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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Members
of the Board of Commissioners

Borough of Interlaken

County of Monmouth

Interlaken, New Jersey 07712

Report on the Financial Statements

We have audited the accompanying consolidated financial statements - regulatory basis of the
various funds and account groups of the Borough of Interlaken (the “Borough™), which comprise the
consolidated balance sheets as of December 31, 2013 and 2012, and the related consolidated statements of
operations and changes in fund balance — regulatory basis for the years then ended, and the related
consolidated statement of revenues - regulatory basis and consolidated statement of expenditures -
regulatory basis of the various funds for the year ended.

Management’s Responsibility for the Financial Statements

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

Auditors Responsibility

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



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

As discussed more fully in Note 1, the Borough prepares its basic consolidated financial
statements on a regulatory basis of accounting prescribed by the Division, as required by state statue, that
demonstrates compliance with a modified accrual basis of accounting, and the budget laws of New Jersey,
which is a comprehensive basis of accounting other than accounting principles generally accepted in the
United States of America. The effects on the financial statements of the variances between these
regulatory accounting practices and accounting principles generally accepted in the United States of
America, although not reasonably determinable, are presumed to be material,

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

Opinion

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the
financial statements referred to above do not present fairly, in conformity with accounting principles
generally accepted in the United States of America, the financial position of the Borough as of December
31, 2013 and 2012, the changes in financial position, or where applicable, its cash flows for the years then
ended. Further, the Borough has not presented a management’s discussion and analysis that accounting
principles generally accepted in the United States of America has determined is necessary to supplement,
although not required to be part of, the basic consolidated financial statements.

However, in our opinion, the consolidated financial statements referred to above present fairly, in
all material respects, the financial position ~ regulatory basis of the various funds and account groups of
the Borough, as of December 31, 2013 and 2012, and the results of operations and changes in fund
balance - regulatory basis of such funds for the years then ended and the consolidated statements of
revenues — regulatory basis and consolidated statement of expenditures — regulatory basis of the various
funds for the year ended December 31, 2013 on the basis of accounting described in Note 1.

Report on Other Legal and Regulatory Requirements

In accordance with Government Auditing Standards, we have also issued a report dated April 29,
2014 on our consideration of the Borough’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our
audit.



Our audit was conducted for the purpose of forming opinion on the consolidated financial
statements of the Borough taken as a whole. The accompanying supplementary schedules and the
comments and recommendations section are presented for purposes of additional analysis and are not a
required part of the financial statements, but is required by the Division. Such information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the financial statements or to the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the information is fairly stated, in all material respects, in relation to the
financial statements taken as a whole, on the basis of accounting described in Note 1.

Robert (1. Fubsart and Company

Robert A. Hulsart

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

April 29, 2014



BOROUGH OF INTERLAKEN - COUNTY OF MONMOUTH

BALANCE SHEET - CURRENT FUND

REGULATORY BASIS
DECEMBER 31
Ref.
Assets
Cash A-4
Petty Cash
Receivables with Full Reserves:
Delinquent Taxes A-5
Property Acquired for Taxes at Assessed Valuation A-7
Interfund-General Capital C
Revenue Accounts Receivable A-9
Deferred Charges:
Deficit From Operations A-1
Emergency-40A-4-46 A-3
Emergency-40A:4-53 A-15
Total Current Fund
State and Federal Grants
Interfund Current Contra
Grants Receivable A-16

Total State and Federal Grants

Total Assets

2013

$ 1,025,588.48
357.30

Exhibit A
Sheet 1 of 2

2012

1,025,945.78

494,650.46
357.30

14,782.78
11,700.00

495,007.76

26,482.78

12,654.60
11,700.00
165,000.00
3,404.61

116,320.00

192,759.21

1,168,748.56

22,615.35
22,000.00
164,480.00

35,243.83
10,000.00

896,862.32

45,243.83

30,444.05
3,377.54

$ 1,213,992.39

33,821.59

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

930,683.91




BOROUGH OF INTERLAKEN - COUNTY OF MONMOUTH

BALANCE SHEET - CURRENT FUND

Liabilities, Reserves and Fund Balance
Liabilities:
Due State Veterans and Senior Citizens
Tax Overpayments
Various Reserves
Interfund Trust
Interfund Grants
Accounts Payable
Prepaid Taxes
Appropriation Reserves
Encumbrances
Due County for Added Tax
Local District School Taxes
Total Liabilities
Reserve for Receivables
Fund Balance
Total Current Fund

State and Federal Grant Fund
Appropriated Reserves
Unappropriated Reserves

Total State and Federal Grants

Total Liabilities, Reserves & Fund Balance

REGULATORY BASIS

DECEMBER 31

A-6
A-4
A-14
B
Contra
A-4
A-8
A-3
A-13
A-10
A-11

A-1

A-17
A-18

2013

Exhibit A
Sheet 2 of 2

2012

1,925.72

25,382.80

35,243.83
100.00
28,405.63
211,939.13
9,811.58
309.47
380,572.50

675.72
181.35
53,907.80

30,444.05

16,659.32
154,941.75
7,385.10
1,748.65
220,293.50

693,690.66
26,482.78
448,575.12

1,168,748.56

486,237.24
192,759.21
217,865.87

896,862.32

42,033.05
3,210.78

45,243.83

31,821.38
2,000.21

$ 1,213,992.39

33,821.59

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

930,683.91




BOROUGH OF INTERLAKEN - COUNTY OF MONMOUTH

STATEMENT OF OPERATIONS AND CHANGE

Revenue and Other Income Realized
Fund Balance
Miscellaneous Revenue Anticipated
Receipts from Delinquent Taxes
Receipts from Current Taxes
Non-Budget Revenue
Other Credits to Income:
Appropriation Reserves Lapsed
Current Year Appropriations Cancelled
Encumbrances Cancelled
Reserves Cancelled

Expenditures
Inside CAP:

Salaries and Wages

Other Expenses

Deferred Charges and Statutory Expenditures
Excluded from CAP:

Salaries and Wages

Other Expenses

Capital Improvement Fund

Debt Service

Deferred Charges
County Taxes
Local District School Taxes
Interfund Advance
Other-Adjustment

Deduct: Expenditures To Be Raised in Subsequent Budgets

Adjusted Expenditures
Excess Revenue(Deficit)
Transfer Deficit to The Balance Sheet

Fund Balance January |

Decreased by:
Utilized as Revenue

Fund Balance December 31

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

IN FUND BALANCE - CURRENT FUND

REGULATORY BASIS

DECEMBER 31

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

A-12
A-3
A-13
A-14

A-3
A-3
A-3

A-3
A-3
A-3
A-3
A-3
A-10
A-11

A-4

A-3,15

A-2

3,666,293.78

238,824.60

217.865.87

8,115.35

$ 448,575.12

Exhibit A-1
Year
2013 2012
$ 8,115.35 249,081.00
374,260.94 259,895.97
12,654.60 21,302.35
3,309,631.15 3.007,304.63
60,456.44 15,157.74
136,208.06 65,456.29
3,791.84 38.52
5.744.91
8,651.08
3,905,118.38 3,632,632.49
417,155.00 412,304.00
492,465.00 704,419.00
106,638.35 189,846.00
24.500.00
898,569.67 929,573.35
50,000.00 135,000.00
114,564.00 105,764.00
70,160.00 38,160.00
754,381.41 794,758.97
737,345.00 416,787.00
165,000.00
515.35 635.52
3,666,293.78 3,892,247 .84
237.000.00

3,655,247.84

(22,615.35)
22,615.35
466,946.87

249,081.00

217,865.87



BOROUGH OF INTERLAKEN - COUNTY OF MONMOUTH

CURRENT FUND
Exhibit A-2
STATEMENT OF REVENUES - DECEMBER 31, 2013 Sheet 1 of 2
REGULATORY BASIS
Excess or
Ref. Anticipated Realized (Deficit)
Surplus Anticipated A-1 $ 8,115.35 8,115.35
Miscellaneous Revenues
Fines and Costs:

Municipal Court A-9 48,415.86 42,391.32 (6,024.54)
Interest and Costs on Taxes A-9 4,826.00 5,168.88 342.88
Interest on Investments and Deposits A-9 4,555.72 3,486.07 (1,069.65)
Cablevision Franchise Fee A-9 9,191.00 8,523.00 (668.00)
Energy Receipts Tax (P.L. 1997 Ch. 162 & 167) A-9 107,023.00 107,023.00 -
Uniform Construction Code Fees A-9 24,820.00 24,686.00 (134.00)
Certificate of Occupancy A-9 2,238.85 860.00 (1,378.85)
General Capital 165,000.00 165,000.00 -
Reserve For Debris Removal 4,500.00 4,500.00
Recycling Tonnage A-17 1,406.62 1,406.62 -
Green Communities A-17 3,000.00 3,000.00 -
Clean Communities Program A-17 8,000.00 8,000.00
Alcohol Education & Rehabilitation A-17 216.05 216.05
Total Miscellaneous Revenues A-1 383,193.10 374,260.94 (8,932.16)
Receipts from Delinquent Taxes A-1 12,654.60 12,654.60 -
Amount to be Raised by Taxes in Support

of Municipal Budget A-2 1,829,971.95 1,877,787.72 47,815.77

2,233,935.00 2,272,818.61 38,883.61

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



BOROUGH OF INTERLAKEN - COUNTY OF MONMOUTH

Non-Budget Revenue

Total General Revenue

Analysis of Realized Revenues
Current Tax Collections

Collections

Add: "Reserve for Uncollected Taxes"

Less: Allocated to School and County Taxes

Balance For Support of Municipal Budget

Non-Budget Revenue
Administration Fees

DMV Fines

Health Insurance Dividends
Recycling

FEMA

Street Opening Permits
Verizon

Other

CURRENT FUND
Exhibit A-2
STATEMENT OF REVENUES - DECEMBER 31. 201 Sheet 2 of 2
REGULATORY BASIS
Excess or
Ref. Anticipated Realized (Deficit)
A-l 60.456.44 60.456.44
$2.233,935.00 2.333,275.05 99,340.05
A-1 $  3.309.631.15
A3 59,882.98
3.369.514.13
A-S 1,491.726.41
A2 $  1.877.787.72
$ 275.00
2.101.38
10,295.90
1,401.95
34,611.46
1,100.00
5.380.24
529051
A4 $  60,456.44

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

Assets

Dog License Fund
Cash

Other Trust Funds
Cash

Total Assets

Liabilities and Reserves
Dog License Fund
Reserve for Expenditures
Total Dog License Fund

Other Trust Funds

Reserve for Unemployment Account
Due Capital- Assessments

Reserve for Developers Deposits
Reserve for Park Restoration
Reserve for Recreation

Reserve for Public Defender
Various Reserves

Total Other Trust Funds

Total Liabilities and Reserves

BALANCE SHEET - TRUST FUND

REGULATORY BASIS

DECEMBER 31

Ref.

B-1

B-4

B-5
B-6
B-8
B-9

16
Exhibit B

2013 2012

6,046.30 5,263.90
6,046.30 5,263.90
123,337.33 107,037.51
123,337.33 107,037.51
129,383.63 112,301.41
6,046.30 5,263.90
6,046.30 5,263.90
58,990.87 49,019.37
17,554.00 17,554.00
11,532.53 8,063.53
3,249.23 3,249.23
16,255.97 14,273.65
2,438.20 1,613.20
13,316.53 13,264.53
123,337.33 107,037.51

129,383.63 112,301.41

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



BOROUGH OF INTERLAKEN - COUNTY OF MONMOUTH

Exhibit C
BALANCE SHEET - GENERAL CAPITAL FUND
REGULATORY BASIS
DECEMBER 31
Ref. 2013 2012

Assets
Cash C-2 3 89,535.17 153,421.33
Receivables:

Due From Assessment Fund B 17,554.00 17,554.00

Grants Receivable C-3 82,321.46 82,321.46
Deferred Charges to Future Taxation:

Unfunded C-4 1,209,670.19 852,269.19
Total Assets $ 1,399,080.82 1,105,565.98

Liabilities, Reserves and Fund Balance
Bond Anticipation Notes C-7 $  608,427.00 395,701.00
Capital Improvement Fund C-6 3,940.00 29,815.00
Interfund Current C-3 165,000.00
Reserve For Garage Repairs C-2 4,219.50
Improvement Authorizations:

Funded C-5 80,539.20 4,853.20

Unfunded C-5 701,918.09 510,159.75
Fund Balance C-1 37.03 37.03
Total Liabilities, Reserves and Fund Balance $ 1,399,080.82 1,105,565.98

There were Bonds and Notes Authorized but Not Issued of $638,743.19 as of December 31, 2013
and $494,068.19 at December 31, 2012 (Exhibit C-9).

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



BOROUGH OF INTERLAKEN - COUNTY OF MONMOUTH

GENERAL CAPITAL FUND

STATEMENT OF FUND BALANCE

REGULATORY BASIS

Ref.
Balance December 31, 2012 and 2013 C

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

$

Exhibit C-1

37.03

18.



BOROUGH OF INTERLAKEN - COUNTY OF MONMOUTH

FIXED ASSETS ACCOUNT GROUP

BALANCE SHEET - REGULATORY BASIS

DECEMBER 31
2013

Assets

Land $  483,500.00

Building and Site Improvements 417,527.00

Machinery and Equipment 623,013.61
Total General Fixed Assets $ 1,524,040.61
Liabilities
Reserve for Fixed Assets $ 1,524,040.61

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

19.

Exhibit F

2012

483,500.00
417,527.00
621,777.64

1,522 804 .64

1,522,804.64




BOROUGH OF INTERLAKEN

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2013

NOTE 1: Summary of Significant Accounting Policies

A. Reporting Entity

Except as noted below, the financial statements of the Borough of Interlaken, County of
Monmouth, include every board, body, officer or commission supported and maintained wholly or in part
by funds appropriated by the Borough of Interlaken as required by N.J.S. 40A:5-5. The financial
statements of the Borough do not include the operations of the Board of Education, First Aid organization
or volunteer fire company, which are subject to separate audits.

The Governmental Accounting Standards Board (“GASB™) Statement 14 established criteria to
be used to determine which component units should be included in the financial statements of the
oversight entity. The criteria differ from the Division of Local Government Services, Department of
Community Affairs, State of New Jersey (the “Division”) requirements where certain boards,
commissions, and agencies of the Borough, by statute or other directive, report separately on their
financial statements. The Borough had no component units during 2013.

B. Description of Funds

The accounting policies of the Borough of Interlaken conform to the accounting principles
applicable to municipalities, which have been prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey. Such principles and practices are designed
primarily for determining compliance with legal provisions and budgetary restrictions and as a means of
reporting on the stewardship of public officials with respect to public funds. Under this method of
accounting, the Borough of Interlaken 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 Fund - receipts, custodianship and disbursement of funds in accordance with the purpose
for which each reserve was created.

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

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

General Fixed Assets — account for the fixed assets of the Borough.

Grant Funds - record Federal and State grants.

20.



NOTE 1: Summary of Significant Accounting Policies (Continued)

C. Basis of Accounting

The accounting principles and practices prescribed for municipalities by the State of New Jersey
differ in certain respects from generally accepted accounting principles applicable to local government
units. The more significant differences are as follows:

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

Revenues — are recorded when received in cash except for certain amounts, which are due from
other governmental units. Receipts from Federal and State grants are realized as revenue when
anticipated in the Borough’s budget. Receivables for property taxes are recorded with offsetting reserves
on the balance sheet of the Borough’s Current Fund; accordingly, such amounts are not recorded as
revenue until collected. Other amounts that are due the borough, which are susceptible to accrual are also
recorded as receivables with offsetting reserves and recorded as revenue when received.

Expenditures ~ are recorded on the “budgetary” basis of accounting. Generally expenditures are
recorded when an amount is encumbered for goods or services through the issuance of a purchase order in
conjunction with the Encumbrance Accounting System. Outstanding encumbrances at December 31 are
reported as a cash liability in the financial statements and constitute part of the Borough’s 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. Appropriations for principal payments
on outstanding general capital and utility bonds and notes are provided on the cash basis; interest on
general capital indebtedness is on the cash basis, whereas interest on utility indebtedness is on the accrual
basis.

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.

Inventories of Supplies — The costs of inventories of supplies for all funds are recorded as
expenditures at the time individual items are purchased. The costs of inventories are not included on the
various balance sheets.

General Fixed Assets - In accordance with Technical Accounting Directive No. 85-2,
Accounting for Governmental Fixed Assets, as promulgated by the Division of Local Government
Services, which differs in certain respects from generally accepted accounting principles, the Borough has
developed a fixed assets accounting and reporting system based on an inspection and appraisal prepared
by an independent appraisal firm.

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

All fixed assets are valued at historical cost or estimated historical cost if actual historical cost is
not available except for land, which is valued at estimated market value.

21.



NOTE 1: Summary of Significant Accounting Policies (Continued)

C. Basis of Accounting (Continued)

General Fixed Assets (Continued) - No depreciation has been provided for in the financial
statements.

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

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

D. Financial Statements

The GASB Codification requires the financial statements of a governmental unit to be presented
in accordance with GAAP. The Borough presents its financial statements in accordance with another
comprehensive basis of accounting as promulgated by the Division, which differs from the financial
statements required by GAAP. In addition, the Division requires the financial statements to be
referenced to the supplementary schedules. This practice differs from GAAP.

E. Budgets and Budgetary Accounting

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

NOTE 2: Cash and Cash Equivalents

A. Deposits

New Jersey statutes permit the deposit of public funds in institutions located in New J ersey which
are insured by the Federal Deposit Insurance Corporation (FDIC), or by any other agencies of the United
States that insure deposits or the State of New Jersey Cash Management Fund.

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

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

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

All collateral must be deposited with the Federal Reserve Bank, the Federal Home Loan Bank
Board or a banking institution that is a member of the Federal Reserve System and has capital funds of
not less than $25,000.00.

The carrying amount of the Borough’s deposits at year-end was $1,280,927.17. Of this amount
$500,000.00 was covered by Federal depository insurance, the remaining $780.927.17 was covered by a
collateral pool maintained by the banks required by New Jersey statutes.
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