 295,000.00 390,500.00 4,881,112.50
1,960,000.00 493,912.50 305,000.00 378,700.00 3,137,612.50
1,010,000.00 412,812.50 315,000.00 363,450.00 2,101,262.50

445,000.00 368,112.60 326,000.00 347,700.00 1,485,812.50
455,000.00 345,862.50 335,000.00 331,450.00 1,467,312.50
465,000.00 323,112.50 3486,000.00 314,700.00 1,447 812.50
475,000.00 299,862.50 350,000.00 297 450.00 1,422,312.50
490,000.00 276,112.50 360,000.00 279,950.00 1,406,062,50
505,000.00 261,412.50 370,000.00 269,150.00 1,405,562.560
520,000.00 246,262,50 380,000.00 258,050.00 1,404,312,50
$35,000.00 230,662.50 390,000.00 246,650.00 1,402,312.50
555,000.00 214,612.50 400,000.00 234,950.00 1,404,562.50
575,000.00 197,962.50 410,000.00 222,950.00 1,405,912.50
580,000.00 180,712.50 420,000.00 210,650.00 1,401,362.50
605,000.00 163,012.50 425,000.00 198,050.00 1,391,062.50
620,000.00 144,862.50 435,000.00 185,300.00 1,3856,162,60
635,000.00 126,262.50 445,000.00 172,250.00 1,378,612.50
650,000.00 107,212.50 455,000.00 158,800.00 1,371,112.60
665,000.00 87,712.50 465,000.00 145,250.00 1,362,962.50
680,000.00 67,762.50 470,000.00 131,300.00 1,349,062.50
695,000.00 45,662.50 480,000.00 116,025.00 1,336,687.50
710,000.00 23,075.00 490,000.00 100,425.00 1,323,500.00
500,000.00 84,500.00 584,500.00

510,000.00 68,250.00 578,250.00

520,000.00 51,675.00 571,675.00

530,000.00 34,775.00 564,775.00

- 540,000.00 17,550.00 557,650.00

$ 24,315,000.00 $

6,714,412.50 $

11,825,000.00 $

6,416,900.00 § 46,414,562.50
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NOTE 3. MUNICIPAL DEBT (CONTINUED)

SCHEDULE OF ANNUAL DEBT SERVICE FOR PRINCIPAL AND INTEREST
FOR GREEN ACRES TRUST LOAN AS OF DECEMBER 31, 2013

CALENDAR

YEAR PRINCIPAL INTEREST TOTAL
2014 $ 341,558.26 % 30,467.59 § 372,025.84
2015 348,423.57 23,802.07 372,025.64
2016 365,426.88 16,698.76 372,025.64
2017 120,774.65 10,657.65 131,432.30
2018 123,202.22 8,230.08 131,432.30
2019 125,678.59 5,753.71 131,432.30
2020 128,204.73 3,227.67 131,432.30
2021 65,065.50 650,65 65,716.15
TOTAL $ 1,608,334.39 § 99,188.08 $ 1,707,522.47
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NOTE 3 MUNICIPAL DEBT (CONTINUED)

SCHEDULE OF ANNUAL DEBT SERVICE FOR PRINCIPAL
AND INTEREST FOR NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE
TRUST LOAN AS OF DECEMBER 31, 2013

CALENDAR

YEAR PRINCIPAL INTEREST FEES TOTAL
2014 $ 1,345,783.93 $ 365,112.60 3 71,948.76 $ 1,782,845.18
2015 1,360,783.93 346,262.50 41,640.63 1,748,687.06
2018 1,380,783.23 326,662.50 28,565.00 1,737,011.43
2017 1,400,783.83 306,082.50 29,665.00 1,736,411.43
2018 . 1,420,783.93 284,562.50 29,565.00 1,734,911.43
2019 1,445,783.23 261,312.50 28,665.00 1,736,661.43
2020 1,460,783.93 241,112.50 29,565.00 1,731,461.43
2021 1,490,783.93 215,912.50 28,665.00 1,736,281.43
2022 1,605,783.93 198,562.50 29,565.00 1,733,911.43
2023 1,525,783.93 175,962.50 29,565.00 1,731,311.43

- 2024 1,665,783.93 152,562.50 29,865.00 1.737,911.43
20256 1,580,783.93 127,962.50 28,565,00 1,738,311.43
2026 1,605,783.83 102,362.50 T 29,665.00 1,737,711.43
2027 1,625,783.83 78,662.50 29,665.00 1,733,811.43
2028 1,696,918.06 51,025.00 29,665.00 1,677,508.06
2029 1,060,810.08 23,537.50 18,225.00 1,102,672.58
2030 546,907.98 5,250.00 5,025.00 6557,182.98

$ 2391061114 $ 3,262,787.50 $ 521,184.39 $ 27,694,683.03

FUND BALANCES APPROPRIATED

Fund balances at December 31, 2013 which were appropriated and inofuded
as anticipated revenue in their own respective funds for the year ending

December 31, 2014 were as follows:

NOTE 4:

$3,180,000.00

Current Fund
$1,650,000.00

Sewer Operating FFund
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NOTE &:

NOTE 6:

PROPERTY TAXES

Property taxes attach as an enforceable lien on property as of January 1. Taxes
are levied based on the final adoption of the current year municipal budget, and
are payable in four installments on February 1, May 1, August 1 and
November 1. The Township bills and collects its own property taxes and aiso
taxes for the County and local school district. The coliections and remittance of
county and school taxes are accounted for in the Current Fund. Township
property tax revenues are recoghized when collected in cash and any
receivables are recorded with offsetting reserves on the balance shest of the

Township's Current Fund.

Taxes collected in advance - Taxes collected in advance and recorded as cash
liabilities in the financial statements are as follows:

BALANCE BALANCE
DECEMBER DECEMBER
31,2013 31, 2012
Prepaid Taxes $1,651,153.52 $588,583.96

PENSION PLANS
Plan Descriptions

Substantially all eligible employees patticipate in the Public Employees'
Retirement System (PERS), or the Police, Firemen's Retirement System (PFRS)
or the Defined Contribution Retirement System (DCRP), which have been
established by state statute and are administered by the New Jersey Division of
Pensions and Benefits. The Division issues a publicly available financial report
that includes the financial statements and required supplementary information for
the Public Employees Retirement System, Police and Fireman's Retirement
System and Consolidated Police and Firemen's Pension Fund. These repoits
may be obtained by writing to the Division of Pensions and Benefits, P.O.
Box 295, Trenton, New Jersey, 08625 or are available online at

www.nj.gov/treasury/pensions/anniprts.shiml.

Public _Employees’' Retirement System (PERS) - The Public Employees'
Retirement System (PERS) was established as of January 1, 1955, under the
provisions of N.J.S.A. 43:15A, to provide retirement, death, disability and medical
benefits to certain qualified members. The PERS is a cost-sharing multiple
employer plan. Membership is mandatory for substantially, all full-time
employees of the State of New Jersey or any county, municipality, school district
or public agency, provided the employee is not required to be a member of
another state-administered retirement system or other state pension fund or local

jurisdiction’s pension fund.
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NOTE 6:

PENSION PLANS (CONTINUED})

Plan Descriptions (Continued)

Police and Fireman's Retirement System (PFRS} - The Police and Fireman's
Retirement System (PFRS) was established as of July 1, 1944, under the
provisions of N.J.8.A. 43:16A. to provide retirement, death, and disability benefits
to its members. The PFRS is a cost-sharing multiple-empioyer plan. Membership
is mandatory for substantially, all full-time county and municipal police or firemen
or officer employees with police powers appointed after June 30, 1944.

Defined Contribution Retirement Program (DCRP) - The Defined Contribution
Retirement Program (DCRP) was established July |, 2007, under the provisions
of Chapter 92, P.L. 2007 and Chapter 103, P.L 2007, and was expanded under
the provisions of Chapter 88, P.L. 2009. The DCRP provides eligible employees
and their beneficiaries with a tax-sheltered, defined contribution retirement

benefit, along with life insurance coverage and disability coverage.

Vesting and Benefit Provisions

The vesting and benefit provisions for PERS are set by N.J.§.A. 43:16A and
43:36. All benefits vest after ten years of service, except for medical benefits,
which vest after 25 years of service. Members may seek early refirement after
achieving 25 years of service credit or they may -elect deferred retirement after
achieving ten years of service credit, In which case, benefits would begin the first

day of the month after the member attains normal retirement age.

The vesting and benefit provisions for PFRS are set by N.J.S.A. 43:16A and
43:36. All benefits vest after ten years of service, except for disability benefits,
which vest aiter four years of service. Retirement benefits for age and service are
avaflable at age 55. Members may seek special retirement after achieving 25
years of creditable service or they may elect deferred retirement after achieving

ten years of service.

Newly elected or appointed officials that have an existing DCRP account, or are
a member of another State-administered retirement system are immediately
invested in the DCRP. For newly elected or appointed officials that do not qualify
for immediate vesting in the DCRP. Employee and employer contributions are
held during the initial year of membership. Upon commencing the second year of
DCRP membership, the member is fully invested. However, if a member is not
eligible to continue in the DCRP for a second year of membership, the member
may apply for a refund of the employee confributions from the DCRP, while the
employer contributions will revert back to the employer. Employees are required

to contribute 5.5% of their base salary and employers contribute 3.0%.
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NOTE 6:

PENSION PLANS (CONTINUED)

Funding Policy

The contribution policy is set by New Jersey State Statutes and contributions are
required by active members and contributing employers. Plan members and
employer contributions may be amended by State of New Jersey legislation.
During 2013 PERS provides for employee contributions of 6.78% of employees'
annual compensation. Employers are required to contribute at an actuarially
determined rate. The actuarially determined contribution includes funding for
cost-of-living adjustments, noncontributory death benefits, and post-retirement

medical premiums.

The contribution policy for PFRS is set by N.J.S.A. 43 16A and requires
contributions by active members and contributing employers. Plan member and
employer contributions may be amended by Slate of New Jersey legisiation.
Employers are required to contribute at an actuarially determined rate. The
annual employer contribution includes funding for basic retirement allowances,
cost-of-living adjustments and noncontributory death benefits. During 2013,
members contributed at a uniform rate of 10.00% of base salary.

Certain portions of the costs are contributed by the employees. The Township's
share of pension costs, which is based upon the annual billings received from the
State, amounted to $1,346,862.00 for 2013, $1,231,252.00 for 2012 and

$1,258,791.00 for 2011.

All contributions were equal to the required contributions for each of the three
years, respectively.

Certain Township employees are also covered by Federal insurance Contribution
Act.

Information as to the comparison of the actuarially computed value of vested
benefits with the system's assets is not available from the State Retirement

System and, therefore, is not presented,
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NOTE 7.

NOTE 8.

NOTE &

COMPENSATED ABSENCES

The Township of Montgomery has established uniform personnel policy
procedures which set forth the terms under which an employee may accumulate

unused benefits as follows:

Sick Leave — Sick leave for permanent employees accumulates in accordance
with the terms of approved centracts or personnel policies at the rate of one day
per month. Any amount of sick leave allowance not used in a calendar year
accumulates to the employee’s credit to be used if and when needed for medical
purposes only. Accumulated sick leave allowances are forfeited upon separation

of services,

Vacations — Vacation pay for permanent employees also accumulaied in
accordance with the terms of approved contracts and policies. Vacation days are
to be taken in the year earned and do nof accumulate, except that 2a maximum of
ten days vacation time may be carried over to the next succeeding year only.
Upon separation of employment, an employee is entitled in time or in pay to any
earned vacation accumulated and not previously used.

The payroll department maintains records of each employee’s status relating to
earned and unused sick and vacation pay. Expenditures for payment of accrued
sick and vacation benefits are recorded in the period in which the payments are

made.

LITIGATION

The Township Attorney's letter did not indicate any litigation, claims or contingent
liabilities that are either not covered by the Township's insurance carrier or would
have a material financiai impact on the Township.

TAX APPEALS

There are tax appeals filed with the County and State Tax Court of New Jersey
requesting a reduction of assessments for the year 2013. Any reduction in
assessed valuation will resuit in a refund of prior years' taxes in the year of
settlement, which may be funded from tax revenues through the establishment of
a reserve or by the issuance of refunding bonds per N.J.S.A. 40A:2-51.
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NOTE 10:

NOTE 11:

CONTINGENT LIABILITIES

The Township participates in several federal and state financial assistance grant
programs. Entitlement to the funds is generally conditional upon compliance with
terms and conditions of the grant agreements and applicable regulations,
including the expenditure of funds for eligibie purposes. Findings and
guestioned costs, if any, relative to federal and state financial assistance
programs will be discussed in detail in Part Il of the 2013 audit report. In
addition, these programs are also subject to compliance and financial audits by
the grantors or their representatives. As of December 31, 2013, the Township
does not believe that any material liabilities will result from such audits.

RISK MANAGEMENT

The Township is exposed to various risks of loss related to torts; theft of, damage
to, and destruction of assets; errors and omissions, injuries to employees; and
natural disasters. The Township maintains commercial insurance coverage
through the Mid Jersey Joint Insurance Fund covering each of those risks of loss.
Management believes such coverage is sufficient to preclude any significant
uninsured losses to the Township. Settled claims have not exceeded this
commercial coverage in any of the past three fiscal years,

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

the current and previous two years:

Fiscal Amount Ending
Year Contributions Reimbursed Balance
2013 $ 78,417.30 % 15,421.62 $ 82,350.657
2012 55,802.31 62,166.98 29,354.89
2011 92,816.62 60,851.94 35,718.56
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NOTE 12:

NOTE 13:

DEFERRED COMPENSATION PLAN

The Township offers its employees a deferred compensation plan created in
accordance with Internal Revenue Code Section 457. The Plan, available to all
Township employees, permits them to defer a portion of their salaries until future
years. The Township does not make any contribution to the Plan. The deferred
compensation is not available to employees until retirement, death, disability,

termination or financial hardships.
The Township has engaged a private contractor to administer the plan.

The accompanying financial statements do not include the Township's Deferred
Compensation Plan activifies.

INTERFUND RECEIVABLES AND PAYABLES

The following interfund balances remained on the balance sheets at
December 31, 2013:
INTERFUND INTERFUND

FUND RECEIVABLE PAYABLE
Current Fund $ 191,766.01 $ 903,421.00
Grant Fund 820,576.00
Assessment Trust Fund 209,88
Animal Control Trust Fund 0.50 13,500.00
Trust Other Fund 826,150.59 175,571.63
General Capital Fund 82,845.00 806,088.81
Sewer Utility Operating Fund 12,184.04 23,546.78
12,184.04

Sewer Utility Capital Fund
$ 193352214 %  1,033522.14

All balances resulted from the time lag between the dates that payments
between funds are made.
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NOTE 14:

NOTE 15

NOTE 16:

DEFERRED LOCAL DISTRICT SCHOOL TAXES

New Jersey statutes provide for the deferral of liabiiity for not more than 50% of
the annual levy when school taxes are raised on a school year basis and such

taxes have not heen requisitioned by the schoo! district.

LOCAL DISTRICT SCHOOL TAX

BALANCE BALANCE
DECEMBER DECEMBER
31,2013 31, 2012

$36,156,485.00 $35,442,876.86

Balance of Tax
38,156,485.50 35,442 876.43

Deferred

School Tax Payable (Prepaid) {$0.50) $0.43

POST-RETIRMENT HEALTH BENEFITS

As at December 31, 2013, the Township of Montgomery had no obligation to
provide post-retirement health benefits.

SUBSEQUENT EVENTS

The Township has evaluated subsequent events occurring after the financial
statement date through September 15, 2014 which is the date the financial
statements were available to be issued. Based upon this evaluation, the
Township has determined that there are no subsequent events needed to be
disclosed with the exception of the following:

GENERAL CAPITAL

DEBT
ORDINANCE TOTAL AUTHORIZED CIF
2014-1458 % 2840000 $ 3 28,400.00
2014-1471 65,700.00 65,700.00
20141472 2,135,500.00 2,028,725.00 106,775.00

SEWER UTILITY CAPITAL

DEBT
ORDINANCE TOTAL AUTHORIZED CIE
2014-1470  § 382,600.00 $ $  382,500.00
2014-1473 150,000.00 150,000.00
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