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Borough of Spotswood
’CS ummerﬁz'lf ‘ded- Qar&ara Petren, CMTFO, CIC
SpOtSWOOd; M 08884 ' . Oirector of Finance

(732) 251-0700 ext. 830

TO:  The Honorable Mayor and Council Members
of the Borough of Spotswood

RE: Comprehensive Annual Financial Report for the
Year Ended December 31, 2009

The Comprehensive Annual Financial Report for the Borough of Spotswood (the “Borough”),
County of Middlesex, State of New Jersey, for the year ended December 31, 2009 is submitted
herewith and includes financial statements and supplemental schedules. | believe that it is
accurate in all material respects; that it is presented in a manner designed to set forth fairly the
financial position and results of operations of the Borough of Spotswood as measured by the
financial activity of its various funds and account groups; and that all disclosures necessary to
enable the reader to gain maximum understanding of the Borough's financial aﬁalrs have been
included.

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

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



PRESENT AND FUTURE CHALLENGES

During the 2008 calendar year, the Borough of Spotswood has made progress in a number of
operational and financial areas; however, this administration is clearly aware of the issues and
problems that continue to demand our attention and improvement. While we take pride in the
accomplishments of the past year, we are mindful of the issues that continue to face us.

In 2009, our Current Fund, which encompasses the general government functions of the
Borough had revenues of $9,328,502.67 exclusive of -fund balance, expenditures of
$9,463,145.12 and an increase of $1,085,385.54 in fund balance at year-end. The Current
Fund revenues increased approximately 5.21% or $580 600.25 over 2008. Below is a
comparison of the Current Fund revenues.

Increase/(Decrease)
009 2008 § %
l.ocal Sources:
Fund Balance Utilized ] 1,226,000.00 § 1,140,912.00 § 84,088.00 737 %
Current Tax Revenue 5,052,162.33 -5,857,726.44 194,435.89 3.32
Delinquent Tax Revenue 254,424.73 290,249.45 (35,824.72) (12.34)
Miscellaneous Revenuas )

Anticipated 1,319,827.08 1,263,414.55 56,412.54 4.47
Non-Budget Revenues 145,858.74 207,737.11% (61 ,878.37)_ (29.79)
Other Credits to Income 488,775.08 540,869.33 (52,094.25) (9.63)}

Total Revenues from '

Local Sources $ 9,486,047.97 & 9,300,908.88 % 185,139.09 188 %
State Aid 899,625.00 922,692,70 (23,067.70) (2.50)
Federal, Stale and Private Grants 167,829.70 910,501.34 (742,671.64) " {B1.57})

Total Current Fund Revenues § 10,663,502.67 §  11,134,10282 $  (580,600.25) (6.21) %

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

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

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

detailed separately above.

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




The decrease in expenditures in 2009 over 2008 was $300,816.40 or 3.08% as follows;

General Government

Land Use Administration

insurance

Public Safety

Public Works

Construction Code

Health and Human Services

Parks and Recreation

Library '

Other Common Functions

Utility Expenses and Bulk Purchases

Landfill/Solid Waste Disposal Costs

(;_ontingent

Deferred Charges and Statutory
Expenditures

Federal, State and Private Programs

Capital Improvements

Municipal Debt Service

Reserve for Uncollected Taxes

ES

Increase/{Decrease)
- 2009 2008 3 %
£29,885.07 660,330.00 $ (30,444.93) {4.61) %
20,500.00 25,050.00 (4,550.00)  (18.16)
1,020,750.00 1,010,750.00 10,000.00 0.99
3,087,453.00 2,947,098.00 140,355.00 4.76
960,030.00 B74,645.00 85,385.00 9.76
102,290.00 102,280.00
218,680.00 182,664.00 36,016.00 19.72
38,635.00 38,035.00 600.00 1.58
315,959.17 305,711.58 10,247.59 3.35
20,000.00 (20,000.00) (100.00)
385,500.00 397,000.00 (11,500.00) {2.90)
220,000.00 220,000.00
100.00 100.00
889,679.50 778,605.60 111,073.90 14.27
171,184.45 836,942.34 (765,787.88)  (81.73)
55,000.00 25,000.00 30,000.00 120.00
789,528.93 719,740.00 69,788.93 9.70
558,000.00 520,000.00 38,000.00 7.31
9,463,145.12 9,763,961.52 3 (300,816.40) (3.08) %



The water-sewer ulility serves the entire Borough which encompasses approximately 2,754
residential customers and 133 commercial accounts. Our Water-Sewer Utility Operating Fund
generated revenues of $2,315,366.13 exclusive of fund balance, and incurred expenses of
$2,314,967.40 and a net gain of $180,398.73. The increase in expenses from 2008 to 2009
was 3.42%. The following schedule summarizes revenues and expenses for 2009 and 2008:

increase/(Decrease)
2009 : 2008 B %
Revenues .
Fund Balance 5 180,000.00 & 350,000.00 § (170,000.00) (48.57) %
Rents _ 2,142 463.73 1,828,704.64 313,759.08 17.18
Miscellaneous 18,002.90 32,777.92 (14,775.02) (45.08)
Other Credits to Income:
Unexpended Balance of .
Appropriation Reserves 104,691.25 113,844.98 (9,253.74) (8.12)
Current Budget Appropriations _ '
Canceled - 50,208.25 30,000.00 20,208.25 67.36
8 2,495,366.13 § 2,355,427.55 §$ 139,938.58 5.94 - %
Expenditures
Operating 3 1,7567,625.00 § 1,698,835.00 & 58,790.00 3.46 %
Capital Improvements 20,000.00 25,000.00 (5,000.00) (20.00)
Debt Service 498,329.00 478,289.00 - 20,040.00 4.19
Deferred Charges and ’
Statutory Expenditures 38,415.00 36,212.00 2,203.00 6.08
Refund of Prior Years Revenue _ 598.40 598.40 100.00

5 2,314,967.40  § 2,238,336.00 % 76,631.40 3.42 %

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

The remainder of this transmittal letter will provide greater details relating to our progress during
2009 and some of our plans for the future.

STATUTORY AUTHORITY

The Borough is organized and administered in accordance with the provisions of New Jersey
State Law and consists of an elected Mayor and a five (5) member Council responsible for
providing all basic governmental services, except education, to.its 7,880 local residents.

The Borough, pursuant to law, has the authority to levy taxes and issue debt.
In accordance with generally accepted accounting principles, as prescribed by the

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



MAJOR ACTIVITIES AFFECTING BUDGET/FINANCIAL CONDITIONS

The Middlesex County Board of Taxation had advised the Borough that it was necessary to
undergo a property tax revaluation/reassessment (last done in 1984). The revaluation was
completed and effective for 2005 and the current assessed valuation is at approximately
80.87% of full estimated valuation. The cost of this revaluation.is being funded through the
annual budgets over a five year period. : '

The water system was neglected in the past, however, more recently improvements were
authorized and in progress and wili continue in the future to be made to ensure residents a safe
potable high quality water supply. Funding is in place to redevelop all of our wells, continue
with the water main relining project and make repairs to the existing plants. The Governing
Body will continue to evaluate the water-sewer infrastructures on an ongoing basis. '

ACCOUNTABILITY ON 2009 INITIATIVES

The Borough of Spotswood continues to examine édditio_nal and shared services agreements
and is currently involved in approximately seventeen (17) different agreements.

The tax collection percentage in 2009 was 98.53%.

PROSPECTS FOR THE FUTURE

The Borough faces the constant challenge of providing our taxpayers and residents with quality
services and improvements to the municipality, while maintaining. a stable tax rate.

The Borough Council adopted an ordinance utilizing the approved Transportation Trust Fund
Grant of $225000.00 for improvements to Wyoming Avenue and $300,000.00 for
mprovements to other various roads within the Borough. -Middlesex County awarded
$60,000.00 for Downtown Business District Improvements and $25,000.00 for Sustainable
Economic Growth Improvement Grant for improvements to Main Street and downtown. In
addition, our Office on Aging, Alcohol and Drug Alliance, Cultural and Heritage Commission,
Police Department and the Office of Emergency Management are constantly applying for and
receiving grants for numerous programs and equipment to help our residents and the
community. :

During 2009 the Borough of Spotswood was able to see twelve months of savings with
combining the Planning Board and Zoning Board from the previous year. The Borough also
completed RFP’s for banking services in late 2009 to begin new services in January 2010.

The Borough of Spotswood is continuing to strive to hold down and stabilize the tax rate by
researching new interlocal agreements, changes in exiting contracts with private companies
and outstanding.



LOCAL ECONOMIC EVENTS

For 2009, the Borough continued to demonstrate important indicators of continued financial
strength as follows:

¢ A Current Fund fund balance of $1,538,100.27, a decrease of $139,614.44 or 8.32%
© caused primarily by exceed in miscellaneous revenues anticipated.

e The Borough has continued to maintain an excellent credit rating. Presently, the
Borough's latest (2010) Bond Rating is "Aa3" by Moody's Investor's Services.

During 2009, total real estate tax revenues increased by $194,43589 or 3.32% to
$6,052,162.33. The current collection rate (cash basis) of real estate tax revenue (an important
indicator of fiscal health) was 98.53% in 2009 and has averaged 98.51% for the prior three
years. Although, the Borough has maintained a stable collection rate, certain taxpayers were
unable to remit their taxes on a current basis.

Revenues from other sources remained relatively flat in 2009, and the Borough has not
_ experlenced any major growth in development. Assessed values have decreased slightly in the
past year, apprommatmg $746,811,008.00. Consequently, any increased costs for operatlons
must be funded by increases in real estate taxes.

CASH MANAGEMENT

Bank balances are insured up to $100,000.0C0 in the aggregate by the Federal Deposit
fnsurance Corporation for each bank. In addition, the State of New Jersey Unit Deposit
Protection Act insures the remaining balance of funds on deposit in registered depositories. At
December 31, 2009, all cash funds on deposit were in registered depositories and were
covered by these insurers. :

The Borough invests all surplus funds for appropriate periods of time as determined by the
Chief Financial Officer. During 2009, idle funds were invested with the New Jersey Cash
Management Fund and with sweep accounts maintained by the Borough's main depository,
which is designed to yield higher rates. The Borough also invested directly in certificates of
deposit. The Chief Financial Officer of the Borough monitors available cash balances for
investment on an ongoing basis in order to maximize earnings on invested cash. The Borough
has not entered intc any compensating balance agreements.



ACCOUNTING AND BUDGET INFORMATION

Accounting

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

In developing and evaluating the Borough's accounting system, consideration is given to the
adequacy of internal accounting controls. Internal accounting controls are designed to provide
reasonable, but not absolute, assurance regarding: (1) the safeguarding of assets against loss
from unauthorized use or dlsp051t|on and (2) the reliability of financial records for preparing
financial statements' and maintaining accountability for assets. The concept of reasonable
assurance recognizes that (1) the cost of controls. should not exceed the benefits expected to
be derived; and (2) the evaluation of costs and benefits requires estimates and judgment by
managemert. :

During the fiscal year, financial reports, accompanied by supporting schedules, are prepared
monthly and are distributed to the Mayor, Council Members, the Borough Administrator and
Department Heads. The reports detail the monthly transactions and summarize the balance in
the appropriations allocated for goods and services,

Management of the Borough is responsible for establishing and maintaining an adequate
internal control siructure,

Budgest

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

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

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



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

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

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

DEBT ADMINISTRATION

The authorized bonded indebtedness of municipalities in the State of New Jersey is limited by
statute to an amount equal to 3 1/2% of their equalized value. The equalized valuation basis of
the Borough is set by statute as the average for the last three years of the equalized value of alf
taxable real property and improvements and certain railroad property within its boundaries as
annually determined by the State Board of Taxation.

The Borough has managed ifs debt well and has outstanding debt equal to .544% of its
equalized value. Debt Service has been relatively constant over the last three years, averaging
$731,929.00 per year.

RISK MANAGEMENT

The Borough, like many other municipalities in the early '80's, was faced with an insurance
crisis. It was unable to obtain coverage at any price. The Borough banded together with other
municipalities to form the Middiesex County Municipal Joint Insurance and the New Jersey
Municipal Excess Liability Funds. These Funds procure insurance on a pooled basis, generally
self-insuring the initial level of loss for workers' compensation, property, general liability and
automobile. The Funds provide their members with risk management services, including the
defense of and settlement of claims and establish reasonable and necessary loss reduction and
prevention procedures to be followed by the members.
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Respectfully submitted,

/ﬂghw M&JOM

Barbara Petren
Chief Financial Officer
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