TOWN OF PHILLIPSBURG
COUNTY OF WARREN
REPORT OF AUDIT

2006

NISIVOCCIA & COMPANY LLP
CERTIFIED PUBLIC ACCOUNTANTS




TOWN OF PHILLIPSBURG
COUNTY OF WARREN
REPORT OF AUDIT
2006




TOWN OF PHILLIPSBURG
TABLE OF CONTENTS
YEAR ENDED DECEMBER 31, 2006

Part I — Financial Statements and Supplementary Data Page
Independent Auditors' Report 1-2
Financial Statements Exhibit

Current Fund
Comparative Balance Sheet A
Comparative Statement of Operations and Change in Fund Balance A-1
Statement of Revenue A-2
Statement of Expenditures A-3
Trust Funds
Comparative Balance Sheet
Statement of Fund Balance - Assessment Trust Fund (Not Applicable) B-1
Statement of Revenue - Assessment Trust Fund (Not Applicable) B-2
Statement of Expenditures - Assessment Trust Fund (Not Applicable) B-3

General Capital Fund
Comparative Balance Sheet

Statement of Fund Balance C-1
Water Utility Fund (Not Applicable) D
Sewer Utility Fund

Comparative Balance Sheet E

Comparative Statement of Operations and Change in Fund Balance - Sewer

Utility Operating Fund E-1

Statement of Fund Balance - Sewer Utility Capital Fund ‘ E-la

Statement of Revenue - Sewer Utility Operating Fund E-2

Statement of Expenditures - Sewer Utility Operating Fund E-3
General Fixed Assets Account Group

Comparative Balance Sheet F

Page
Notes to Financial Statements 1-20
Schedule
Supplementary Data
Officials in Office and Surety Bonds 1
Current Fund

Schedule of Cash - Treasurer A-4

Schedule of Cash - Collector A-5

Schedule of Cash - Clerk A-5a

Schedule of Cash - Federal and State Grant Fund (Not Applicable) A-6

Schedule of Taxes Receivable and Analysis of Property Tax Levy : A-7

Schedule of Tax Title Liens Receivable A-8

Schedule of Revenue Accounts Receivable A-9

Schedule of Federal and State Grants Receivable - Federal and State Grant Fund A-10

Schedule of 2005 Appropriation Reserves A-11

Schedule of Local School District Taxes Payable A-12

Schedule of Appropriated Reserves - Federal and State Grant Fund A-13

Schedule of Unappropriated Reserves - Federal and State Grant Fund A-14



TOWN OF PHILLIPSBURG
TABLE OF CONTENTS
YEAR ENDED DECEMBER 31, 2006
(Continued)

Part I — Financial Statements and Supplementary Data (Continued)
Supplementary Data (Continued)
Trust Funds
Schedule of Cash

Analysis of Assessment Trust Fund Cash - Assessment Trust Fund (Not Applicable)
Schedule of Reserve for Animal Control Fund Expenditures - Animal Control Fund

General Capital Fund
Schedule of Cash
Analysis of General Capital Fund Cash
Schedule of Deferred Charges to Future Taxation - Unfunded
Schedule of Improvement Authorizations
Schedule of Capital Improvement Fund
Schedule of Bond Anticipation Notes Payable
Schedule of Serial Bonds Payable
Schedule of NJ Wastewater Treatment Loans Payable
Schedule of Green Acres Loan Payable
Schedule of Bonds and Notes Authorized but not Issued

Water Utility Fund (Not Applicable)

Sewer Utility Fund
Schedule of Cash - Treasurer
Analysis of Sewer Utility Capital Cash - Sewer Utility Capital Fund
Schedule of Cash - Sewer Collector - Sewer Utility Operating Fund
Schedule of Consumer Accounts Receivable - Sewer Utility Operating Fund
Schedule of Sewer Liens Receivable - Sewer Utility Operating Fund
Schedule of Fixed Capital - Sewer Utility Capital Fund

Schedule of Fixed Capital Authorized and Uncompleted - Sewer Utility Capital Fund

Schedule of 2005 Appropriation Reserves - Sewer Utility Operating Fund
Schedule of Improvement Authorizations - Sewer Utility Capital Fund
Schedule of Capital Improvement Fund - Sewer Utility Capital Fund
Schedule of Reserve for Amortization - Sewer Utility Capital Fund
Schedule of Deferred Reserve for Amortization - Sewer Utility Capital Fund

Schedule of NJ Wastewater Treatment Loans Payable - Sewer Utility Capital Fund
Schedule of Serial Bonds Payable - Sewer Utility Capital Fund (Not Applicable)
Schedule of Bonds and Notes Authorized but not Issued - Sewer Utility Capital Fund

Part II - Single Audit
Schedule of Expenditures of Federal Awards
Schedule of Expenditures of State Awards
Notes to Schedules of Expenditures of Federal and State Awards
Independent Auditors' 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

Independent Auditors' Report on Compliance with Requirements Applicable to Each Major
Program and on Internal Control Over Compliance in Accordance with OMB Circular A-133

and State OMB Circular NJOMB 04-04
Schedule of Findings and Questioned Costs
Summary Schedule of Prior Audit Findings

Schedule

B-4
B-5
B-6

C-2
C-3
C-4
C-5
C-6
C-7
C-8
C-9
C-9a
C-10

8-9

10-11
12
13



TOWN OF PHILLIPSBURG
TABLE OF CONTENTS
YEAR ENDED DECEMBER 31, 2006

Page
Part III - Comments and Recommendations

SAS No. 112 Letter (Not Applicable)
Other Comments and Recommendations 14-19
Summary of Recommendations 20



TOWN OF PHILLIPSBURG

PART I

FINANCIAL STATEMENTS

AND SUPPLEMENTARY DATA

YEAR ENDED DECEMBER 31. 2006




LQNISIVI]I}EIH o DTWRRNY L1y

5 Emery Ave 11 Lawrence Road
Randolph, NJ 07869 Newton, NJ 07860
Phone: 973-328-1825 Phone: 973-383-6699
Fax: 973-328-0507 Fax: 973-383-6555

Independent Auditors' Report

The Honorable Mayor and Members
of the Town Council

Town of Phillipsburg

Phillipsburg, New Jersey

We have audited the financial statements of the various funds of the Town of Phillipsburg in the County of
Warren (the "Town") as of and for the years ended December 31, 2006 and 2005, as listed in the table of
contents. These financial statements are the responsibility of the Town's management. Our responsibility is
to express opinions on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America, audit requirements prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey (the "Division"), and the standards applicable 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 audits to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinions.

As described in Note 1, these financial statements have been prepared in conformity with accounting
principles prescribed by the Division that demonstrate compliance with the modified accrual basis, with
certain exceptions, and the budget laws of New Jersey, which is a comprehensive basis of accounting other
than accounting principles generally accepted in the United States of America. The effects on the financial
statements of the variances between the statutory basis of accounting and accounting principles generally
accepted in the United States of America, although not reasonably determinable, are presumed to be material.

In our opinion, because the Town prepares its financial statements on the basis of accounting discussed in the
third paragraph, the financial statements referred to in the first paragraph, do not present fairly, in conformity
with accounting principles generally accepted in the United States of America, the financial position of the
Town as of December 31, 2006 and 2005, and the results of its operations for the years then ended.

However, in our opinion, the financial statements referred to above, present fairly, in all material respects,
the financial position of the various funds of the Town at December 31, 2006 and 2005, and the results of
operations and changes in fund balances, where applicable, of such funds thereof for the years then ended, in
conformity with accounting principles prescribed by the Division, as described in Note 1.

MEMBER OF BKR (NTERNATIONAL o FIRMS IN PRINCIPAL CITIES WORLODWIDE




The Honorable Mayor and Members
of the Town Council

" Town of Phillipsburg

Page 2

In accordance with Government Auditing Standards, we have also issued our report dated June 28, 2007, on
our consideration of the Town's internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts, grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance.  That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audits.

Our audits were conducted for the purpose of forming opinions on the financial statements taken as a whole.
The information included in the supplementary schedules listed in the table of contents is presented for
purposes of additional analysis and is not a required part of the financial statements. The accompanying
schedules of expenditures of federal and state awards are also presented for purposes of additional analysis
and are required by the U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Nonprofit Organizations, and New Jersey’s OMB Circular NJOMB 04-04, Single Audit
Policy for Recipients of Federal Grants, State Grants, and State Aid and are not a required part of the
financial statements. This information has been subjected to the auditing procedures applied in the audit of
the financial statements mentioned above and, in our opinion, 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 to the
financial statements and Note B to the schedules of expenditures of federal and state awards.

Randolph, New Jersey NISIVOCCIA & COMPANY LLP
June 28, 2007
Heidi A.Wohlleb ‘

Registered Municipal Accountant No. 481
Certified Public Accountant
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TOWN OF PHILLIPSBURG

CURRENT FUND

COMPARATIVE BALANCE SHEET

ASSETS

Regular Fund:
Cash - Treasurer
Cash - Collector
Cash - Clerk
Change Funds

Receivables and Other Assets With
Full Reserves:
Delinquent Property Taxes Receivable
Tax Title Liens Receivable
Property Acquired for Taxes at Assessed
Valuation
Municipal Lien Charges Receivable
Municipal Charges Receivable
Revenue Accounts Receivable
Due from:
Federal and State Grant Fund
Animal Control Fund
Other Trust Funds
General Capital Fund
Claims Account
Payroll Accounts
Total Receivables and Other Assets
With Full Reserves

Total Regular Fund
Federal and State Grant Fund:

Federal and State Grants Receivable

TOTAL ASSETS

Ref.

A-5
A-5a

A-7
A-8

A9

O W w >

A-10

1 of 3

December 31,

2006

2005

$ 3,894,766.11

$ 3,930,392.13

26,347.81 55,858.91
5,603.18 5,539.38
1,050.00 1,050.00

3,927,767.10 3,992,840.42
605,855.29 611,878.77
59,301.29 86,680.64
564,400.00 564,400.00

43,156.12 59,460.53
3,826.13 9,005.28

13,765.70 21,067.25

308,807.89 277,200.09
2,593.84 4,759.15
3,509.78 69.28

205,229.63 1,978.31

22.82 40.84
12.60 14.22
1,810,481.09 1,636,554.36
5,738,248.19 5,629,394.78
5,162,887.58 2,293,082.51
5,162,887.58 2,293,082.51

$10,901,135.77

$ 7,922,477.29
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TOWN OF PHILLIPSBURG
CURRENT FUND
COMPARATIVE BALANCE SHEET
(Continued)
December 31,
Ref. 2006 2005
LIABILITIES, RESERVES AND FUND BALANCE
Regular Fund:
Appropriation Reserves:
Unencumbered A-3;A-11 $ 664,805.39 $ 851,802.44
Encumbered A-3;A-11 145,485.43 133,264.14
Total Appropriation Reserves 810,290.82 985,066.58
Accounts Payable A-11 34,031.75 126,079.01
Prepaid Taxes 141,288.01 104,331.51
Tax Overpayments 306.68
County Taxes Payable 17,741.02 11,891.10
Local School Taxes Payable A-12 118,294.00 128,256.00
Due to:
State of New Jersey:
Senior Citizen and Veteran Deductions 44,566.98 43,895.04
Marriage License Fees 575.00 350.00
Reserve for:
Library 351,919.19 417,981.17
Sale of Municipal Assets 485,932.90 62,992.90
Garden State Trust 1,675.22 1,876.16
Tax Sale Premiums 141,950.00 201,450.00
2005 Federal Emergency Management Agency
Flooding Reimbursement 135,043.70 136,850.54
Redemption of Outside Liens 681.73 1,253.09
Revaluation 22,044.52 22,044.52
2,306,341.52 2,244,317.62
Reserve for Receivables and Other Assets A 1,810,481.09 1,636,554.36
Fund Balance A-1 1,621,425.58 1,748,522.80

Total Regular Fund 5,738,248.19 5,629,394.78




TOWN OF PHILLIPSBURG

CURRENT FUND

COMPARATIVE BALANCE SHEET

(Continued)

Ref.
LIABILITIES, RESERVES AND FUND BALANCE

Federal and State Grant Fund:

Appropriated Reserves A-13
Unappropriated Reserves A-14
Due to Current Fund A

Total Federal and State Grant Fund

TOTAL LIABILITIES, RESERVES AND FUND BALANCE

3of3

December 31,

2006

2005

$ 4,829,018.17

$ 1,993,937.42

25,061.52 21,945.00
308,807.89 277,200.09
5,162,887.58 2,293,082.51

$10,901,135.77

§ 7,922,477.29

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT



TOWN OF PHILLIPSBURG

CURRENT FUND

A-1

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE IN FUND BALANCE

Revenue and Other Income Realized
Fund Balance Utilized
Miscellaneous Revenue Anticipated

Receipts from:
Delinquent Taxes
Current Taxes

Nonbudget Revenue

Other Credits to Income:
Unexpended Balance of Appropriation Reserves
Cancellation of Accounts Payable
Cancellation of County Taxes Payable
Cancellation of Appropriated Grant Reserves
Cancellation of Tax Overpayments
Interfunds and Other Receivables Returned

Total Income

Expenditures
Budget Appropriations

County Taxes
County Share of Added and Omitted Taxes
Local School District Taxes
Refund of Prior Year Taxes
Prior Year Senior Citizens' Deductions Disallowed
Cancellation of Federal and State Grant Fund
Receivables
Interfunds and Other Receivables Advanced
Total Expenditures

Excess in Revenue
Balance January 1

Decreased by:
Utilized as Anticipated Revenue

Balance December 31

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS

Ref.

A

Year Ended December 31,

2006 2005
1,365,000.00 $ 1,365,000.00
9,250,272.72 6,139,264.73

609,139.35 635,011.08

18,673,328.65 17,834,972.15

245,000.46 258,741.65

413,379.27 322,958.72

37,138.90
1,159.16
85,307.80 66,001.38
548.89
6,861.80 238,714.65

30,686,588.11

26,861,213.25

17,756,166.90 14,342,114.17
5,016,963.36 4,439,864.70
17,741.02 11,891.10
6,332,654.00 6,354,522.00
1,563.00 18,420.00
2,752.06 5,068.05
77,868.52 20,603.00
242,976.47 284,061.89
29,448,685.33 25,476,544.91

1,237,902.78 1,384,668.34
1,748,522.80 1,728,854.46
2,986,425.58 3,113,522.80

1,365,000.00

1,365,000.00

1,621,425.58

$

1,748,522.80

ARE AN INTEGRAL PART OF THIS STATEMENT



A-2

9elg - 9snqy Fni(] pue WSIOYOI[y U0 ddurl[[Y [edIotunjy
weiold seniunwuio)) ues[)
pun, juswodstojuy SuIAL(] Juni(]
jueIn) ui[okoay
$99,] 9p0)) UOI}INIISUO)) UWLIOJIUN)
weidold ply 29UBISISSY 991[0d AJLINJSS PUB[OWOH
1SN 9JB)S USpIRD) - SOXB] JO NI Ul JuswAeq
xe ], s1d19ooy A31aug
PV ooy xe] Auadoid [ediounjy paiepijosuo)
weID) yoo[g [ediotuniy aAneIU] 9A13R[SIS9]
jusuIedI ]
o8emaoq - soxe] Jo nar ul juswAed
109fo1q Suisnoy
[e19pa] - SIXEB] JO NalT Ul JuswAed
susoda(] pue sjUSUIISIAU] UO 1SOINU]
SOXE], UO S)SO)) pue 1S2I9)U]
uno)) [ediorunpy
:§1S00) pue saul ]
SHuLIdd pue s99
#PYI0
soFe1onag 21[0YOI[ Y
159SU90I]
:9NUSAY SNOSUB[[IISIA

paredionuy souefeq pun,

%
— 00°09L°T1 00°09L°T1
00°S65°S1 7578901 $ 87975V 1
r€'879°8 7€'879°8
79'859°t 79'859'v
01 %0071 01'v00°61¢ 00°000°50¢
00°000°0L 00°000°0L
91'9L8°1 91°9L8°1
00'988°598 00'988°598
00'068°995°1 000689951
00'816°89 00°8%6°89
x L8TLST €1LTI8L 00°000°18
98°196°9 98°196°¢8 00°000°LL
S8°6TTILI $8°6TT 11T 00'000°0L
1¥'29¢91 1¥°29€°9¢1 00°000°0C1
66901°0€ 66°901°15¢ 00°000°12¢
TL008°CL TL°008°T81 00°000°011
+ 00°€6¢€ 00°L09°11 00°000°CI
00°010°1 $ 00°010°9¢ 00°000°S€
00°000°59¢°1  $ 00°000°59¢‘l
« Mo1y2g pazijeay L8-¥:'VO¥ VSIN 103png
10 $520XY Aq poppV
9007 "T¢ 499NADdd dIaNd dvVaX
ANNIATT JO0 INAWALVIS
aNNJd INFZIND
S5INISdITIHd 40 NMOL
Gjoq



A-2

%

™ 0000002 00°000°02
00°000°0C 00°000°0T
00'000°0S 00°000°0S
00°000°0€ 00°000°0€
00°005°CT 00°005°CT
00°0S¥‘8 00°0S+°8
00°005°9 00°005°9
00°000°0S 00°000°0S
00'06¥°¢TI 00'06%°€T1
00°000°09 00°000°09
00°005°CT 00°005°CT
00°000°01 00°000°01
0072611 00°T6E°11
00°000°cY 00°000°cY
00°000°6 00°000°6
00°00Z°81 00°00Z°81
00°000° 00000
00°000°02 00°000°02
00°00v°1€ 00°00¥°1 €
¥0'79€°CI 02°0£0°6 1 M EXN
00°000°S 00°000°S
0768SvL9  § 00°€87°96S $ 02'90€°8L $

* 3103 pazieay L8-¥:VOV VSIN 198png
10 SS9OXH Aq poppVv
(penunuo))
9007 "T€ 9dNIOdd AAdNd IvVaX
ANNTATY 40 INFIWALVIS
aNNd INTIINO
DIYNASJITIIHd 40 NMOL
gjog

Al 9seyd Sunayiep
199[014 uoneradQ sng A9[[o1].
eze[d 1SQIO[[IH MaN
ueo] yoel], punoreuny [o( |od
ueln InO 1, dnoin) udiso(y oJeq
juein) apede,] anbaqleg urejy yinog
2INJOAYDIY YOIy [BUB)) SLLIOJA
we1301d SANUIdUL ApISQNS JUNY
198png sAnensmuIwpy
[ asey{ - Juelr) UoNEdO0[Y dleni],
UONEBI0[Y XOP[[9D
UOIEBI0[Y "SUJ UMOolg 2 umolg
peoIfIey] Jeua)) A3sIaf - S99, [BINIDYIIY
Al 9seyd Sunasiep
JuRID) JJOD) TUIA JINJUSAPY
UOIJBI0)SAY “dUJ QWi ], [TeJAl
uoneloIsay sng AS[[oIL
JueID) 3103S JB[[O(] UMOIUMO(T
juelr) 1o9lo1d suiSuyg wes)g euueyanbsng

:s309[o1q asudigyuyg ueqin

jueln) Juawade[day Jowry Apog

jueIn) Juswodeuey Adusdiswyg

syuelr) sd10)) YIno § A9sIaf maN

}(panunu0))) SNUIAIY SNOIUB[[IISIA]



A-2

3of5

SI'TIZLOO°T $

10°T01°IL°6T §

TL1T8YETT §

11°890°9LVLT $

91°000°S¥T 9%"000°S¥C onuoAsy 108pnquoN
TLO1TTIL SS'00T°ELY 61 TLIT8PET] 11°890°9LY L1 s[e10]. 193png
1€7198°85¢€ 87'889°81C°8 L1°LT8°688°L sesoding [ediotunyx; 10 XeJ, [8907]
:308png [ediounyy jo Hoddng 1o} saxe] Aq pasiey 94 0} Junowy
SE6EIY6 SE6£1°609 00°000°S1S soxe ], juenbuljoq woiy s1dieooy
90°012°60€  $ TL'TLT0ST6 TL 18 vET ] v6° 0VT90L L ONUSASY SNOSUR[[SISIIA] [BIOL
0€°LILY61 0ELILY61 991A10S 199 A 01 9AISSY
00°000°76€ 00°000°76€ 900T Ul PIAIIY - $19ssY [edIdluniq Jo S[es
00°000°S 00°000°S jJuRID) JUSWOTRURTA] JOJEMULIO)S pUE 9)SBA\ PI[OS
:Auno)) ualiepy Jo Ajuoyny Suioueul,] [013U0)) UONN[[O]
00005 00°00S°T Auno) ualre g Jo Aepy payun)
:9snqy 3nI(J pue wWISI[OYoI[y U0 dduel|[y [ediotuniy
00°000°1 € 00°000°1 € 19y Auoyiny puny isni], uoneuodsuei] [N
00°000°00¢ 00000007 $ D711 ‘uswdo[oas( uorsg
00°00T°1 00°002°1 Ia[iel], "H3) - JSIN J0J ySnoyJ, sseqd Ajuno)) uaLepm
00°000°C 00°000°C UOoIIRUO(] UOISSTWIWO)) 331] apeys - A1ejoy
00°000°¢ 00000°¢ UOIIBUO(] 19211 USID Y[ €
00°000°T1€°E  § 00°000°T1€°C  § JuelD) JUSUWISIAU] pazuoyny joedwo) DELAIA
}(ponunuo))) ANUSAY SNOJUB[[IISIA
* Moy pazijesy L8-¥'VO¥ VSIN 193png
10 §590Xg Aq poppv
(penunuo))
900T 1€ JHIINTOdA A9ANd dVIA
HOANFAHY 40 LNHINALVLS
AN LNTHAND
HJINYSdI'THHd 40 NMAOL
§jog

(44



TOWN OF PHILLIPSBURG
CURRENT FUND

STATEMENT OF REVENUE

A-2
4 of 5

YEAR ENDED DECEMBER 31, 2006

Allocation of Current Tax Collections
Collections
Allocated to:
County Taxes
Due to County for Added and Omitted Taxes
School Taxes

Add: Appropriation "Reserve for
Uncollected Taxes"

Realized for Support of Municipal Budget

Other Licenses
Cash Receipts - Clerk
Less: Refunds

Interest on Investments and Deposits:
Cash Received - Treasurer
Cash Received - Collector
Cash Received - Clerk
Due from Other Trust Funds
Due from General Capital Fund
Due from Payroll Accounts

Due from Claims Account

(Continued)

$ 18,673,328.65

$ 5,016,963.36

17,741.02
6,332,654.00
11,367,358.38
7,305,970.27
942,718.21

$ 8,248,688.48

$  11,627.00
20.00
$  11,607.00

$  226,840.01
322.11

10.20

3,509.78
10,512.33

12.60

22.82

$  241,229.85
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50f5
TOWN OF PHILLIPSBURG
CURRENT FUND
STATEMENT OF REVENUE
YEAR ENDED DECEMBER 31, 2006
(Continued)
Analysis of Nonbudget Revenue:
Treasurer:

Cable TV Franchise Fee $ 41,641.00
Town Auction 3,242.00
Other Miscellaneous Receipts 3,566.20
Recycling Revenue 4,350.00
Tax Collector Fees 3,011.75
Tax Lien Discharge Fees 800.00
Library Fees 1,285.00
Administrative Fee - Senior Citizens and

Veterans Deductions 4,729.41
Returned Check Fees 460.00
Restitution 907.00
Police Outside Services - Administrative Fees 14,057.96
Workers' Compensation and Other Insurance Refunds 38,900.44
Rental Fees 1,078.00
Public Works Billings Reimbursements 4,620.29
Gasoline Billings Reimbursements 18,305.35
NJ DMV Inspection Fines 350.00
Other Trust Fund Escrow Deposit Cancelled 15,000.00
Reimbursements/Refunds 75,406.91

§  231,711.31
Collector:

Municipal Charges Receivable Collections 10,679.51

Due from Animal Control Fund:
Statutory Excess in Reserve for Animal Control Fund
Expenditures 2,609.64

$  245,000.46

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT
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TOWN OF PHILLIPSBURG
CURRENT FUND
STATEMENT OF EXPENDITURES
YEAR ENDED DECEMBER 31, 2006
(Continued)
Analysis of
Budget After Paid or
Ref. Modification Charged
Adopted Budget ’ $ 17,476,068.11
Added by:
N.J.S.A. 40A:4-87 1,234,821.72
$ 18,710,889.83
Cash Disbursed $ 12,224,862.09
Reserve for Uncollected Taxes 942,718.21
Encumbrances : A 145,485.43
Transfer to Appropriated Grant Reserves:
Federal, State and Local Grants 4,847,745.20
Local Matching Funds 2,940.00
18,163,750.93
Less: Appropriation Refunds 129,671.21

$ 18,034,079.72

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT
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COUNTY OF WARREN
2006
TRUST FUNDS
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TOWN OF PHILLIPSBURG
TRUST FUNDS
COMPARATIVE BALANCE SHEET
December 31,
Ref. 2006 2005
ASSETS
Animal Control Fund: !
Cash and Cash Equivalents B-4 $ 13,704.34 $ 15,072.85
Due from State of NJ - Dog License Fees 3.60
13,704.34 15,976.45
Other Trust Funds:
Cash and Cash Equivalents B-4 1,537,231.89 1,012,827.78
Neighborhood Preservation Program Grants
Receivable 197,133.00
Small Cities Block Grants Receivable 1,053,256.00 523,654.00
Community Development Revolving Loan
Program Receivable 673,226.96 727,533.75
3,263,714.85 2,461,148.53

TOTAL ASSETS $ 3,277,419.19 $ 2,477,124.98
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TOWN OF PHILLIPSBURG
TRUST FUNDS
COMPARATIVE BALANCE SHEET
(Continued)
December 31,
Ref. 2006 2005
LIABILITIES AND RESERVES
Animal Control Fund:
Due to Current Fund A $ 2,593.84 $ 4,759.15
Due to State of NJ - Dog License Fees 1.20
Reserve for Animal Control Expenditures B-6 11,109.30 11,217.30
13,704.34 15,976.45
Other Trust Funds:
Due to Current Fund A 3,509.78 - 69.28
Reserve for:
Federally Funded Housing Assistance
Program (Section 8) 132,523.34 96,025.91
Planning Board/Zoning Board Escrow 520,873.84 268,728.15
Community Development Revolving
Loan Program 915,596.59 888,449.69
Parking Offense Adjudication Act 5,020.85 7,045.75
Bernards Township R.C.A. Program 310,069.94 252,667.26
Accumulated Sick and Vacation 31,419.92 5,537.27
Police Outside Services 4,458.04
Other Deposits 260,000.00 260,000.00
Small Cities Block Grants 1,063,865.75 492,110.75
Neighborhood Preservation Grant 12,031.24 177,366.02
Public Defender Fees 8,803.60 8,690.41
3,263,714.85 2,461,148.53

TOTAL LIABILITIES AND RESERVES

$ 3,277,419.19

$ 2,477,124.98

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT



TOWN OF PHILLIPSBURG
ASSESSMENT TRUST FUND
STATEMENT OF FUND BALANCE
YEAR ENDED DECEMBER 31, 2006

NOT APPLICABLE

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT

B-1



TOWN OF PHILLIPSBURG
ASSESSMENT TRUST FUND
STATEMENT OF REVENUE
YEAR ENDED DECEMBER 31. 2006

NOT APPLICABLE

ASSESSMENT TRUST FUND
STATEMENT OF EXPENDITURES
YEAR ENDED DECEMBER 31, 2006

NOT APPLICABLE

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT
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TOWN OF PHILLIPSBURG
COUNTY OF WARREN
2006
GENERAL CAPITAL FUND




TOWN OF PHILLIPSBURG

GENERAL CAPITAL FUND

COMPARATIVE BALANCE SHEET

Ref.
ASSETS

Cash and Cash Equivalents C-2
Prospective Assessments Funded by Taxation
Deferred Charges to Future Taxation:

Funded

Unfunded C-4
TOTAL ASSETS

LIABILITIES, RESERVES AND FUND BATL ANCE

Serial Bonds Payable C-8
NJ Wastewater Treatment Loans Payable:

Trust C-9

Fund C-9
Green Acres Loan Payable C-9a
Bond Anticipation Notes C-7
Improvement Authorizations:

Funded C-5

Unfunded C-5
Due to Current Fund A
Capital Improvement Fund C-6
Reserve for Payment of Debt Service
Reserve for Prospective Assessments Funded by Taxation
Fund Balance C-1

TOTAL LIABILITIES, RESERVES AND FUND BALANCE

December 31,

2006 2005
$ 2,679,845.49 $ 686,583.37
4,700,000.00
5,195,246.87 5,756,908.44
10,164,945.50 3,567,496.50

$ 22,740,037.86

$ 10,010,988.31

§ 4,348,000.00

358,232.09
244.287.68
244,727.10
5,164,420.00

30,547.66
7,336,170.75
205,229.63
25,621.84

4,700,000.00
82,801.11

§ 4,793,000.00

419,049.49
294,858.95
250,000.00
2,344,200.00

70,176.94
1,557,312.45
1,978.31
25,621.84
194,717.30

60,073.03

$ 22,740,037.86

$ 10,010,988.31

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT



C-1
TOWN OF PHILLIPSBURG
GENERAL CAPITAL FUND
STATEMENT OF FUND BALANCE

Ref.
Balance December 31, 2005 C $ 60,073.03
Increased by:
Premium on Sale of Notes 22,728.08
Balance December 31, 2006 C $ 82,801.11

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT
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TOWN OF PHILLIPSBURG
SEWER UTILITY FUND
COMPARATIVE BALANCE SHEET
December 31,
Ref. 2006 2005
ASSETS
Operating Fund:
Cash - Treasurer E-4 $ 2,381,386.17 $ 2,482,720.82
Cash - Collector E-6 2,044.56 6,768.84
Change Fund 500.00 500.00
2,383,930.73 2,489,989.66
Due from Sewer Utility Capital Fund E 6,483.30 3,833.95
2,390,414.03 2,493,823.61
Receivables and Inventory with Full Reserves:
Consumer Accounts Receivable E-7 148,816.71 153,776.86
Sewer Liens Receivable E-8 2,011.07 1,801.07
Total Receivables with Full Reserves E 150,827.78 155,577.93
Total Operating Fund 2,541,241.81 2,649,401.54
Capital Fund:
Cash and Cash Equivalents E-4 1,615,284.17 1,415,654.89
Fixed Capital E-9 26,824,848.95 26,824,848.95
Fixed Capital Authorized and Uncompleted E-10 1,156,700.00 856,700.00

Total Capital Fund

TOTAL ASSETS

29,596,833.12

29,097,203.84

$ 32,138,074.93

$ 31,746,605.38
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TOWN OF PHILLIPSBURG
SEWER UTILITY FUND
COMPARATIVE BALANCE SHEET
(Continued)
December 31,
Ref. 2006 2005
LIABILITIES, RESERVES AND FUND BALANCE
Operating Fund:
Appropriation Reserves:
Unencumbered E-3;E-11 247,581.00 $  336,641.13
Encumbered E-3;E-11 140,437.51 146,251.77
Total Appropriation Reserves 388,018.51 482,892.90
Accrued Interest on Wastewater Treatment
Loans Payable 39,095.93 48,163.81
427,114.44 531,056.71
Reserve for Receivables E 150,827.78 155,577.93
Fund Balance E-1 1,963,299.59 1,962,766.90
Total Operating Fund 2,541,241.81 2,649,401.54
Capital Fund:
New Jersey Wastewater Loans Payable:

Trust E-16 2,402,740.61 3,242,412.09

Fund E-16 1,268,239.14 1,883,795.07
Improvement Authorizations:

Funded E-12 796,714.98 624,037.05
Due to Sewer Ultility Operating Fund E 6,483.30 - 3,833.95
Capital Improvement Fund E-13 253,171.46 253,171.46
Reserve for:

Amortization E-14 20,444,095.35 18,988,867.94

Deferred Amortization E-15 1,156,700.00 856,700.00

Payment of Debt Service 2,694,146.19 2,694,146.19

Sewer Improvements 390,202.00 365,900.00
Fund Balance E-la 184,340.09 184,340.09

Total Capital Fund

TOTAL LIABILITIES, RESERVES AND FUND BALANCE

29,596,833.12

29,097,203.84

$ 32,138,074.93

$ 31,746,605.38

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT



TOWN OF PHILLIPSBURG
SEWER UTILITY OPERATING FUND

E-1

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE IN FUND BALANCE

Revenue and Other Income Realized

Fund Balance Utilized
Rents

Nonbudget Revenue
Other Credits to Income:

Appropriation Reserves Lapsed
Total Income

Expenditures
Budget Expenditures:

Operating

Capital Improvements

Debt Service

Deferred Charges and Statutory Expenditures
Total Expenditures

Excess in Revenue

Fund Balance
Balance January 1

Decreased by:
Utilization as Anticipated Revenue

Balance December 31

Year Ended December 31,
Ref, 2006 2005
$ 759,705.00 $ 683,082.00
3,797,691.81 3,800,947.87
184,875.19 98,664.38
291,099.06 262,185.81
5,033,371.06 4,844,880.06
2,341,270.00 2,417,082.00
300,000.00 40,000.00
1,600,863.37 1,592,379.65
31,000.00 25,000.00
4,273,133.37 4,074,461.65
760,237.69 770,418.41
1,962,766.90 1,875,430.49
2,723,004.59 2,645,848.90
759,705.00 683,082.00
E $ 1,963,299.59 $ 1,962,766.90

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT



TOWN OF PHILLIPSBURG
SEWER UTILITY CAPITAL FUND
STATEMENT OF FUND BALANCE

Ref.
Balance December 31, 2005 E
Balance December 31, 2006 E

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT

E-la

$ 184,340.09

$ 184,340.09




Fund Balance Anticipated

Nonbudget Revenue

Analysis of Rents:

TOWN OF PHILLIPSBURG
SEWER UTILITY OPERATING FUND

STATEMENT OF REVENUE
YEAR ENDED DECEMBER 31, 2006

Anticipated Excess
$ 759,705.00 $ 759,705.00
3,600,000.00 3,797,691.81 $ 197,691.81
4,359,705.00 4,557,396.81 197,691.81
184,875.19 184,875.19
$ 4,359,705.00 $ 4,742,272.00 $ 382,567.00

$ 2,210,725.30

Other Municipalities
Consumer Accounts Receivable

Analysis of Nonbudget Revenue
Collector:
Interest on Investments
Interest on Sewer Rents

Treasurer:
Interest on Investments
Reimbursement - FEMA Flooding
Returned Check Fees

Due from Sewer Utility Capital Fund:
Interest on Investments

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT

1,586,966.51

$ 3,797,691.81

141,801.48

184,875.19
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TOWN OF PHILLIPSBURG
COUNTY OF WARREN
2006
GENERAL FIXED ASSETS ACCOUNT GROUP




TOWN OF PHILLIPSBURG

GENERAL FIXED ASSETS ACCOUNT GROUP

COMPARATIVE BALANCE SHEET

December 31,

2006

2005

ASSETS

Land
Buildings
Equipment

$ 12,211,700.00
13,854,400.00
7,444,478.00

$ 12,211,700.00
13,854,400.00
7,250,596.00

TOTAL ASSETS

$ 33,510,578.00

§ 33,316,696.00

RESERVES

Reserve for General Fixed Assets

$ 33,510,578.00

$ 33,316,696.00

TOTAL RESERVES

$ 33,510,578.00

$ 33,316,696.00

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS

ARE AN INTEGRAL PART OF THIS STATEMENT



Note 1:

TOWN OF PHILLIPSBURG
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

Summary of Significant Accounting Policies

A.

Reporting Entity

Except as noted below, the financial statements of the Town of Phillipsburg include
every board, body, officer or commission supported and maintained wholly or in part by
funds appropriated by the Town of Phillipsburg, as required by N.J.S. 40A:5-5.
Accordingly, the financial statements of the Town of Phillipsburg do not include the
operations of the municipal library, or volunteer fire and first aid squads.

Governmental Accounting Standards Board ("GASB") Codification Section 2100,
"Defining the Financial Reporting Entity" establishes standards to determine whether a
governmental component unit should be included in the financial reporting entity. The
basic criterion for inclusion or exclusion from the financial reporting entity is the
exercise of oversight responsibility over agencies, boards and commissions by the
primary government. The exercise of oversight responsibility includes financial
interdependency, selection of governing authority, designation of management, ability
to significantly influence operations, and accountability for fiscal matters. In addition,
certain legally separate, tax-exempt entities that meet specific criteria (i.e., benefit of
economic resources, access/entitlement to resources, and significance) should be
included in the financial reporting entities. As the financial reporting entity was
established in accordance with New Jersey statutes, the requirements of GASB
Codification Section 2100 were not followed and, accordingly, the reporting entity
could be different from accounting principles generally accepted in the United States of
America.

Description of Funds

The accounting policies of the Town of Phillipsburg 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 Town of Phillipsburg accounts for its financial transactions through
the following separate funds:

Current Fund - Resources and expenditures for governmental operations of a general
nature, including federal and state grant funds.

Trust Funds - 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 utility.




TOWN OF PHILLIPSBURG
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

(Continued)
Note 1: Summary of Significant Accounting Policies (Cont’d)
B. Description of Funds (Cont’d)
General Fixed Asset Account Group - These accounts were established with estimated
values of land, buildings and certain fixed assets of the Town as discussed in Note 1E.
C. Basis of Accounting

Basis of accounting refers to when revenue and expenditures or expenses are recognized
in the accounts and reported in the financial statements. Basis of accounting relates to
the timing of the measurements made, regardless of the measurement focus applied.

The accounting policies of the Town of Phillipsburg conform to the accounting
principles applicable to municipalities which have been prescribed by the Division,
which differ in certain respects from accounting principles generally accepted in the
United States of America applicable to local governmental units. The more significant
policies in New Jersey follow.

Revenue is recorded when received in cash except for certain amounts which may be
due from the State of New Jersey and for the prepayment of future years' revenue.
Grant revenue is realized in the Operating Funds when it is budgeted and in the Capital
Funds when improvements are authorized. The amounts recorded as property taxes and
consumer accounts receivable have not been included in revenue. Amounts that are due
to the municipality, which are susceptible of accrual, are recorded as receivables with
offsetting reserves in the Current Fund.

Expenditures are charged to operations generally based on budgeted amounts.
Exceptions to this general rule include:

1. Accumulated unpaid vacation, sick pay and other employee benefit amounts are
not accrued.
2. Prepaid expenses, such as insurance premiums applicable to subsequent periods,

are not recorded and are charged to current budget appropriations in total.
3. Principal and interest on long-term debt are recognized when due.

Expenditures, if any, in excess of appropriations, appropriation reserves or ordinances
become deferred charges which must be raised by future taxes. Outstanding
encumbrances at December 31 are reported as a cash liability in the financial statements
and constitute part of the statutory appropriation reserve balance. Appropriation
reserves covering unexpended appropriation balances are automatically created at
December 31 of each year and recorded as liabilities, except for amounts which may be
cancelled by the governing body. Appropriation reserves are available, until lapsed at
the close of the succeeding year, to meet specific claims, commitments or contracts
incurred during the preceding fiscal year. Lapsed appropriation reserves are recorded as
income.



Note 1:

TOWN OF PHILLIPSBURG
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006
(Continued)

Summary of Significant Accounting Policies (Cont’d)

C.

Basis of Accounting (Cont’d)

Had the Town's financial statements been prepared under accounting principles
generally accepted in the United States of America, encumbrances would not be
considered as expenditures; appropriation reserves would not be recorded; revenue
susceptible to accrual would have been reflected without offsetting reserves; Federal
and State grants and assistance would be recognized when earned, not when received;
inventories would not be reflected as expenditures at the time of purchase; and fixed
assets purchased by the Ultility Capital Funds would be depreciated.

The cash basis of accounting is followed in the Trust and Capital Funds.

D.

Deferred Charges to Future Taxation — The Capital Fund balance sheet includes both
funded and unfunded deferred charges. Funded means that bonds have been issued and
are being paid off on a serial basis. Unfunded means the debt has been authorized but
not permanently financed. A municipality can eliminate an unfunded deferred charge by
raising it in the budget or collecting a grant. The unfunded deferred charge may also be
funded by selling bonds.

E. Other significant accounting policies include:

Management Estimates — The preparation of financial statements requires management
to make estimates and assumptions that affect the reported amounts of revenues and
expenditures/expenses during the reporting period. Actual results could differ from
those estimates.

Cash and Cash Equivalents — Amounts include petty cash, change funds, amounts on
deposit, and short-term investments with original maturities of three months or less.

Investments — Investments are stated at cost or amortized cost, which approximates
market. '

Allowance for Uncollectible Accounts — No allowance for uncollectible accounts has
been recorded as all amounts are considered collectible.

Compensated Absences — Expenditures relating to unused vested accumulated vacation

and sick pay are not recorded until paid. However, a partial reserve, the Reserve for
Accrued Sick and Vacation, has been established in the amount of $31,419.92 on the
Trust Fund balance sheet at December 31, 2006.

Foreclosed Property - Foreclosed property is recorded in the Current Fund at the
assessed valuation when such property was acquired and is fully reserved.

Interfunds - Interfund receivables in the Current Fund are recorded with offsetting
reserves which are created by charges to operations. Income is recognized in the year
the receivables are liquidated. Interfund receivables in the other funds are not offset by
reserves.



Note 1:

TOWN OF PHILLIPSBURG
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006
(Continued)

Summary of Significant Accounting Policies (Cont’d)

Grants Receivable - Grants receivable represent the total grant awards less amounts collected
to date. Because the amount of grant funds to be collected are dependent on the total costs
eligible for reimbursement, the actual amount collected may be less than the total amount
awarded.

Inventories of Supplies - 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.

General Fixed Assets Account Group — In accordance with Technical Accounting Directive
No. 85-2, Accounting for Governmental Fixed Assets, as promulgated by the Division of
Local Government Services, the Town has developed a fixed assets accounting and reporting
system based on the following:

General fixed assets are recorded at historical cost as estimated by the independent appraisal
company which conducted the inventory of the Town’s assets in 2003. Subsequent fixed
assets purchases are valued at historical cost. Infrastructure assets are not included in general
fixed assets, as per state directive. Major renewals and betterments are charged to the asset
accounts; maintenance and minor repairs and replacements, which do not improve or extend
the lives of the respective assets, are expensed currently. Donated fixed assets are valued at
their fair market value on the date donated. The total value recorded for general fixed assets is
offset by a "Reserve for General Fixed Assets." When properties are retired or otherwise
disposed of, the asset and the reserve are adjusted accordingly. Assets recorded in the General
Fixed Assets Account Group may also be recorded in the Current Fund, General Capital Fund
and Sewer Utility Funds. The values recorded in the General Fixed Asset Account Group and
the Current, General Capital and Sewer Utility Funds may not always agree due to differences
in valuation methods, timing of recognition of assets, and the recognition of infrastructures.
Capital assets are reviewed for impairment.

Property and equipment purchased by the Sewer Utility Fund are recorded in the capital
account at cost and are not adjusted for dispositions and abandonments. Contributions in aid
of construction are not capitalized. The balances in the Reserve for Amortization and
Deferred Reserve for Amortization accounts in the utility capital fund represent charges to
operations for the cost of acquisitions of property, equipment and improvements. The utility
does not record depreciation on fixed assets.

Budget/Budgetary Control — Annual appropriated budgets are usually prepared in the first
quarter for the Current operating and Sewer Utility Operating Funds. The budgets are
submitted to the governing body and the Division of Local Government Services. Budgets are
prepared using the cash basis of accounting. The legal level of budgetary control is
established at the line item accounts within each fund. Line item accounts are defined as the
lowest (most specific) level of detail as established pursuant to the flexible chart of accounts
referenced in N.J.S.A. 40A. All budget amendments/transfers must be approved by the Town
during the year.




TOWN OF PHILLIPSBURG
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006
(Continued)

Note 2: Long-Term Debt

Summary of Municipal Debt

The Local Bond Law governs the issuance of bond to finance general Town capital expenditures.
All bonds are retired in serial installments within the statutory period of usefulness. All bonds
issued by the Town are general obligation bonds. The Town’s full faith and credit and taxing
power has been pledged to the payment of the general obligation debt principal and interest.

December 31,

2006 2005 2004
Issued
General:
Bonds, Loans and Notes $ 10,359,666.87 $ 8,101,108.44 $ 7,900,065.60
Sewer Utility:

Loans 3,670,979.75 5,126,207.16 6,534,735.02
Net Debt Issued 14,030,646.62 13,227,315.60 14,434,800.62
Authorized but not Issued:

General:
Bonds and Notes ’ 5,000,525.50 1,223,296.50 919,676.50
Sewer Utility:

Bonds and Notes 2,709,773.85 2,709,773.85 4,373,965.00
Total Authorized but not Issued 7,710,299.35 3,933,070.35 5,293,641.50
Less:

Redeveloping and Housing per

N.J.S.A. 40A:12A-67d 4,700,000.00

Reserve to Pay Debt Service:

General 194,717.30

Sewer Utility 2,694,146.19 2,694,146.19
Net Bonds, Notes and Loans Issued

and Authorized but not Issued $ 14,346,799.78 $14,271,522.46 $19,728.442.12

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 1.24%.



TOWN OF PHILLIPSBURG
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006
(Continued)

Note2: Long-Term Debt (Cont’d)

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 1.24%.

Gross Debt Deductions Net Debt
Local School District Debt $ 3,540,000.00 $ 3,540,000.00
Sewer Utility Debt 6,380,753.60 6,380,753.60
General Debt 15,360,192.37 4,700,000.00 $10,660,192.37

$25,280,945.97 $ 14,620,753.60 $10,660,192.37

Net Debt of $10,660,192.37 divided by Equalized Valuation Basis Per N.J.S. 40A:2-2 as Amended,
$857,926,726 = 1.24%.

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

3-1/2% Average Equalized Valuation of Real Property $ 30,027,435.41
Net Debt 10,660,192.37
Remaining Borrowing Power $ 19,367,243.04
Calculation of "Self-Liguidating Purpose", Sewer Utility Per
N.LS. 40A:2-45
Cash Receipts from Fees, Rents or Other Charges for Year $ 4,742,272.00
Deductions:

Operating and Maintenance Costs $2,372,270.00

Debt Service 1,600,863.37

3,973,133.37

Excess in Revenue $ 769,138.63

Note: If there is a deficit in revenue, sewer utility debt is not deductible to the extent of 20 times
of said deficit or total debt service, whichever is smaller (40A:2-48).

The foregoing debt information is in agreement with the Annual Debt Statement filed by the Chief
Financial Officer.



TOWN OF PHILLIPSBURG

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2006

Note 2: Long-Term Debt (Cont’d)

(Continued)

Summary of Municipal Debt Issued and Qutstanding — Current Year

Serial Bonds:
General Capital Fund

Loans Payable:
General Capital Fund:
Green Trust Loans
Wastewater Treatment Loans
Sewer Utility Capital Fund:
Wastewater Treatment Loans

Bond Anticipation Notes:
General Capital Fund

Total

Summary of Municipal Debt Issued and Outstanding — Prior Year

Serial Bonds:
General Capital Fund

Loans Payable:
General Capital Fund:
Green Trust Loans
Wastewater Treatment Loans
Sewer Utility Capital Fund:
Wastewater Treatment Loans

Bond Anticipation Notes:
General Capital Fund

Total

Balance Balance
12/31/05 Additions Retirements 12/31/06
$ 4,793,000 $ 445,000 $ 4,348,000
250,000 5,273 244,727
713,909 111,389 602,520
5,126,207 1,455,227 3,670,980
2,344,200 $ 5,164,420 2,344,200 5,164,420
$ 13,227316 $ 5,164,420 $ 4361,089 $ 14,030,647
Balance Balance
12/31/04 Additions Retirements 12/31/05
$ 5,218,000 $ 425,000 $ 4,793,000
250,000 250,000
828,066 114,157 713,909
6,534,735 1,408,528 5,126,207
1,604,000 $ 2,344,200 1,604,000 2,344,200
$ 14,434,801 $ 2,344,200 $ 3,551,685 $ 13,227316




TOWN OF PHILLIPSBURG
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006
(Continued)

Note 2: Long-Term Debt (Cont’d)

Analysis of Debt Issued and Qutstanding at December 31, 2006

General Capital Serial Bonds Payable

Final Interest Balance
Description Maturity Rate Dec. 31, 2006
General Improvement Bonds
of 2001 8/15/2014 4.00%-5.00% $ 4,348,000.00

General Capital Green Acres Loan Payable

Final Interest Balance
Description Maturity Rate Dec. 31, 2006
Improvements to Delaware
Heights Park 7/11/2025 2.00% $ 244,727.10

General Capital Wastewater Treatment Loans Pavable (Trust Loans)

Final Balance
Description Maturig Dec. 31, 2006
Trust Loan 1 2010 $ 153,855.66
Trust Loan 2 2011 179,376.43
Trust Loan 3 2013 25,000.00
$ 358,232.09

General Capital Wastewater Treatment Loans Pavable (Fund Loans)

Final Balance
Description Maturig Dec. 31,2006
Fund Loan 1 2010 $ 104,896.74
Fund Loan 2 2011 126,440.27
Fund Loan 3 2013 12,950.67

$ 244,287.68




TOWN OF PHILLIPSBURG
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006
(Continued)

Note 2: Long-Term Debt (Cont’d)

Analysis of Debt Issued and Outstanding at December 31, 2006 (Cont’d)

Sewer Utility Capital Wastewater Treatment Loans Payable (Trust Loans)

Final Balance
Description Maturity Dec. 31, 2006
Trust Loan 1 2008 $ 1,426,113.26
Trust Loan 2 2010 624,697.07
Trust Loan 3 2011 202,404.38
Trust Loan 4 2012 79,525.90
Trust Loan 5 2013 70,000.00

$ 2,402,740.61

Sewer Utility Capital Wastewater Treatment Loans Payable (Fund Loans)

Final Balance
Description Maturity Dec. 31, 2006
Fund Loan 1 2008 $ 690,631.62
Fund Loan 2 2010 425,116.48
Fund Loan 3 2011 44,693.40
Fund Loan 4 2012 58,255.63
Fund Loan 5 2013 49,542.01

$ 1,268,239.14

General Capital Bond Anticipation Notes Pavable

Final Interest Balance
Description Maturity Rate Dec. 31, 2006

Various Capital Improvements 09/13/07 4.25% $ 613,000.00
Various Capital Improvements 09/13/07 4.25% 632,000.00
Acquisition of Equipment for the

Police Department 05/10/07 3.72% 10,000.00
Various Capital Improvements 05/10/07 3.72% 817,000.00
Various Capital Improvements 09/13/07 4.25% 1,222,820.00
Various Capital Improvements 09/13/07 4.25% 1,869,600.00

$ 5,164,420.00

Total Debt Issued and Outstanding $14,030,646.62
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Long-Term Debt (Cont’d)

General Capital New Jersey Green Acres Loan

The Town entered into a $250,000 loan agreement with the New Jersey Department of
Environmental Protection in 2001 for Improvements to Delaware Heights Park. The loan funds
were drawn down in 2005. Principal payments for this loan will commence on a semiannual basis
beginning on July 11, 2006 and will continue until July 11, 2025 at 2% interest.

Wastewater Treatment Loans

The Town of Phillipsburg entered into three loan agreements with the State of New Jersey, acting
by and through the NJ Department of Environmental Protection Fund (the "Fund"), and the NJ
Wastewater Treatment Trust (the "Trust") which are recorded in the General Capital Fund. Also,
the Town of Phillipsburg entered into five loan agreements with the State of New Jersey, acting by
and through the NJ Department of Environmental Protection Fund (the "Fund"), and the NJ
Wastewater Treatment Trust (the "Trust") which are recorded in the Sewer Utility Capital Fund.

The loan agreements were obtained to finance a portion of the cost of several wastewater treatment
system projects.

At December 31, 2005, the Town has borrowed or "drawn down" all Loan funds necessary to
complete the wastewater treatment systems projects partially funded with the Loan funds.
Principal payments to the Fund for the General Capital Fund loans will continue on a semiannual
basis until February 1, 2013 at zero interest. Principal payments to the Trust for the General
Capital Fund loans will continue on an annual basis until February 1, 2013. Principal payments to
the Fund for the Sewer Utility Capital Fund loans will continue on a semiannual basis until
February 1, 2013 at zero interest. Principal payments to the Trust for the Sewer Utility Capital
Fund loans will continue on an annual basis until February 1, 2013. It is expected that interest will
be paid from trust bond proceeds on deposit in the capitalized interest account (as defined in the
bond resolution), and earnings thereon on the debt service reserve fund (as defined in the bond
resolution) transferred to such capitalized interest account for two of the three General Capital
Fund loans and four of the five Sewer Utility Capital Fund loans. The Town will nonetheless be
responsible for all such interest payments to the extent such trust bond proceeds and interest
earnings are not available from the capitalized interest account. As the Town did not draw down
the entire loan proceeds on certain loans, the semi-annual Trust portion of the related loans’ debt
service was reduced by the proceeds not drawn down and the interest earnings on the Trust portion
of the loan proceeds. The Fund proceeds not drawn down by the Town have been used to reduce
the principal repayments at the end of the amortization period of the related loans.

Also, an annual administrative fee of fifteen one hundredths of one percent (.15%) of the initial
principal amount of the loan or such lesser amount, if any, as the Trust may approve from time to
time is payable on these loans.
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NOTES TO FINANCIAL STATEMENTS
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(Continued)

Note 2: Long-Term Debt (Cont’d)

Schedule of Annual Debt Service for Principal and Interest for the Next Five Years and Thereafter

for Bonds and Loans Issued and Qutstanding

General Sewer

Year Principal Interest Principal Interest Total
2007 $ 592,621.85 $ 225,889.26  $1,506,534.06 $ 167,579.19  § 2,492,624.36
2008 615,562.22 198,673.95 1,314,571.83 104,494.69 2,233,302.69
2009 653,474.24 169,879.18 350,402.57 16,831.76 1,190,587.75
2010 671,501.16 142,926.60 394,762.76 42,607.68 1,251,798.20
2011 640,078.15 115,696.63 70,016.60 26,636.08 852,427.46
2012-2016 1,894,547.17 178,175.33 34,691.93 4,019.83 2,111,434.26
2017-2021 67,986.36 9,742.63 77,728.99
2022-2025 59,475.72 2,707.49 62,183.21
$5,195246.87  $1,043,691.07  $3,670,979.75  § 362,169.23  $10,272,086.92

Note 3:

Note 4:

Note 5:

Fund Balances Appropriated

Fund balances at December 31, 2006, which are included in the Current and Sewer Utility
Operating Fund budgets for the year ending December 31, 2007, are as follows:

Current Fund
Sewer Utility Operating Fund

$1,365,000
1,031,485

Local School District Taxes

Regulations provide for the deferral of not more than 50% of the annual levy when school taxes
are raised for a school year and have not been requisitioned by the school district.

The Town of Phillipsburg has elected not to defer school taxes.
Pension Plans

Current Town employees are enrolled in one of two cost sharing multiple-employer public
employee retirement systems: the Public Employees' Retirement System (PERS) or the Police and
Firemen's Retirement System (PFRS) of New Jersey. The State of New Jersey sponsors and
administers these two plans which cover substantially all Town employees. As a general rule, all
full-time employees are eligible to join one of these two public employees' retirement systems.
Several retired Town police and firemen are enrolled in the Consolidated Police and Firemen's
Pension Fund (CPFPF) of New Jersey.

Employees who are members of PERS and retire at or after age 55 are entitled to a retirement
benefit based upon a formula which takes 1/55th of the average annual compensation for the
highest three fiscal years’ compensation for each year of membership during years of creditable

11
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(Continued)

Pension Plans (Cont’d)

The State of New Jersey, Department of the Treasury, Division of Pensions and Benefits, issues
publicly available financial reports that include the financial statements and required
supplementary information of each of the above systems, funds and trust. The financial reports
may be obtained by writing to the State of New Jersey, Department of Treasury, Division of
Pensions and Benefits, P.O. Box 295, Trenton, New Jersey 08625-0295.

The contribution policy is set by New Jersey State Statutes and, in most retirement systems,
contributions are required by active members and contributing employers. Plan member and
employer contributions may be amended by State of New Jersey legislation. Employee
contributions are based on percentages of 5.0% for PERS and 8.5% for PFRS of employees' annual
compensation, as defined. There are no active members in the CPFPF. Employers are required to
contribute at an actuarially determined rate in the three Funds. The actuarially determined
employer contribution includes funding for cost-of-living adjustments and noncontributory death
benefits.

Town contributions to the three pension systems noted above amounted to $305,642, $155,613,
and $64,761 for 2006, 2005 and 2004, respectively. For PFRS and PERS, the annual pension cost
differs from the annual required contribution due to the enactment of Chapter 114, P.L. 1997.

Effective July 1, 2003, Chapter 108, P.L. 2003 provides for a reduction or “phase-in” of the
required pension contribution to PERS for local employers for State fiscal years 2005-2008. The

local employer PERS normal and accrued liability contributions required for State fiscal years
2005-2008 are as follows:

20% for payments due in State fiscal year 2005

Not more than 40% for payments due in State fiscal year 2006
Not more than 60% for payments due in State fiscal year 2007
Not more than 8§0% for payments due in State fiscal year 2008

Effective July 1, 2003, Chapter 108, P.L. 2003 provides for a reduction or “phase-in” of the
required pension contribution to PFRS for local employers for State fiscal years 2004-2007. The

local employer PFRS normal and accrued liability contributions required for State fiscal years
2004-2007 are as follows:

20% for payments due in State fiscal year 2004

Not more than 40% for payments due in State fiscal year 2005
Not more than 60% for payments due in State fiscal year 2006
Not more than 80% for payments due in State fiscal year 2007

Accrued Sick and Vacation Benefits

The Town permits employees to accrue a limited amount of unused vacation and sick pay, which
may be taken as time off or paid at a later date at an agreed-upon rate. It is estimated that the
current cost of such unpaid compensation would approximate $932,500. This amount is not
reported either as an expenditure or a liability. However, it is expected that the cost of such unpaid



Note 6:

Note 7:

13
TOWN OF PHILLIPSBURG
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006
(Continued)

Accrued Sick and Vacation Benefits (Cont’d)

compensation would be included in the Town's budget operating expenditures in the year in which
it is used. This amount is partially reserved in the Reserve for Accrued Sick and Vacation of
$31,419.92 on the Trust Fund balance sheet at December 31, 2006.

Selected Tax Information

Property taxes are levied as of January 1 on property values assessed as of the previous calendar
year. The tax levy is divided into two billings. The first billing is an estimate of the current year's
levy based on the prior year's taxes. The second billing reflects adjustments to the current year's
actual levy. The final tax bill is usually mailed on or before June 14th along with the first half
estimated tax bills for the subsequent year. The first half estimated taxes are divided into two due
dates, February 1 and May 1. The final tax bills are also divided into two due dates, August 1 and
November 1. A ten-day grace period is usually granted before the taxes are considered delinquent
and the imposition of interest charges. A penalty may be assessed for any unpaid taxes in excess
of $10,000 at December 31 of the current year. Unpaid taxes of the prior year may be placed in
lien at a tax sale held after April 1 and through December 31.

Unpaid taxes of the current year may be placed in lien at a tax sale held after December 10.

Comparative Schedule of Tax Rate Information

2006 2005 2004
Tax Rate $ 3.45 $ 3.31 $ 3.14
Apportionment of Tax Rate
Municipal 1.41 1.36 1.26
County 90 .80 73
Local School 1.14 1.15 1.15

Assessed Valuations
2006
2005
2004

$ 558,166,838.00

$554,463,875.00

$552,264,724.00
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Selected Tax Information (Cont’d)

Comparison of Tax Levies and Collection Currently

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

Currently
Cash Percentage of
Year ’ Tax Levy Collections Collection
2006 $ 19,302,688.35 $ 18,673,328.65 96.74%
2005 18,454,602.36 17,834,972.15 96.64%
2004 17,384,677.26 16,730,174.34 96.23%

Also, increases in future tax levies can also be warranted if revenue sources outside of those
directly generated by the municipality, such as federal or state aid, should decline without
corresponding decreases in budgeted expenditures.

Cash and Cash Equivalents

Cash and cash equivalents include change funds, amounts on deposit, and short-term
investments with original maturities of three months or less.

Investments are stated at cost, which approximates market. The Town classifies certificates of
deposit which have original maturity dates of more than three months but less than twelve
months from the date of purchase, as investments.

GASB Statement No. 40, Governmental Accounting Standards Board Deposit and Investment
Risk Disclosures, requires disclosure of the level of custodial credit risk assumed by the Town
in its cash, cash equivalents and investments, if those items are uninsured or unregistered.
Custodial risk is the risk that in the event of bank failure, the government’s deposits may not be
returned.

Interest Rate Risk — In accordance with its cash management plan, the Town ensures that any
deposit or investments matures within the time period that approximates the prospective need
for the funds, deposited or invested, so that there is not a risk to the market value of such
deposits or investments.

Credit Risk — The Town limits its investments to those authorized in its cash management plan
which are permitted under state statutes as detailed on the following pages.

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
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Cash and Cash Equivalents (Cont’d)

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 5% of the average daily balance of public
funds; or

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

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.

Investments
New Jersey statutes permit the Town to purchase the following types of securities:

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

(2)  Government money market mutual funds;

(3)  Any obligation that a federal agency or a federal instrumentality has issued in
accordance with an act of Congress, which security has a maturity date not
greater than 397 days from the date of purchase, provided that such obligation
bears a fixed rate of interest not dependent on any index or other external factor;

(4) © 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;

(5) Bonds or other obligations, having a maturity date not more than 397 days from
the date of purchase, approved by the Division of Investment of the Department
of the Treasury for investment by local units;

(6)  Local government investment pools;

(7)  Deposits with the State of New Jersey Cash Management Fund; or

(8)  Agreements for the repurchase of fully collateralized securities if:

(a) the underlying securities are permitted investments pursuant to paragraphs
(1) and (3) above;
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Cash and Cash Equivalents (Cont’d)

(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 statute; and

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

As of December 31, 2006, cash and cash equivalents of the Town of Phillipsburg consisted of
the following:

16

Cash on Savings Checking Money Market
Fund Hand Accounts Accounts Accounts Totals

Current $ 1,050.00 $ 242,310.58 $ 48911.74 $ 3,635,494.78 $ 3,927,767.10
Animal Control 13,704.34 13,704.34
Other Trust 1,227,323.65 309,908.24 1,537,231.89
General Capital 133.84 2,679,711.65 2,679,845.49
Sewer Utility: :

Operating 500.00 242.310.58 2,364.04 2,138,756.11 2,383,930.73

Capital 801.01 1,614,483.16 1,615,284.17

$ 1,550.00 $484,621.16 $ 1,293,238.62 $10,378,353.94 $ 12,157,763.72

The Town did not hold any investments during the year ended December 31, 2006.The
carrying amount of the Town's cash and cash equivalents at year end was $12,157,763.72 and
the bank balance was $12,169,488.81. The $10,378,353.94 in the money market accounts is
uninsured and unregistered.

Risk Management

The Town 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
Town obtains their health benefit coverage through Horizon Blue Cross/Blue Shield of NJ.

The Town of Phillipsburg is currently a member of the Statewide Insurance Fund (the “Fund”).
The Fund provides its members with Auto, Liability, Property Insurance, Workers’
Compensation and Employee Liability Insurance. The Fund is a risk-sharing public entity risk
pool that is both an insured and self administered group of governmental entities established for
the purpose of providing low-cost insurance coverage for its members in order to keep local
property taxes at a minimum. Each member appoints an official to represent their respective

entity for the purpose of creating a governing body from which officers for the Fund are
elected.

As a member of this Fund, the Town could be subject to supplemental assessments in the event
of deficiencies. If the assets of the Fund were to be exhausted, members would become
responsible for their respective shares of the Fund’s liabilities.
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Risk Management (Cont’d)

The Fund can declare and distribute dividends to members upon approval of the State of New
Jersey Department of Banking and Insurance. These distributions are divided amongst the
members in the same ratio as their individual assessment relates to the total assessment of the
membership body. The members may either receive payment or offset their subsequent year
assessments with their respective share of the distribution.

Selected, summarized financial information for the Fund is as follows:

Statewide
Insurance
Fund
Dec. 31, 2005

Total Assets $ 23,326,641
Fund Equity/Retained Earnings $ 136,353
Total Revenue $ 22,276,834
Total Expenditures § 23,036,300
Net Loss $ 759,466
Fund Equity Distribution to Participating Members $ -0-

Financial statements for the Fund are available at the offices of the Fund’s Executive Director:

Statewide Insurance Fund
Statewide Insurance Fund
260 Columbia Turnpike
P.O. Box 678
Florham Park, NJ 07932-0678
(973) 549-1900

New Jersey Unemployment Compensation Insurance

The Town has elected to fund its New Jersey Unemployment Compensation Insurance under
the “Contributory Method”. Under this plan, the Town is required to remit employee
withholdings to the State on a quarterly basis. All of the Town’s claims are paid by the State.

Community Development Revolving Loan Program

In 1982, the Town of Phillipsburg received two Small Cities Community Development Block
Grants from the New Jersey Department of Community Affairs. These grant funds were
utilized to revitalize the downtown area of Phillipsburg and to create jobs for low-income
people in the community. The grant funds were provided to eligible participants through low-
interest loans. In 1984, the Town was granted approval from the New Jersey Department of
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Community Development Revolving Loan Program

Community Affairs to utilize loan repayments received for the provision of new loans for other
projects which would provide for the creation of jobs for low-income people in the
community. This program is included in the Other Trust Funds as the Community
Development Revolving Loan Program.

Contingencies

The Town is periodically involved in various other lawsuits arising in the normal course of
business, which often include claims for property damage, personal injury, and various contract
disputes. In the opinion of management, the ultimate outcome of these lawsuits will not have a
material adverse effect on the Town's financial position as of December 31, 2006.

Amounts received or receivable from grantors, principally the federal and state governments,
are subject to regulatory requirements and adjustments by the agencies. Any disallowed
claims, including amounts previously recognized by the Town as revenue would constitute a
liability of the applicable funds. The amount, if any, of expenditures which may be disallowed
by the grantors cannot be determined at this time, although Town officials expect such
amounts, if any, to be immaterial.

Interfund Receivables and Payables

The following interfund balances remained on the various balance sheets at December 31,
2006:

Interfund ‘Interfund
Fund Receivable Payable
Current $ 520,141.14
Federal and State Grant 308,807.89
Animal Control 2,593.84
Other Trust 3,509.78
General Capital 205,229.63
Sewer Utility Operating 6,483.30
Sewer Utility Capital 6,483.30

$ 526,624.44 § 526,624.44

The interfund receivable in the Current Fund is due primarily to the $308,807.89 interfund with
the Federal and State Grant Fund. This interfund is the net of Federal and State Grant Fund
expenditures paid by the Current Fund and Federal and State Grant Fund receipts collected by
the Current Fund. The interfund receivable in the Sewer Utility Operating Fund is interest
earned in the Sewer Utility Capital Fund in December 2006. The Other Trust Fund interfund
payable due to the Current Fund reflects December 2006 interest earnings. The General Capital
Fund interfund payable due to the Current Fund is comprised of December 2006 interest
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Interfund Receivables and Payables (Cont’d)
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earnings of $10,512.33 and the Reserve for Payment of Debt Service of $194,717.30 which was
recognized as revenue in the Current Fund in 2006. The interfund payable in the Animal
Control Fund due to the Current Fund is primarily comprised of a $2,609.64 statutory excess in
the Reserve for Animal Control Fund Expenditures due to the Current Fund offset by license
fees due to the Animal Control Fund.

Economic Dependency

The Town receives a substantial amount of its support from federal and state governments. A
significant reduction in the level of support, if this were to occur, may have an effect on the

Town’s programs and activities.

Fixed Assets

The following is a summarization of general fixed assets for the years ended December 31,

2005 and 2006:

Land
Buildings
Machinery and Equipment

Land
Buildings
Machinery and Equipment

Balance Balance
December 31, December 31,
2004 Additions Deletions 2005
$ 12,211,700 $ 12,211,700

13,854,400 13,854,400
6,650,071 $ 649,942 $ 49,417 7,250,596
$ 32,716,171 $ 649,942 $ 49,417 $ 33,316,696
Balance Balance
December 31, December 31,
2005 Additions Deletions 2006
$ 12,211,700 $ 12,211,700
13,854,400 13,854,400
7,250,596 $ 284,672 $ 90,790 7,444,478
$ 33,316,696 $ 284,672 $ 90,790 $ 33,510,578
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Note 15: Accounts Payable

Payables at December 31, 2006 and 2005 are as follows:

December 31,

2006 2005
Current Fund:
Salaries and Wages $ 34,031.75 $ 88,062.61
Vendors 38,016.40

$ 34,031.75 $ 126,079.01
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COUNTY OF WARREN
2006
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TOWN OF PHILLIPSBURG
CURRENT FUND
SCHEDULE OF CASH - TREASURER
Ref.
Balance December 31, 2005 A $ 3,930,392.13
Increased by Réceipts:

Tax Collector $ 19,398,000.00
Clerk 92,366.35
Revenue Accounts Receivable 3,736,182.65
Due to State of N.J. - Veterans'
and Senior Citizens' Deductions 236,470.55
Nonbudget Revenue 231,711.31
2006 Appropriation Refunds 129,671.21
Interest on Investments and Deposits 226,840.01
Due to Federal and State Grant Fund:

Federal and State Grants Receivable 1,878,126.61

Unappropriated Grant Reserves 25,061.52
Due from Animal Control Fund:

Settlement of Prior Year Interfund 4,759.15
Due from Other Trust Funds:

Settlement of Prior Year Interfund 69.28
Due from General Capital Fund:

Settlement of Prior Year Interfund 1,978.31
Due from Payroll Accounts:

Settlement of Prior Year Interfund 14.22
Due from Claims Account:

Settlement of Prior Year Interfund 40.84
Reserve for:

Sale of Municipal Assets 422,940.00

Garden State Trust 1,675.22

Library 722,980.02

27,108,887.25

31,039,279.38
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TOWN OF PHILLIPSBURG
CURRENT FUND
SCHEDULE OF CASH - TREASURER
(Continued)
Ref.
Decreased by Disbursements:
2006 Appropriation Expenditures $ 12,224,862.09
2005 Appropriation Reserves 571,687.31
Due from Federal and State Grant Fund:

Appropriated Grant Reserves 1,930,296.65
Local School District Taxes 6,342,616.00
County Taxes 5,027,695.30
Accounts Payable 54,908.36
Refund of Tax Overpayments 42,615.72

. Refund of Prior Year Taxes 1,563.00
Refund of Tax Sale Premiums 157,400.00
Refund of Other Licenses 20.00
Reserve for 2005 Federal Emergency Management

Agency Flooding Reimbursement 1,806.84
Reserve for Library 789,042.00

$ 27,144,513.27

Balance December 31, 2006 A $ 3,894,766.11
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TOWN OF PHILLIPSBURG
CURRENT FUND
SCHEDULE OF CASH - COLLECTOR

Ref.
Balance December 31, 2005 A $ 55,858.91
Increased by Receipts:
Taxes Receivable $18,939,585.82
2007 Prepaid Taxes 141,288.01
Interest and Costs on Taxes 136,362.41
Tax Sale Premiums 97,900.00
Redemption of Outside Liens 679.00
Interest on Deposits 322.11
Miscellaneous Revenue Not Anticipated:
Municipal Charges Receivable 10,679.51
Tax Overpayments 42,922.40
19,369,739.26
19,425,598.17
Decreased by:
Payments to Treasurer 19,398,000.00
Refund of Outside Liens 1,250.36

19,399,250.36

Balance December 31, 2006 ' A $ 26,347.81
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TOWN OF PHILLIPSBURG
CURRENT FUND
SCHEDULE OF CASH - CLERK

Ref.
Balance December 31, 2005 A $ 5,539.38
Increased by Receipts:
Due to State of NJ - Marriage License Fees $ 2,575.00
Due to State of NJ - Dog License Fees 1,372.80
Due to Animal Control Fund:
Dog License Fees 6.00
Dog License Late Fees 11.00
Due to State of NJ - Dog License Fees 1.20
Alcoholic Beverages Licenses 36,010.00
Other Licenses 11,627.00
Fees and Permits 44,542.15
Interest on Deposits 10.20
96,155.35
101,694.73
Decreased by:
Payments to Treasurer - Current Fund 92,366.35
Payment to Animal Control Fund - Interfund Advanced 6.00
Payments to State of NJ - Department of Health - Dog License Fees 1,369.20
Payments to State of NJ - Marriage License Fees 2,350.00
96,091.55

Balance December 31, 2006 A $ 5,603.18




TOWN OF PHILLIPSBURG
FEDERAL AND STATE GRANT FUND

SCHEDULE OF CASH
YEAR ENDED DECEMBER 31, 2006

NOT APPLICABLE



A-7

$€£'889°C0t'61 $

PRl saxe ], [euonippy
rediorunpy] Joj xe] [ed07

saxe]

PONIWQ pue POPPY 10j Kjunoy an

L6'6TESE6L

08°T05°S¥

L1'LT8°688°L sasoding
8€POLVEOS

TOIPL LT

TEI819TS

POTSLTOVY §

00'¥S9°TEE’9  $

$€'889°T0C61 $

soxe], aordg uad( fiuno)

soxe] Aiuno)
:saxe ], Aunoyy

soxe], UISI(] [00UDS [e00]

:AA9T XBL

£V TE6'SH (bas 10 1°€9-F:1G) saxel pappv
T6'SSL'9ST'61% xe] asoding [eousn
‘PIOIA XeL
AATT Xe] A9dord 900¢ JO SISA[euy
A% v REN
67°S58°S09  $ 09PLY8 §  VI'86SYY § 19'86L°6€T $ 78°685°6£6°81 $  ISTIEEVOT  § S8'9L0YTS  SE889TOL61S LL'SLSTI9 $
9L 1L9°€8S O1°SE1°'8 $8°TSS°LE L9'0SS°8€T LY 9P 0£E81 ISTEEFOT  § $€'889°T0€°61$ 9007
£6°€81°CC 0S°6€€ 0£°S¥0°L (90'2$L7) SE6E1°609 $8°9L0%T LL'SLSTI9
S8 ELS VI 0S6E€  $  ogsko’L §  (90TSLD) $ ¥6'€09°C8S 10'978°G1 TS'V86°68S $00T
19°611°€ ST6TL61 LO'TE0 Y 6L°L18°81 $002
00'058°C 9L'IEV9 LL6IZY § 66'190°S £00T
LO0Y9‘1 $ ovvLE $ LYY10T  $ 7002
9002 ‘1€ "0°d sual] paj[eoue) suononpa(g 9002 $00T soxe], Aa97 9007 $00T ‘1€ "2 oK
Aduefeyq ML Xey, .wﬁ@NEU wco_ﬁxu:onu ﬁo—u—ua\ duejeq
0] pal1d) uo_cuw —ucm
-Suel], SUBIIA
[N JO 21818

LV

AATTXVL A1ddd0Odd 40 SISATVNY ANV JTaVAIHDHEYE SIXVL 40 ' TNAIHDS
ANNA INJHAND
DINLSdITIIHd 40 NAOL



TOWN OF PHILLIPSBURG
CURRENT FUND
SCHEDULE OF TAX TITLE LIENS RECEIVABLE

Ref.
Balance December 31, 2005 A $ 86,680.64
Increased by:
Transfer from Taxes Receivable $ 8,474.60
Interest and Costs on Tax Sale 101.47
8,576.07
95,256.71
Decreased by:
Cancelled 35,955.42

Balance December 31, 2006 A $ 59,301.29
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GENERAL GOVERNMENT:
General Administration:
Salaries and Wages
Other Expenses
Human Resources:
Other Expenses
Mayor and Council:
Salaries and Wages
Other Expenses
Municipal Clerk:
Salaries and Wages
Other Expenses
Financial Administration:
Salaries and Wages
Other Expenses
Revenue Administration:
Salaries and Wages
Other Expenses
Tax Assessment Administration:
Salaries and Wages
Other Expenses
Legal Services:
Other Expenses
Engineering Services:
Other Expenses
LAND USE ADMINISTRATION:
Planning Board:
Other Expenses
Zoning Board:
Other Expenses
PUBLIC SAFETY FUNCTIONS:
Police Department:
Salaries and Wages
Other Expenses
Police Dispatch/911:
Salaries and Wages
Other Expenses

A-11

10of3
TOWN OF PHILLIPSBURG
CURRENT FUND
SCHEDULE OF 2005 APPROPRIATION RESERVES
YEAR ENDED DECEMBER 31, 2006
Balance
Balance After Paid or Balance
Dec. 31, 2005 Modification Charged Lapsed
$ 603.63 $ 603.63 $ 158.63 445.00
26,742.87 26,742.87 2,003.14 24,739.73
3,734.76 3,734.76 415.00 3,319.76
941.76 941.76 307.42 634.34
5,095.49 5,095.49 50.00 5,045.49
482.36 2,482.36 2,248.70 233.66
3,583.18 3,583.18 2,044.16 1,539.02
3,759.74 3,759.74 107.63 3,652.11
9,612.82 7,612.82 541.19 7,071.63
3,944.19 3,944.19 2,506.84 1,437.35
4,538.25 4,538.25 257.51 4,280.74
3,710.48 3,710.48 3,71048
3,256.66 3,256.66 1,771.25 1,485.41
34,680.88 44,680.88 29,493.06 15,187.82
16,935.24 31,935.24 17,245.26 14,689.98
2,545.00 45.00 45.00
2,550.00 50.00 50.00
265,614.36 265,614.36 187,978.87 77,635.49
17,545.71 17,545.71 6,146.62 11,399.09
3,042.58 3,042.58 1,666.96 1,375.62
7,183.17 7,183.17 4290 7,140.27
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TOWN OF PHILLIPSBURG
CURRENT FUND
SCHEDULE OF 2005 APPROPRIATION RESERVES
YEAR ENDED DECEMBER 31, 2006
(Continued)
Balance
Balance After Paid or Balance
Dec. 31, 2005 Modification Charged Lapsed
PUBLIC SAFETY FUNCTIONS:
Emergency Management Services:
Salaries and Wages $ 0.24 $ 0.24 $ 0.24
Other Expenses 891.76 891.76 $ 691.76 200.00
Fire Department:
Other Expenses 12,998.01 12,998.01 8,549.46 4,448.55
Supplemental Fire Services Program 8,817.00 8,817.00 8,718.58 98.42
PUBLIC WORKS FUNCTIONS:
Streets and Roads Maintenance:
Salaries and Wages 6,348.47 6,348.47 4,739.40 1,609.07
Other Expenses 53,155.40 53,155.40 29,852.47 23,302.93
Other Public Works Functions:
Salaries and Wages 476.81 576.81 531.10 45.71
Other Expenses 7,321.83 7,221.83 339.44 6,882.39
Public Works Director - OSHA 4,798.60 4,798.60 60.80 4,737.80
Solid Waste Collection:
Salaries and Wages 40,365.35 15,365.35 3,886.83 11,478.52
Other Expenses 6,006.50 6,006.50 2,171.10 3,835.40
Buildings and Grounds:
Salaries and Wages 17,340.57 17,340.57 3,083.80 14,256.77
Other Expenses 16,903.37 16,903.37 3,668.00 13,235.37
Vehicle Maintenance:
Salaries and Wages 3,449.95 3,449.95 1,345.56 2,104.39
Other Expenses 29,238.36 29,238.36 17,605.33 11,633.03
HEALTH AND HUMAN SERVICES FUNCTIONS:
Animal Control Services:
Salaries and Wages 0.04 0.04 0.04
Other Expenses 11,637.39 9,137.39 439.00 8,698.39
Contributions to Social Services:
Other Expenses 35,798.58 35,798.58 30,779.00 5,019.58
PARKS AND RECREATION FUNCTIONS:
Recreation Services and Programs:
Salaries and Wages 4,437.07 4,437.07 1,818.13 2,618.94
Other Expenses 6,504.56 6,504.56 733.96 5,770.60
UTILITY EXPENSES AND BULK PURCHASES:
Electricity 9,145.42 30,145.42 9,625.50 20,519.92

Street Lighting 17,237.23 17,237.23 13,708.89 3,528.34
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TOWN OF PHILLIPSBURG
CURRENT FUND
SCHEDULE OF 2005 APPROPRIATION RESERVES
YEAR ENDED DECEMBER 31. 2006
(Continued)
Balance
Balance After Paid or Balance
Dec. 31, 2005 Modification Charged Lapsed
UTILITY EXPENSES AND BULK PURCHASES:
Telephone:
Salaries and Wages $ 2,437.25 $ 2,437.25 $ 2,437.25
Other Expenses 14,514.21 14,514.21 $ 6,376.46 8,137.75
Water 23,454.22 24,454.22 24,350.51 103.71
Gas (Natural or Propane) 10,629.57 10,629.57 10,029.72 599.85
Gasoline 16,780.00 16,780.00 12,771.40 4,008.60
SOLID WASTE DISPOSAL COSTS:
Waste Disposal:
Other Expenses 42,857.28 32,857.28 ©20,981.97 11,875.31
Municipal Court:
Salaries and Wages 9,376.31 4,376.31 796.86 3,579.45
Other Expenses 14,076.03 7,076.03 6,629.10 446.93
Public Defender (P.L. 1998 Chapter 256):
Salaries and Wages 0.04 0.04 0.04
UNIFORM CONSTRUCTION CODE:
Code Enforcement:
Salaries and Wages 1,750.37 1,750.37 1,498.47 251.90
Other Expenses 22,670.35 22,670.35 9,036.81 13,633.54
STATUTORY EXPENDITURES:
Social Security System (O.A.S.I) ' 1,472.10 3,972.10 3,972.10
Consolidated Police and Fireman's Pension Fund 0.86 0.86 0.86
Maintenance of Free Public Library 3,484.22 3,484.22 2,526.22 958.00
Police and Firemen's Retirement System of New
Jersey 0.78 0.78 0.78
Public Employees Retirement System 0.80 0.80 0.80
INSURANCE: '
Liablility Insurance : 837.00 5,837.00 2,433.00 3,404.00
Employees Group Insurance 105,806.63 105,806.63 71,008.52 34,798.11
Unemployment Insurance 1,942.92 1,942.92 1,942.92

$ 985,066.58 § 985,066.58 $ 571,687.31 $ 413,379.27

Ref.
Analysis of Balance on December 31, 2005:
Unencumbered A $ 851,802.44
Encumbered A 133,264.14

$ 985,066.58



SCHEDULE OF LOCAL SCHOOL DISTRICT TAXES PAYABLE

TOWN OF PHILLIPSBURG

CURRENT FUND

Balance December 31, 2005

Increased by:
2006 School Tax Levy

Decreased by:
Payments to Local School District

Balance December 31, 2006

Ref.

$

A-12

128,256.00

6,332,654.00

6,460,910.00

6,342,616.00

$

118,294.00
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TOWN OF PHILLIPSBURG
COUNTY OF WARREN
2006
TRUST FUNDS
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TOWN OF PHILLIPSBURG
ASSESSMENT TRUST FUND
ANALYSIS OF ASSESSMENT TRUST FUND CASH
YEAR ENDED DECEMBER 31, 2006

NOT APPLICABLE



TOWN OF PHILLIPSBURG
ANIMAL CONTROL FUND
SCHEDULE OF RESERVE FOR ANIMAL CONTROL FUND EXPENDITURES

B-6

Ref.
Balance December 31, 2005 B $ 11,217.30
Increased by:
Cash Received:
Dog License Fees $ 4,363.00
Cat License Fees 1,034.00
Cat/Dog License Late Fees 518.40
Replacement Tags 3.00
Interest Earned 27.11
Due from Current Fund:
Dog License Fees 6.00
Dog License Late Fees 11.00
5,962.51
17,179.81
Decreased by:
Expenditures Under R.S.4:19-15.11 3,460.87
Statutory Excess due Current Fund 2,609.64
6,070.51
Balance December 31, 2006 B $ 11,109.30
License Fees Collected
Year Amount
2004 $ 5,491.80
2005 5,617.50

Maximum Allowable Reserve $ 11,109.30
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TOWN OF PHILLIPSBURG
GENERAL CAPITAL FUND
SCHEDULE OF CASH

Ref.
Balance December 31, 2005 C

Increased by:
Capital Improvement Fund:
2006 Budget Appropriation
Capital Fund Balance:
Premium on Bond Anticipation Notes
Bond Anticipation Notes Issued
Due to Current Fund:
Interest Earned

Decreased by:
Due to Current Fund:
Settlement of Prior Year Interfund
Bond Anticipation Notes Issued
Improvement Authorization Expenditures

Balance December 31, 2006 C

§ 114,193.00

22,728.08
5,164,420.00

10,512.33

1,978.31
2,072,000.00
1,244,612.98

C-2

$ 686,583.37

5,311,853.41

5,998,436.78

3,318,591.29

$ 2,679,845.49
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TOWN OF PHILLIPSBURG
GENERAL CAPITAL FUND
SCHEDULE OF CAPITAL IMPROVEMENT FUND

Ref.

Balance December 31, 2005 C ' $ 25,621.84
Increased by:

2006 Budget Appropriation 114,193.00

139,814.84

Decreased by:

Appropriated to Finance Improvement

Authorizations 114,193.00

Balance December 31, 2006 C $ 25,621.84
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C-9
TOWN OF PHILLIPSBURG
GENERAL CAPITAL FUND
SCHEDULE OF NJ WASTEWATER TREATMENT LOANS PAYABLE

Ref. Trust Loan Fund Loan
Balance December 31, 2005 C $  419,049.49 $ 294,858.95
Decreased by:
Loans Paid by Current Fund . 60,817.40 50,571.27

Balance December 31, 2006 C $  358,232.09 $  244,287.68




TOWN OF PHILLIPSBURG
GENERAL CAPITAL FUND

SCHEDULE OF GREEN ACRES LOAN PAYABLE

Ord.
No. Improvement Description
01-16 Improvements to Delaware Heights Park

SCHEDULE OF PRINCIPAL AND INTEREST PAYMENTS OUTSTANDING DECEMBER 31, 2006

Ref.

C-9a

Payment Due
Number Date
2 1/11/07
3 7/11/07
4 1/11/08
5 7/11/08
6 1/11/09
7 7/11/09
8 1/11/10
9 7/11/10
10 1/11/11
11 7/11/11
12 1/11/12
13 7/11/12
14 1/11/13
15 7/11/13
16 1/11/14
17 7/11/14
18 1/11/15
19 7/11/15
20 1/11/16
21 7/11/16
22 1/11/17
23 71117
24 1/11/18
25 7/11/18
26 1/11/19
27 7/11/19
28 1/11/20
29 7/11/20
30 1/11/21
31 711721
32 1/11/22
33 711722
34 1/11/23
35 7/11/23
36 1/11/24
37 7/11/24
38 1/11/25
39 7/11/25

Balance Balance
Dec. 31, 2005 Matured Dec. 31, 2006
$ 250,000.00 $ 527290 $ 244727.10
C C
Balance
Interest Principal of Loan
$ 244,727.10
$ 2,447.27 $ 532563 239,401.47
2,394.01 5,378.88 234,022.59
2,340.23 5,432.67 228,589.92
2,285.90 5,487.00 223,102.92
2,231.03 5,541.87 217,561.05
2,175.61 5,597.29 211,963.76
2,119.64 5,653.26 206,310.50
2,063.10 5,709.80 200,600.70
2,006.01 5,766.89 194,833.81
1,948.34 5,824.56 189,009.25
1,890.09 5,882.80 183,126.45
1,831.26 5,941.64 177,184.81
1,771.85 6,001.05 171,183.76
1,711.84 6,061.06 165,122.70
1,651.23 6,121.67 159,001.03
1,590.01 6,182.89 152,818.14
1,528.18 6,244.72 146,573.42
1,465.73 6,307.16 140,266.26
1,402.66 6,370.24 133,896.02
1,338.96 6,433.94 127,462.08
1,274.62 6,498.28 120,963.80
1,209.64 6,563.26 114,400.54
1,144.01 6,628.89 107,771.65
1,077.72 6,695.18 101,076.47
1,010.76 6,762.14 94,314.33
943.14 6,829.75 87,484.58
874.85 6,898.05 80,586.53
805.87 6,967.04 73,619.49
736.19 7,036.70 66,582.79
665.83 7,107.07 59,475.72
594.76 7,178.14 52,297.58
522,98 7,249.93 45,047.65
450.48 7,322.42 37,725.23
377.25 7,395.65 30,329.58
303.30 7,469.60 22,859.98
228.60 7,544.30 15,315.68
153.16 7,619.74 7,695.94
76.96 7,695.94 -0-
$ 50,643.07 $ 244,727.10
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TOWN OF PHILLIPSBURG
COUNTY OF WARREN
2006
WATER UTILITY FUND

NOT APPLICABLE



TOWN OF PHILLIPSBURG
COUNTY OF WARREN
2006
SEWER UTILITY FUND
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TOWN OF PHILLIPSBURG

SEWER UTILITY OPERATING FUND

SCHEDULE OF CASH - SEWER COLLECTOR

Balance December 31, 2005

Increased by:
Consumer Accounts Receivable
Interest on Sewer Rents
Interest on Investments

Decreased by:
Disbursed to Sewer Treasurer

Balance December 31, 2006

Ref.

$

1,586,966.51
15,760.90
51.14

$ 6,768.84

1,602,778.55

1,609,547.39

1,607,502.83

$ 2,044.56




TOWN OF PHILLIPSBURG
SEWER UTILITY OPERATING FUND
SCHEDULE OF CONSUMER ACCOUNTS RECEIVABLE

Ref.

Balance December 31, 2005 E $ 153,776.86

Increased by:
Sewer Rents Levied 1,582,216.36

1,735,993.22

Decreased by:
Collections:
Transfer to Sewer Liens Receivable $ 210.00
Sewer Collector - Cash Received 1,586,966.51
1,587,176.51
Balance December 31, 2006 E $ 148.816.71
E-8
SEWER UTILITY OPERATING FUND
SCHEDULE OF SEWER LIENS RECEIVABLE
Ref.
Balance December 31, 2005 E $ 1,801.07
Increased by: v
Transfer from Consumer Accounts Receivable 210.00

Balance December 31, 2006 E $ 2,011.07




TOWN OF PHIL LIPSBURG
SEWER UTILITY CAPITAL FUND
SCHEDULE OF FIXED CAPITAL

E-9

Balance Balance
- Dec. 31, 2005 Dec. 31, 2006
Sewer Treatment Plant $ 26,285,386.85 $26,285,386.85
Various Capital Improvements 113,359.91 113,359.91
General Equipment 426,102.19 426,102.19
$ 26,824,848.95 $26,824,848.95
Ref. E E
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E-13
TOWN OF PHILLIPSBURG
SEWER UTILITY CAPITAL FUND
SCHEDULE OF CAPITAL IMPROVEMENT FUND

Ref.
Balance December 31, 2005 E $ 253,171.46
Increased by:
2006 Budget Appropriation 300,000.00
553,171.46
Decreased by:
Appropriated to Finance Improvement Authorizations 300,000.00
Balance December 31, 2006 E $ 253,171.46
E-14
SEWER UTILITY CAPITAL FUND
SCHEDULE OF RESERVE FOR AMORTIZATION
Ref.
Balance December 31, 2005 E $ 18,988,867.94
Increased by:
NJ Wastewater Treatment Loans Paid by
Operating Budget 1,455,227.41

Balance December 31, 2006 E $ 20,444,095.35
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TOWN OF PHILLIPSBURG
SEWER UTILITY CAPITAL FUND
SCHEDULE OF NJ WASTEWATER TREATMENT LOANS PAYABLE

Ref. Trust Loan + Fund Loan
Balance December 31, 2005 E $ 3,242,412.09 $ 1,883,795.07
Decreased by:
Loans Paid by Operating Budget » 839,671.48 615,555.93

Balance December 31, 2006 E $ 2,402,740.61 $ 1,268,239.14




TOWN OF PHILLIPSBURG
SEWER UTILITY CAPITAL FUND
SCHEDULE OF SERIAL BONDS PAYABLE
YEAR ENDED DECEMBER 31, 2006

NOT APPLICABLE
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TOWN OF PHILLIPSBURG
SEWER UTILITY CAPITAL FUND
SCHEDULE OF BONDS AND NOTES AUTHORIZED BUT NOT ISSUED

Ord. © Ord. Balance Balance
No. Date Improvement Description Dec. 31, 2005 Dec. 31, 2006
90-10 06/05/90 Reconstruction and Rehabilitation of the
Wastewater Disposal Facility $ 2,709,773 .85 $ 2,709,773 .85

$ 2,709,773.85 $ 2,709,773.85




TOWN OF PHILLIPSBURG

PART II — SINGLE AUDIT

YEAR ENDED DECEMBER 31, 2006
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TOWN OF PHILLIPSBURG
NOTES TO SCHEDULES OF EXPENDITURES OF FEDERAL AND STATE AWARDS
YEAR ENDED DECEMBER 31, 2006

GENERAL

The accompanying Schedules of Expenditures of Federal and State Awards present the activity of all
federal and state award programs of the Town of Phillipsburg. The Town of Phillipsburg is defined
in Note 1 to the Town’s financial statements. All federal and state financial awards received directly
from federal and state agencies, as well as federal and state financial awards passed through other
government agencies are included on the schedules of expenditures of federal and state awards.

BASIS OF ACCOUNTING

The accompanying Schedules of Expenditures of Federal and State Awards are presented using the
cash basis of accounting. The information in these schedules is presented in accordance with the
requirements of federal OMB Circular A-133, Audits of States, Local Governments and Nonprofit
Organizations.

RELATIONSHIP TO FEDERAL AND STATE FINANCIAL REPORTS

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

THRESHOLD FOR FEDERAL AND STATE AWARDS

The threshold for distinguishing state Type A and B programs was $300,000. The Town qualified as
a “low-risk” auditee under the provisions of section 530 of the Circular.

COMMUNITY DEVELOPMENT REVOLVING LOAN PROGRAM

In 1982, the Town of Phillipsburg received two Small Cities Community Development Block Grants
from the New Jersey Department of Community Affairs. These grant funds were utilized to
revitalize the downtown area of Phillipsburg and to create jobs for low-income people in the
community. The grant funds were provided to eligible participants through low-interest loans. In
1984, the Town was granted approval from the New Jersey Department of Community Affairs to
utilize loan repayments received for the provision of new loans for other projects which would
provide for the creation of jobs for low-income people in the community. This program is included
in the Other Trust Funds as the Community Development Revolving Loan Program.

NJ WASTEWATER TREATMENT LOANS PAYABLE

At December 31, 2006, the Town has $358,232.09 and $244,287.68 of NJ Wastewater Treatment
Trust and Fund Loans Payable outstanding which are recorded in the General Capital Fund. The
Town also has $2,402,740.61 and $1,268,239.14 of NJ Wastewater Treatment Trust and Fund Loans
Payable outstanding which are recorded in the Sewer Utility Capital Fund.

Currently, the Town is in the process of repaying the loan balances. There were no loan receipts or
expenditures in the current year. The projects which relate to the loans are complete.



TOWN OF PHILLIPSBURG
NOTES TO SCHEDULES OF EXPENDITURES QF FEDERAL AND STATE AWARDS
YEAR ENDED DECEMBER 31, 2006
(Continued)

GREEN ACRES LOANS PAYABLE

At December 31, 2006, the Town has a $244,727.10 Green Acres Loan Payable outstanding which is
recorded in the General Capital Fund.

Currently, the Town is in the process of repaying this loan balance. There were no loan receipts or
expenditures in the current year. The project which relates to the loan is complete.
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Independent Auditors' Report on Internal Control Over Financial Reporting.
and on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards

The Honorable Mayor and Members
of the Town Council

Town of Phillipsburg

Phillipsburg, New Jersey

We have audited the financial statements of the Town of Phillipsburg, in the County of Warren (the "Town")
as of, and for the years ended, December 31, 2006 and 2005 and have issued our report thereon dated June
28, 2007, which indicated that the financial statements have been prepared on an other comprehensive basis
of accounting. We conducted our audits in accordance with auditing standards generally accepted in the
United States of America, audit requirements prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey, and the standards applicable to financial audits
contained in Government Auditing Standards issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Town’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 providing an opinion on the effectiveness of the Town’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Town’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the Town’s ability to initiate, authorize, record, process, or report financial data reliably
in accordance with accounting principles prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey (the “Division™) such that there is more than a
remote likelihood that a misstatement of the Town’s financial statements that is more than inconsequential
will not be detected by the Town’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the Town’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that might
be 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. '
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The Honorable Mayor and Members
of the Town Council

Town of Phillipsburg

Page 2

Compliance and Other Matters

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

This report is intended solely for the information and use of the Mayor, the Members of the Town Council,
Management of the Town, and to meet the requirements for filing with the Division of Local Government
Services, 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.

Randolph, New Jersey NISIVOCCIA & COMPANY LLP

June 28, 2007 .
Mo A Weidluo,

Heidi A. Wohlleb
Registered Municipal Accountant No. 48]
Certified Public Accountant
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Independent Auditors' Report on Compliance with Requirements Applicable to Each
Major Program and on Internal Control Over Compliance in Accordance with OMB Circular
A-133 and New Jersey’s OMB Circular NJOMB 04-04

The Honorable Mayor and Members
of the Town Council

Town of Phillipsburg

Phillipsburg, New Jersey

Compliance

We have audited the compliance of the Town of Phillipsburg in the County of Warren (the "Town") with the
types of compliance requirements described in the U.S. Office of Management and Budget (the “OMB”)
Circular A-133 Compliance Supplement and the New Jersey State Aid/Grant Compliance Supplement that
are applicable to each of its major federal and state programs for the year ended December 31, 2006. The
Town's major federal and state programs are identified in the summary of auditors' results section of the
accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts, and grants applicable to each of its major federal and state programs is the
responsibility of the Town's management. Our responsibility is to express an opinion on the Town’s
compliance based on our audit.

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

In our opinion, the Town complied, in all material respects, with the requirements referred to above that are
applicable to each of its major federal and state programs for the year ended December 31, 2006.

11 Lawrence Road
Newton, NJ 07860
Phone: 973-383-6699
Fax: 973-383-6555
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The Honorable Mayor and Members
of the Town Council
Town of Phillipsburg
Page 2

Internal Control Over Compliance

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

A control deficiency in a Town’s internal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal or state
program on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the Town’s ability to administer a federal or state program such that
there is more than a remote likelihood that noncompliance with a type of compliance requirement of a
federal or state program that is more than inconsequential will not be prevented or detected by the Town’s
internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal or state program will not be prevented or detected by the Town’s internal control.

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

This report is intended solely for the information and use of the Mayor, the Members of the Town Council,
Management of the Town, and to meet the requirements for filing with the Division of Local Government
Services, 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.

Randolph, New Jersey NISIVOCCIA & COMPANY LLP

June 28, 2007 i
it A Woidles,

Heidi A. Wohlleb
Registered Municipal Accountant No. 481
Certified Public Accountant
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TOWN OF PHILLIPSBURG
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31. 2006

Summary of Auditors’ Results:

- An unqualified report was issued on the Town's financial statements for 2006 prepared on an other
comprehensive basis of accounting.

- The audit did not disclose any material weaknesses in the internal controls of the Town.

- The audit did not disclose any material weaknesses in the internal controls of the Town's major federal
and state programs.

- An unqualified report was issued on the Town's compliance for major federal and state programs.

- The audit did not disclose any audit findings which are required to be reported under Federal OMB
Circular A-133 and New Jersey’s OMB Circular NJOMB 04-04, Single Audit Policy for Recipients of
Federal Grants, State Grants, and State Aid.

- The Town's major federal and state programs for the year ended December 31, 2006 consisted of the
following awards:

Federal CFDA #/State Account # Expenditures
Lower Income Housing
Assistance Program -
Section 8 Moderate
Rehabilitation CFDA #14.856 $1,671,801.40

State
Urban Enterprise Zone Grants 763-020-2830-037-5825 $573,391.32

- The threshold for distinguishing Type A and B programs was $300,000.
- The Town qualified as a “low-risk” auditee under the provisions of section 530 of the Circular.

Findings Relating to the Financial Statements which are required to be Reported in Accordance with
Generally Accepted Government Auditing Standards:

- The audit did not disclose any findings required to be reported under Generally Accepted Government
Auditing Standards.

Findings and Questioned Costs for Federal Awards:

- The audit did not disclose any findings or questioned costs for federal awards as defined in Federal
OMB Circular A-133.

Findings and Questioned Costs for State Awards:

- The audit did not disclose any findings or questioned costs for state awards as defined in New Jersey’s
OMB Circular NJOMB 04-04.



TOWN OF PHILLIPSBURG
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

FOR THE YEAR ENDED DECEMBER 31, 2006

There were no prior year findings.

13
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TOWN OF PHILLIPSBURG
COMMENTS AND RECOMMENDATIONS

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

N.J.S.A. 40A:11-3 states:

a. " When the cost or price of any contract awarded by the contracting agent in the aggregate does not
exceed in a contract year the total sum of $17,500, the contract may be awarded by a purchasing agent when
so authorized by ordinance or resolution, as appropriate to the contracting unit, of the governing body of the
contracting unit without public advertising for bids, except that the governing body of any contracting unit
may adopt an ordinance or resolution to set a lower threshold for the receipt of public bids or the solicitation
of competitive quotations. If the purchasing agent is qualified pursuant to Subsection b. of Section 9 of P.L.
1971, C.198 (N.J.S.A. 40A:11-9), the governing body of the contracting unit may establish that the bid
threshold may be up to $25,000. Such authorization may be granted for each contract or by a general
delegation of the power to negotiate and award such contracts pursuant to this section.

b. Any contract made pursuant to this section may be awarded for a period of 24 consecutive months, except
that contracts for professional services pursuant to subparagraph (i) of paragraph (a) of subsection (1) of
section 5 of P.L. 1971, C.198 (N.J.S.A. 40A:11-5) may be awarded for a period not exceeding 12
consecutive months. The Division of Local Government Services shall adopt and promulgate rules and
regulations concerning the methods of accounting for all contracts that do not coincide with the contracting
unit’s fiscal year.

c. The Governor, in consultation with the Department of the Treasury, shall, no later than March 1 of every
fifth year beginning in the fifth year after the year in which P.L. 1999, C.440 takes effect, adjust the
threshold amount and the higher threshold amount which the governing body is permitted to establish, as set
forth in subsection a. of this section, or the threshold amount resulting from any adjustment under this
subsection, in direct proportion to the rise or fall of the index rate as that term is defined in section 2 of P.L.
1971, C.198 (N.J.S.A. 40A:11-2), and shall round the adjustment to the nearest $1,000. The Governor shall,
no later than June 1 of every fifth year, notify each governing body of the adjustment. The adjustment shall
become effective on July 1 of the year in which it is made.”

N.J.S.A. 40A: 11-4 states: “Every contract awarded by the contracting agent for the provision or
performance of any goods or services, the cost of which in the aggregate exceeds the bid threshold, shall be
awarded only by resolution of the governing body of the contracting unit to the lowest responsible bidder
after public advertising for bids and bidding therefore, except as is provided otherwise in this act or
specifically by any other law. The governing body of a contracting unit may, by resolution approved by a
majority of the governing body and subject to subsections b. and c. of this section, disqualify a bidder who
would otherwise be determined to be the lowest responsible bidder, if the governing body finds that it has
had prior negative experience with the bidder.”

Effective July 1, 2005, the bid threshold in accordance with N.J.S.A. 40A:11-3 and 40A:11-4 (as amended)
is $21,000, and with a qualified purchasing agent the threshold may be up to $29,000.

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

The minutes indicated that bids were requested by public advertising per N.J.S.A. 40A:11-4. The minutes
also indicated that resolutions were adopted and advertised authorizing the awarding of contracts or
agreements for "Professional Services".
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TOWN OF PHILLIPSBURG
COMMENTS AND RECOMMENDATIONS
(Continued)

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

Inasmuch as the system of records did not provide for an accumulation of payments for categories for the
performance of any work or the furnishing or hiring of any materials or supplies, the results of such an
accumulation could not reasonably be ascertained. Disbursements were reviewed, however, to determine
whether any clear-cut violations existed. No exceptions were noted.

Collection of Interest on Delinquent Taxes and Sewer Rents

The statute 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.

On January 25, 1994, the governing body adopted the following ordinance authorizing interest to be charged
on delinquent taxes:

“WHEREAS, the Town of Phillipsburg wishes to set forth procedures for the collection of taxes;

NOW, THEREFORE, BE IT ORDAINED by the Town Council of the Town of Phillipsburg that the
procedures are set forth as follows:

DELINQUENT TAX PAYMENTS

The below-stated charges shall be assessed against delinquent accounts:
Interest - 8% per annum on first $1,500. 18% per annum on amounts in excess of $1,500.
Penalties - Additional 6% on amounts in excess of $10,000 as of December 31 current year.
Grace Period - A ten (10) day grace period shall be granted for the payment of current taxes.”

It appears from an examination of the Collector's records that interest was collected in accordance with the
foregoing ordinance.

On January 25, 1994, the governing body adopted the following ordinance authorizing interest to be charged
on delinquent sewer payments:

“WHEREAS, the Town of Phillipsburg wishes to set forth procedures for the collection of sewer
* payments;

NOW, THEREFORE, BE IT ORDAINED by the Town Council of the Town of Phillipsburg that the
procedures are set forth as follows:

DELINQUENT SEWER PAYMENTS

The below-stated charges shall be assessed against delinquent accounts:
Interest - 8% per annum on first $1,500. 18% per annum on amounts in excess of $1,500.

Penalties - Additional 6% on amounts in excess of $10,000 as of December 31 current year.
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TOWN OF PHILLIPSBURG
COMMENTS AND RECOMMENDATIONS
(Continued)

Collection of Interest on Delinquent Taxes and Sewer Rents (Cont’d)

DELINQUENT SEWER PAYMENTS

Grace Period - A ten (10) day grace period shall be granted for the payment of chrrent sewer
charges.”

It appears from an examination of the Collector’s records that interest was collected in accordance with the
foregoing ordinance.

Delinquent Taxes and Tax Title Liens/Sewer Liens

The last tax sale was held on November 30, 2006, and was complete with respect to all items eligible for
sale.

The following comparison is made of the number of sewer and tax title liens receivable on December 31, of
the last three years.

Year Number of Liens
2006 9
2005 10
2004 11

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

Verification 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
Payments of 2006 Taxes 20
- Payments of Sewer Utility Charges 10
Delinquent Taxes 20
Delinquent Sewer Utility Charges 10
Tax Title Liens 3
Sewer Liens 1

Vouchers

During our review of the cash disbursement records, it was noted that vouchers for library disbursements did
not always contain receipt of good signatures.

It is recommended that vouchers for library disbursements contain receipt of goods signatures.

Management’s Response:

In the future, all library vouchers will contain receipt of goods signatures.
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TOWN OF PHILLIPSBURG
COMMENTS AND RECOMMENDATIONS
(Continued)

Municipal Court

A summary of Municipal Court transactions for the year 2006 is as follows:

RECEIPTS AND DISBURSEMENTS FOR THE YEAR ENDED DECEMBER 31, 2006

Balance Balance
Dec. 31, 2005 Receipts Disbursements Dec. 31, 2006

State of New Jersey $ 14,756.25 $189,357.23 $ 193,480.28 $ 10,633.20
County 9,019.00 85,439.75 89,694.34 4,764.41
Municipality 21,067.25 243,805.44 251,106.99 13,765.70
Municipality - POAA 54.00 1,416.00 1,402.00 63.00
Conditional Discharge 200.00 1,544.00 1,550.00 194.00
Local Park Commission 532.00 6,044.00 6,462.00 114.00
Public Defender 100.00 100.00

Weights and Measures 8,400.00 5,600.00 12,700.00 1,300.00
Restitution 802.00 802.00

$ 54,128.50 $534,008.42 $ 557,297.61 $ 30,839.31

Federal and State Grant Receivables/Appropriated Grant Reserves

Although a number of federal and state grant receivables and appropriated grant reserve balances were
cancelled during 2006, there are still certain older federal and state grant receivable balances particularly
Urban Enterprise Zone grant receivable balances which have not been collected. A definite effort has been
made to submit reimbursement requests for the Urban Enterprise Fund grants in a more timely manner.
However, the uncollected Urban Enterprise Zone receivable balances at year end resulted in an interfund
receivable in the Current Fund of $308,807.89 which has an impact on Current Fund fund balance. Also,
there are a number of older appropriated grant reserve balances. A large number of these appropriated grant
reserve balances are for Urban Enterprise Zone grants.

It is recommended that the Town continue to pursue collection of the older federal and grant receivable
balances particularly the Urban Enterprise Zone receivable balances to lessen the impact on Current Fund
fund balance. Every effort should be made to ensure that reimbursement requests for the Urban Enterprise
Zone grants are submitted for reimbursement to the State in a timely manner. Also, the older appropriated
grant reserve balances especially the Urban Enterprise Zone balances should be reviewed for possible
cancellation.

Management’s Response

The Town is pursuing collection of these older grant receivable balances and reviewing the appropriated
grant reserve balances for possible cancellation. An emphasis will be placed on reviewing the Urban
Enterprise Zone grant receivable and appropriated grant reserve balances. The Urban Enterprise Zone Office
will make an extra effort to ensure that reimbursement requests to the State are submitted in as timely a
manner as possible in the future.
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Single Audit

During our review of the Urban Enterprise Zone grants, it was noted that the unexpended balances for certain
grants per the Town’s accounting records were not reconciled with the unexpended balances reported on the
quarterly Urban Enterprise Zone financial reports and supporting records.

It is recommended that the unexpended Urban Enterprise Zone grant balances per the Town’s accounting
records be reconciled with the Urban Enterprise Zone quarterly financial reports and supporting records on at

least a quarterly basis.

Management’s Response

The Urban Enterprise Zone will ensure that their quarterly financial reports and supporting records are
reconciled with the Town’s accounting records on at least a quarterly basis.

Outside Offices
During our audit of the various outside offices we noted the following;:

1.) The Police Department did not maintain a proper cash book for 2006. The cash receipts sheets
maintained were not totaled on a monthly basis and in a number of instances did not include the date
of receipt.

2.) Certain Public Works receipts were not posted to that department’s cash receipt spreadsheets.

It is recommended that:

1.) A cash receipts book be maintained for the Police Department which includes the date of receipt for
all collections and is totaled on a monthly basis.

2.) Every effort be made to ensure that all collections are included in the Public Works cash receipts
spreadsheets. ’

Management’s Response

The Police Department will maintain a cashbook that contains the date of receipt for all collections and is
totaled on a monthly basis. Every effort will be made to ensure that all collections are included in the Public
Works cash receipts spreadsheets,

Capital Fund

There is one General Capital Fund ordinance and one Sewer Utility Capital Fund ordinance which are over
five years old and which have deficit cash balances at December 31, 2006. This situation arises when
expenditures are made from an ordinance without the respective debt being issued. As the amount of the
cash deficit in the General Capital Fund ordinance is minor and the Town has funded most of the Sewer
Utility Capital Fund cash deficit in the 2007 Sewer Utility Operating Fund budget, no formal
recommendation is judged to be warranted.
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Interfunds

All of the prior year interfunds were liquidated in 2006. However, there are a number of interfund receivable
balances as of December 31, 2006 including large interfund receivable due to the Current Fund from the
Federal and State Grant Fund and the General Capital Fund. These interfund receivables place restrictions
on the cash flow of the various balance sheets as well as Current Fund fund balance.

A continuing effort should be made to limit interfund activity in 2007.

Management's Response

The Town had submitted reimbursements to the state for certain grants receivable prior to year end but has
experienced delays in collection of those receivables due to requests for additional information from the
State. Every effort will be made to limit the number of interfund transactions in 2007.

Corrective Action Plan

The Town has initiated a corrective action plan to resolve comments and recommendations from the 2005
audit report. Recommendation 2 was resolved during 2006. Corrective action is in the process of being
implemented for recommendations 1, 3 and 4.
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It is recommended that:

1.

2.

Vouchers for library disbursements contain receipt of goods signatures.

The Town continue to pursue collection of the older federal and state grant receivable balances
particularly the Urban Enterprise Zone receivable balances to lessen the impact on Current Fund
balance. Every effort should be made to ensure that reimbursement requests for the Urban
Enterprise Zone grants are submitted for reimbursement to the State in a timely manner. Also,
the older appropriation reserve balances especially the Urban Enterprise Zone balances should be
reviewed for possible cancellation.

The unexpended Urban Enterprise Zone grant balances per the Town’s accounting records be
reconciled with the Urban Enterprise Zone quarterly financial reports and supporting records on
at least a quarterly basis.

Qutside Offices:

a. A cash receipts book be maintained for the Police Department which includes the date of
receipt for all collections and is totaled on a monthly basis.

b. Every effort be made to ensure that all collections are included in the Public Works cash
receipts spreadsheets.

A continuing effort should be made to limit interfund activity in 2007.
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