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BUDGET PREPARATION

The Mayor and Council directed the Finance Committee and the Administrator/Chief
Financial Officer to prepare the current year’s budget. Each department and or board
heads were involved in the planning and preparation of their respective budgets.

The budget is traditionally introduced in February or March. The introduction of the
budget is dependent upon the State of New Jersey announcing the level of state aid that
will be received. The state announced these amounts in mid February. As a result, the
budget will be introduced and adopted within the normal budget calendar. The Finance
Committee spent a significant amount of time reviewing and analyzing various aspects of
the budget to come to a realistic budget that meets the needs of the residents. In April,
after a formal public hearing, the budget for 2012 will be adopted. A temporary budget is
adopted at the beginning of the year, which provides for the orderly continuation of
Borough operations until the budget is officially approved.

The budget process is not a seasonal process, but a continuous process that is discussed
by members of the Finance Committee throughout the year. There is a significant
amount of planning that leads up to the final development of the budget. Part of this
planning involves debt affordability analysis as well as debt structuring. Another step in
the process is the preparation of the financial trend and projection analysis which looks
five years historically and then five years ahead. This enables the Finance Committee
members to better plan for future years and to correct negative trends that may have an
impact on the municipality’s future.

REVENUES

The current year revenues, that are budgeted, are based upon conservative estimates.
New Jersey budget law allows a municipality to budget an amount that is equal to but not
greater than what has been realized in the prior year for a revenue category. The
Borough of Wharton takes a conservative approach to revenue budgeting to ensure that
the Borough does not become dependent upon a revenue source that will not be available
in future budget years.

The interest rate environment continues to remain low limiting our ability to offset taxes
with interest income. Economists expect the rates to remain stable for the foreseeable
future, which means that we will not be able to count on interest earnings in the near
future. The favorable increases in interest rates throughout prior years have been a
significant contributor to the stabilization of our Fund Balance position.

Revenue that is attributable to State Aid in the current year budget was left unchanged by
the State of New Jersey. The State’s previous actions have resulted in a loss of aid in the
amount of $216,382 in 2008, $17,718 in 2009, and $141,314 in 2010. This is a total loss
of $375,414 which has been covered through a combination of budget cuts and increase
in taxes. As was stated for the last several years, the State continues to shift what was
their burden of support back to the taxpayers of our community. The lack of State Aid
shifts a disproportionate burden of the budget to our taxpayers. In an effort to head off
this burden we actively pursue other sources of revenue and look to regionalize services.

RESERVE FOR UNCOLLECTED TAXES

This account acts as an allowance for doubtful accounts when taxpayers of the Borough
do not pay their taxes on time. The Borough is required by statute to pay out County and
School tax dollars to those entities prior to satisfying our own obligations. As a result,
when taxpayers are delinquent, this can potentially cause the Borough cash flow
difficulties. The State of New Jersey requires every municipality to create and fund this
reserve for uncollected taxes account in an amount sufficient to guarantee that the
municipality will be able to meet its own obligations. The increase in the reserve account
takes into consideration the increase in county and school tax requirements as well as the
requirements of the Borough.



MANDATED APPROPRIATIONS AND THE BUDGET CAP

It should be noted that the greatest portion of the 2012 budget is mandated by state
statutes and federal requirements. Furthermore, the State of New Jersey initially in 1976,
placed a statutory limit on the growth of local budgets, commonly referred to as “The
CAP Law”. “The CAP Law” was substantially changed in August of 1990, by the state
legislature and signed by the governor. The CAP Law was again substantially changed
again in the summer of 2004. Many of the areas of municipal government which are not
controlled by the Mayor and Council must be satisfied within the “CAP” limit. The CAP
limit for 2012 is 2.5%. The Borough has passed an ordinance which allows it to exceed
the 2.5% by an additional 1.0%. The Borough decided that this was in the best interest of
the residents so as not to jeopardize programs that would have otherwise been forced to
be cut.

The State of New Jersey again created a new CAP Law for 2008. This new CAP is on
the amount to be raised by taxation. The intent of the CAP is to limit tax increases to no
greater than 4.0%. However, the State also put in exceptions for its own actions that may
negatively impact municipal budgets. One such exception is for State Aid reductions.
Not surprisingly, in 2010, the State passed yet another CAP law limiting the amount to be
raised by taxation to 2.0% with the exception of Health Benefits, Pension Costs, and
Capital and Debt.

In 2012, approximately 7.75% of the proposed budget is at the discretion of the Mayor
and Council. Included in this amount are the capital improvements which are used to
maintain the Borough’s infrastructure and the expenses required for the daily operation of
the Borough.

PERSONNEL

The Borough has two labor unions, covering the public works and law enforcement
personnel, which have been settled through the end of 2014. The remaining employees
are not covered by union contracts; however, these positions are generally professional
positions that are statutorily required. Salaries and Wages represent approximately
40.33% and 40.65% of the 2011 and 2012 budgets respectively.

TAX RATES
10-YEAR TAX RATE COMPARISON

Municipal County Total
Special Library Open District | Regional Open Tax
Year | District | Municipal Tax® Space School School County Space Rate
2003 159 526 NA .011 1.599 .708 .345 .061 3.409
2004 170 545 NA .021 1.719 .837 371 077 3.740
2005 190 599 NA .020 1.861 .955 .388 .087 4.100
2006 .208 .625 NA .020 1.978 .996 405 .097 4.329
2007 219 .664 NA .021 2.037 1.134 442 112 4.629
2008’ .096 322 NA .015 875 522 .198 .045 2.073
2009 .100 341 NA .015 .882 .538 .198 .033 2.107
2010° 119 441 NA .015 1.024 .606 .233 .026 2.464
2011 125 442 .035 .015 1.065 611 .235 .019 2.545
2012 126 457 .034 .015 (*) (* (*) (*) *)

(*) — Amounts not available at this time

1 Property Revaluation was conducted in 2007 which became effective in 2008

2 Property Reassessment was conducted in 2009 which became effective in 2010

3 Chapter 38, P.L. 2011 mandated the separation of the library levy and a new tax line

ADDITIONAL BUDGET INFORMATION

The 2012 budget responds to the needs of the community and maintains services that
have come to be relied upon by many residents. Any budget areas where increases are
seen were made after considerable review and justification for such increases.

We continue to look for opportunities to either provide services to neighboring
communities, or have them provide services for us. We continue in our pledge to make
Wharton more efficient and save tax dollars any way that we can.




THE YEAR IN REVIEW

There were many capital projects that were completed in 2011. Here are some of the
highlights of these improvements:

e Union, Oak, Clarence and Theodore Streets — Received $80,000 grant

e Robert Street Park Dugouts

e Pine Street Water Main (Shared Project with NJNG)

THE YEAR AHEAD

We continue to work on the L.E. Carpenter site and the adjoining property owners to
move ahead. This is a long awaited project where the new road across the L.E. Carpenter
site from Main Street to East Dewey Avenue will be constructed. Borough officials
continue to forge ahead with this project in cooperation with Morris County and the State
of New Jersey. This project will reroute traffic away from the intersection of Main Street
and Dewey Avenue to relieve some of the congestion that we have been seeing. This has
been a slow and tedious process but continues to move forward.

The Capital projects that will be completed in 2012 include the following projects:
e Canal Lock Restoration — Received a $582,000 grant

Canal Lock Restoration — Phase 1, Grant for $286,450

Solar Program for all municipal buildings is being explored

Fern Avenue water main improvements Phase | - $80,000 grant

Princeton Avenue Improvements — Grant for $120,000

Third Street Improvements — Road Improvements

Pine Street Curbing

The Mayor and Council are actively seeking financial aid for all of the projects
mentioned above in an attempt to fund these projects with as little tax impact as possible.

As you can see, the Borough is actively maintaining the infrastructure of the town. We
are able to accomplish this through active monitoring of our needs and developing long
range plans to accomplish these tasks. Please take the time to read the budget material
contained in this document to see where we have been and where we are headed.

LOOKING INTO THE FUTURE

The Mayor and Council continue to explore ways to improve the community as a whole
and enhance the quality of life for residents. Looking ahead, the 2013 budget will bring
with it continued challenges. The State of New Jersey will most likely look to continue
reducing the state aid that we receive for both schools and municipalities, forcing
municipalities across the state to evaluate the level of service provided to residents in an
attempt to control taxes. The Borough has developed a 5-year financial trends and
financial projection plan as one way to identify areas of concern in an attempt to control
expenses and better plan for future needs of the community. The plan is routinely
reviewed and updated and used as a tool to measure our performance overall. The State
of New Jersey continues to pass “Band-Aid” legislation in an attempt to reduce the
property tax burden without addressing the whole problem. The State places the blame
of the property tax dilemma on local government while its own spending remains
uncurbed over the past decade.



THE GOVERNING BODY

Mayor:
William J. Chegwidden

Council:
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2012 Anticipated Revenues
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2012 Appropriations
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Where Your Tax Dollar Goes
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Regional School Tax

County Tax & County Open Space Tax

District School Tax

Municipal Tax, Library Tax & Municipal Open Space Tax

Special District — Garbage Collection

10-YEAR TAX RATE COMPARISON

Municipal County
Special Library Open District | Regional Open Total Tax
Year | District | Municipal Tax’® Space School School County Space Rate
2002 145 AT7 NA .010 1.535 .664 .329 .045 3.205
2003 .159 .526 NA .011 1.599 .708 .345 .061 3.409
2004 170 .545 NA .021 1.719 .837 371 077 3.740
2005 .190 599 NA .020 1.861 .955 .388 .087 4.100
2006 .208 .625 NA .020 1.978 .996 405 .097 4.329
2007 219 .664 NA .021 2.037 1.134 442 112 4.629
2008’ .096 322 NA .015 .875 .522 .198 .045 2.073
2009 .100 341 NA .015 .882 .538 .198 .033 2.107
2010° 119 441 NA .015 1.024 .606 .233 .026 2.464
2011 125 442 .035 .015 1.065 611 .235 .019 2.545

! Revaluation was performed.
2 Property Reassessment was conducted in 2009 which became effective in 2010
® Chapter 38, P.L. 2011 mandated the separation of the library levy and a new tax line
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