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(856) 983-2244 New Jersey Society of CPAs
Fax (856) 983-6674
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INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and
Members of the Borough Council

Borough of Medford Lakes

County of Burlington

Medford Lakes, New Jersey

We have audited the accompanying statements of assets, liabilities, reserves and fund balance - regulatory basis of the
various funds of the Borough of Medford Lakes, in the County of Burlington, State of New Jersey, as of December 31,
2007 and 2006, and the related statements of operations and changes in fund balance - regulatory basis for the years then
ended, and the related statement of revenues - regulatory basis and statement of expenditures - regulatory basis for the
year ended December 31, 2007. These financial statements are the responsibility of the Borough's management. Our
responsibility is to express an opinion on these financial statements based on our audit.

Except as discussed in the following paragraph, we conducted our audit 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 as
prescribed by the Division of Local Government Services, Department of Community Affairs, State of New Jersey.
Those standards require that we plan and perform the audit 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 audit provides a reasonable basis for our opinion.

The financial statements referred to above do not include the general fixed asset account group, as required by N.J.A.C.
5:30-5.6, because a record of general fixed assets was not maintained by the Borough. The amount that should be

recorded in the general fixed assets account group is not known.

As described in Note 1, the financial statements previously referred to have been prepared in conformity with accounting
practices prescribed by the Division of Local Government Services, Department of Community Affairs, State of New
Jersey, which differ from 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.

In our opinion, because of the effects on the financial statements of the requirement that the Borough prepare its financial
statements in accordance with the accounting practices discussed in the preceding paragrapli, 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 of Medford Lakes, in the County of Burlington, State of New Jersey, as of
December 31, 2007 and 2006, or the results of its operations and changes in fund balance for the years then ended.



Furthermore, in our opinion, except for the effect on the financial statements of the omission described in the third
paragraph, the financial statements referred to above present fairly, in all material respects, the assets, liabilities, reserves
and fund balance - regulatory basis of the various funds of the Borough of Medford Lakes, in the County of Burlington,
State of New Jersey, as of December 31, 2007 and 2006, and the results of its operations and changes in fund balance —
regulatory basis of such funds for the years then ended, and the revenues - regulatory basis and expenditures - regulatory
basis of the various funds, for the year ended December 31, 2007 in conformity with accounting principles and practices
prescribed by the Division of Local Government Services, Department of Community Affairs, State of New Jersey as

described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated April 3, 2008 on our
consideration of the Borough of Medford Lakes, County of Burlington, State of New Jersey’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 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 read in conjunction with this report in considering the results of our audit.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Borough of Medford Lakes basic financial statements. The supplementary financial statements presented for the various
funds are presented for purposes of additional analysis as required by the Division of Local Government Services,
Department of Community Affairs, State of New Jfersey. Such information has been subjected to the auditing procedures
applied in the audit of the financial statements and, in our opinion, is fairly stated, in all material respects, in relation to
the financial statements of each of the respective individual funds and account group taken as a whole.

Respectfully submitted,

INVERSO & STEWART, LLC
Certified Public Accountants

i<y G A LY
Robert A. Stewart

Certified Public Accountant
Registered Municipal Accountant

Marlton, New Jersey
April 3, 2008
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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 Borough Council

Borough of Medford Lakes

County of Burlington

Medford Lakes, New Jersey

We have audited the financial statements (regulatory basis) of the Borough of Medford Lakes, in the County of
Burlington, State of New Jersey, as of and for the year ended December 31, 2007, and have issued our report thereon
dated April 3, 2008, which indicated that the financial statements were not prepared in accordance with accounting
principles generally accepted in the United States of America but were prepared on a regulatory basis of accounting
prescribed by the Division of Local Government Services, Department of Community Affairs, State of New Jersey. In
our report, our opinion was qualified because the financial statements did not include the general fixed assets account
group as required by N.J.A.C. 5:30-5.6, Accounting for Governmental Fixed Assets. We conducted our audit 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 as prescribed by the Division of Local Government Services, Department of

Community Affairs, State of New Jersey.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Borough of Medford Lake'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 expressing an opinion on the effectiveness of the Borough’s internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Borough’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 Borough’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with the regulatory basis of accounting
prescribed by the Division of Local Government Services, Department of Community Affairs, State of New Jersey such
that there is more than a remote likelihood that a misstatement of the Borough’s financial statements that is more than
inconsequential will not be prevented or detected by the Borough’s internal control over financial reporting.

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

Borough’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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Borough of Medford Lake’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 two instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards and audit
requirements as prescribed by the Division of Local Government Services, Department of Community Affairs, State of
New Jersey, which are described in the accompanying Schedule of Findings and Recommendations as findings no: #2007-

1 and #2007-2.

This report is intended solely for the information and use of the management of the Borough, the Division of Local
Government Services, Department of Community Affairs, State of New Jersey, and is not intended to be and should not

be used by anyone other than these specified parties.

Respectfully submitted,

INVERSO & STEWART, LLC
Certified Public Accountants

Robert A. Stewart
Certified Public Accountant
Registered Municipal Accountant

Marlton, New Jersey
April 3, 2008



EXHIBIT A
BOROUGH OF MEDFORD LAKES

CURRENT FUND

Statement of Assets, Liabilities, Reserves and Fund Balance -- Regulatory Basis
For the Years Ended December 31, 2007 and 2006

Reference 2007 2006
ASSETS
Regular Fund:
Cash - Treasurer A-4 $  4,446,718.50 $ 5,030,925.45
Cash - Tax Collector A-5 20,097.36 17,595.87
Cash - Collector's Change Fund 300.00 300.00
Total 4,467,115.86 5,048,821.32
Receivables and Other Assets with Full Reserves:
Delinquent Property Taxes Receivable A-6 177,185.27 101,092.54
Revenue Accounts Receivable A-7 18,902.92 22,344.19
Due from Animal Control B 1,866.72 1,487.31
Due from Other Trust Fund B 2,276.09 7,723.66
Total 200,231.00 132,647.70
Deferred Charges:
Emergency Authorization A-12 300,000.00 450,000.00
Total Regular Fund 4,967,346.86 5,631,469.02
Federal and State Grant Fund:
Cash - Treasurer A-4 77,915.48 64,982.26
Federal and State Grants Receivable A-13 247,696.25 265,002.32
Total Federal and State Grant Fund 325,611.73 329,984.58
Total $ 5,292,958.59 $ 5,961,453.60




