MINUTES OF THE SUPPLEMENTARY MEETING
OF THE MAYOR AND COUNCIL

FEBRUARY 16, 2011
SPECIAL BUDGET MEETING

A Special Budget Meeting of the Mayor and Council was held in the Municipal Building
on February 16, 2011.

Mayor Bivona opened the meeting at 8:30 AM. and Greg Hart, Borough Clerk, Sally
Bleeker, read the Sunshine Law Statement.

ROLL CALL

The following Council Members and Professional Staff were present: Mayor Bivona,
Councilman Friscia (9:05 AM.), Councilman Kahwaty, Councilwoman Lota,
Councilman Pedone, Councilwoman Ramsey, Councilman Smith (8:35 A.M.), Borough
Administrator Hart and Chief Financial Officer Pike.

PUBLIC’S OPPORTUNITY TO SPEAK
Mayor Bivona said that no one from the public was in attendance to speak this morning.
2011 BUDGET DISCUSSION

Mr. Hart stated that he has been working with Mayor Bivona and Mr. Pike on the budget
projections prepared by the Borough Auditor. Revenues have been adjusted along with
proposed cuts in appropriations to bring the numbers in line with actual anticipated
revenues while keeping in mind the goal of stabilizing the surplus. This process has
produced an updated projections sheet showing that the amount of surplus has been
decreased by $273,000. This is because anticipated revenues were not used in the past
and there was less use of surplus and miscellaneous revenues. Mr. Hart explained that in
2010, $3,076,232 was budgeted in miscellaneous revenues and with this year’s
adjustment additional revenues total $3,388,000. Grants will not affect the budget.
Receipts from delinquent taxes reflect the annual financial statement in the amount of
$620,000. The amount to be raised through taxation is $10,646,798 which is a 2.19%
increase.

Councilman Smith arrived at the meeting at 8:35 A.M.

Mr. Hart reviewed the appropriation cuts and said that these numbers have not changed
since the last budget meeting. Regarding the levy cap amount, Mr. Hart stated that
$10,418,446 was raised in 2010 and the allowable 2% increase would bring that amount
to $10,626,815 which means that the cap has been exceeded by $19,983. Under this
budget proposal the Borough is $380,000 under the 2% levy cap which translates into an
increase of $50 per household based on a 2.9% tax increase. Mr. Hart reiterated that the
2.19% covers everything in and outside of the cap.

Mayor Bivona commented on the local school budget and stated that a recent newspaper
article noted that the total school budget (K through 8) is down. The operating expenses
are increasing by 2% and debt service on bonds is going down because they are in the
final year of paying off bonds which date back 10 years. Their total budget will most
likely be down next year as well

Mr. Hart reviewed work sheet #2 titled Surplus in Budget. He explained that the surplus
number is the amount of funds on hand at the end of the calendar year which is
$1,244,000 for the past year. They were able to anticipate revenue totaling $273,000
which consists of the Library medical insurance reimbursement; the Library pension
reimbursement; library regular insurance reimbursement, paper recycling/sale of
municipal assets; VFW parking permits; and Cablevision equipment. They estimate a
goal of unanticipated revenue so that the net use of surplus is close to zero. Mr. Hart



explained that these numbers don’t impact the tax rate because it is anticipated and the
surplus is being reduced by the same amount.

Mr. Hart stated that appropriation adjustments are reflected in the summary and may
require a decision by the Mayor and Council. These appropriation adjustments are made
up several different items a few of which are unemployment insurance fund; Recreation
Department field improvements; and health insurance contributions. The net reductions
have resulted in an overall reduction in appropriations of $121,900.

Mr. Hart referred to the increase in anticipated revenues and stated that these items
directly impact the budget. Construction fees have increase substantially and there is an
additional commitment from Bravo for $25,000 for the Housewives of New Jersey. The
Recreation Foundation has $50,000 in their account that will be paid to the Borough.
Verizon franchise fees will increase to $10,000 and delinquent taxes receivable are
expected to increase by $20,000. Mr. Hart said that the total anticipated revenue is
$130,000. Mr. Pike cautioned that there might be a decrease in anticipated taxes and Mr.
Hart said that they should give their best estimate but not necessarily a conservative
estimate. Last year, every dollar of delinquent taxes receivable was collected and Mr.
Hart pointed out that revenues are a function of the budget with other revenues coming in
higher which will produce a wash. He is not concerned with a small adjustment in the
numbers. Mr. Hart stated that the appropriation reduction of $121,900 and the increase
revenue of $130,000 gives a total adjustment of $251,900.

Mr. Hart said that they also worked on trying to accurately project the surplus at the end
of 2011. The goal is to stabilize the surplus balance from year to year in order to keep
this amount in the same general range. Mayor Bivona said that it is important to maintain
the surplus amount at no lower than $2 million. He recommended keeping it at 20% of
the operating budget or $3 million, however, taxes would have to increase to achieve that
amount. He suggested maintaining the surplus at $2 million and added that debt will be
retired and construction will pick up and this will produce windfalls over time. The goal
is to stabilize the surplus and considerably reduce debt over time. At the end of this year,
debt will have declined from a high of $16 million to under $15 million.

Mr. Hart recalled that two years ago there were some dire projections regarding surplus
and they have been able to stabilize the use of surplus and the surplus balance. The
surplus analysis is straightforward with the beginning surplus balance at $2,290,978 and
$971,000 being the amount of surplus anticipated in the 2011 budget. Mayor Bivona
pointed out that they are consistently spending less than what is appropriated meaning
that departments are spending 96% of their budgets. Mr. Hart said that the Borough will
be regenerating $921,000 of surplus with the projected net decrease in surplus of
$50,000.

Councilman Friscia arrived at the meeting at 9:05 A M.

Mr. Hart referred to a list of policy issues for consideration by the Mayor and Council.
Decisions must be made on the following items: shotguns for bears; Mayor and Council
salaries; additional stipend for the Fire Department which has been increased by $20,000
from the 2010 amount; property maintenance software and the Captain’s salary.

Mayor Bivona said that the Recreation Foundation has $70,000 and he is hoping to get
$8,000 from them to fix Municipal Field 1. He said that they need to commit some of
this money to a project that can be removed from the municipality’s budget. Councilman
Pedone suggested that they review the Recreation Foundation’s records.

Mr. Hart stated that the budget will be introduced on March 1% and he will get the figures
to the auditor by the end of this week so that the budget will be prepared by that date.
There may be slight adjustments to the budget after it is introduced and, if so, it may have
to be advertised again.

Councilman Friscia commented that the Borough is $228,000 away from a flat budget.
Mayor Bivona said that the problem with a flat budget is the following year and he would
not recommend using surplus to fill a structural gap or to cover operating expenses.



Councilman Friscia asked if the Borough is carrying the correct amount of surplus and
Mayor Bivona reiterated that 20% is an amount he is comfortable with. Mr. Hart recalled
that one of the objectives in the operating budget is to be able to fund a portion of capital
through the operating budget to begin to reduce debt and going forward with a game plan
so that capital is being fully funded within the operating budget. Items now included in
the capital budget such as road repair and vehicle purchases should be included as
operating expenses. There is $1.4 million of debt service that could go into capital and
the Borough has $300,000 to $400,000 in capital reserves that can be used for items such
as fixing the firehouse without increasing debt. Mr. Hart said that over time they hope to
appropriate money for the reserve for capital expense, however, at the moment,
additional money is not being put away to cover these expenditures.

Councilman Friscia asked if Mr. Hart and Mayor Bivona could sense a trend. Mayor
Bivona said that they are close to what they expected regarding surplus but they have
balanced the budget. They are appropriating expenses for revenues that have been
received without touching the surplus. In the next five years, he expects miscellaneous
revenues to rise above 2%. He said that they probably could be slightly more aggressive
in estimating or using surplus but not by much.

Councilman Friscia indicated that he would be happy to forego a salary and Mayor
Bivona said that they had previously discussed making this a group or individual
decision. Mr. Hart asked that Councilmembers let him know if they want to draw a
salary for budgeting purposes. Mayor Bivona suggested that they agree to phase the
salary back in as a percentage and Councilwoman Lota agreed. After more discussion,
Councilman Smith made a motion that Councilmembers should make an independent
individual decision regarding salaries. Councilman Pedone seconded the motion.

ROLL CALL:

Councilman Friscia No Councilman Pedone Yes
Councilman Kahwaty Yes Council President Ramsey No
Councilwoman Lota  No Councilman Smith Yes

Mayor Bivona voted ~ Yes
Motion approved.

Mr. Hart stated that the Fire Department has indicated that more members will qualify for
stipends this year. In 2010, approximately $40,000 was given as stipends and they are
proposing $60,000 in this budget. He asked if the Council wants to increase the stipend
amount by $20,000 and Councilman Pedone said he supports the increase. After a short
discussion, Councilmembers were unanimous in agreement.

Mr. Hart explained that the property maintenance software that is being considered would
integrate with the construction software. The cost is $6,300 and it would be helpful to
have a system that integrates with the Mitchell Humphries system. He will look at a
lower cost system but will budget for the higher amount because this software will be
very helpful in running the department more efficiently. Councilmembers agreed with
Mr. Hart. Mayor Bivona recommended rounding off the surplus amount to $1 million
which will eliminate $29,000 from taxation. Councilmembers were in agreement.

Mayor Bivona said that he will look into the opportunity of eliminating $25,000 from the
budget over the next year through the use of shared services. There are many
opportunities and this will be Mayor Bivona’s personal goal for 20111. He proposed
putting $5,000 back into the budget as a discretionary customer service award pool to be
administered at the end of the year. This translates into a $500 award for 10 people
which would be based solely upon exceptional customer service. Mr. Hart would make
recommendations in November based on a set of criteria that would be approved by the
Council. This award would promote and reward good customer service and would be
applied to everyone in the Borough. Mayor Bivona was asked if this would be a
violation of the union contract and he said that $500 is such a small amount that it
wouldn’t be problematic and everyone in the Borough would be eligible for the award
whether or not they are part of a union.



Councilman Friscia questioned how this practice would appear to the residents since their
tax money is being used to reward Borough employees for doing a job that they are being
paid to do. He suggested that this idea should be considered further. Councilman Smith
supported the idea and Councilwoman Ramsey said that it is a positive way of dealing
with morale and could make a significant difference. Councilman Pedone said that this is
a good concept that should be looked at further by the Personnel Committee.
Councilman Smith said that the concept should be service to the Borough and not
customer service. After more discussion, the consensus was to have the Personnel
Committee consider this proposal and come back with a recommendation for the Council.
The $25,000 will remain in the budget as surplus.

Regarding the Captain’s salary, for budget purposes Mr. Hart suggested putting a number
of $2,000 in the budget in addition to the 2%.

Mayor Bivona said that the necessary changes will be made and a new copy of the budget
will be distributed to Councilmembers for a March 1* introduction. Another meeting was
scheduled for next Wednesday, February 23rd at 8:30 A.M. Mayor Bivona said that the
local school board has asked to present their budget to the Council on March 15™.
Adjournment

Councilman Pedone made a motion to adjourn the meeting at 9:21 AM. Councilman

Smith seconded the motion.

Respectfully submitted

Sally T. Bleeker
Borough Clerk



