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BOROUGH OF SOUTH RIVER
MIDDLESEX COUNTY

NEW JERSEY
08882-1247

August 9, 2012

Honorable Mayor and Members
of the Borough Council

Borough of South River

County of Middlesex, New Jersey

The Comprehensive Annual Financial Report for the Borough of South River, County of
Middlesex, State of New Jersey, for the year ended December 31, 2011 is submitted herewith
and includes financial statements and supplemental schedules. | believe it is accurate in all
material respects; that it is presented in a manner designated to set forth fairly the financial
position and results of operations of the Borough of South River as measured by the financial
activity of its various funds and account groups; and that all disclosures necessary to enable the
reader to gain an understanding of the Borough's financial affairs have been included.

The Comprehensive Annual Financial Report is presented in four (4) sections: Introductory,
Financial, Statistical, and Auditors Comments and Recommendations. The Introductory
Section includes this transmittal letter, the Borough's organizational chart and a list of principal
officials. The Financial Section includes the annual financial statements and individual fund
financial schedules, as well as the independent auditor's report. The Statistical Section includes
selected financial, economic and demographic information, generally presented on a multi-year
basis. The fourth and final section is prepared by the Independent Auditor and contains their -
required annual comments and recommendations, if any, to the Mayor and Council. The Mayor
and Council are required to adopt a plan of action on the implementation of any audit
recommendations.  Responsibility for completeness and clarity of the report, including
disclosures, rests with the Chief Financial Officer and, ultimately, with the Mayor and Council.

The financial statements have been audited by Gerard Stankiewicz, Certified Public Accountant,
Registered Municipal Accountant of Samuel Kiein and Company, Freehold, New Jersey,
independent certified public accountants whose opinion is expressed in the Financial Section.
Please note that the auditor's report is unqualified and states that the financial statements are
presented fairly in conformity with the basis of accounting as prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey.



PRESENT AND FUTURE CHALLENGES

Current Fund

The Current Fund, which finances most of the operational areas of our local government, had
total income of $17,519,616.42 and total expenditures of $16,253,401.79 and a Fund Balance
increase of $1,253,160.85 as of December 31, 2011. The following schedule summarizes
revenues and expenses for 2011 and 2010.

Increase/{Decrease)
2011 2010 Amount Percent
Fund Balance $ 1,12661223 $ 905,858.14 §  220,754.09 2437 %
Real Estate Taxes 8,489,749.20 B,495,804.89 {6,145.69) (0.07)
Delingquent Tax Receipts 672,115.20 517,149.45 154,965.75 29.97
Miscellaneous Anticipated Revenues 5,177,6568.01 4,814, 507.97 363,150.04 7.54
Federal and State Grants 173,552.82 167,577.56 5,975.26 3.57
Intergovernmental Revenue 825,291.00 825,281.00 0.00 0.00
Other Credits to income 751,428.40 722,725.14 28,703.26 3.97
Non-Budget Revenue 303,209.56 249,804.33 53,405.23 21.38
$ 1751961642 $ 16698,808.48 § 820,807.94 492 %

Real Estate Taxes - These are the taxes levied on all real property within the Borough.
Delinquent Tax Receipts - This represents receipts from delinquent taxes and tax title liens.

Interaovernmental Revenue - This represents funds received from the State of New Jersey
and the Federal Government in the form of grants or direct aid.

4. Miscellaneous Anticipated Revenues - This represents all of the miscellaneous revenues of
the Borough including fees, fines, licenses, interest and other direct user charges, except
those detailed separately above.




Current Fund (Continued)

The increase in budgetary expenditures in 2011 over 2010 was as follows:

General Government

Public Safety

Public Works

Utility Expense and Bulk Purchases

Land Use

Sanitary Landfili

Insurance

Health and Human Services

Parks and Recreation

Education - Library

Deferred Charges and
Statutory Expenditures

Grants

Capital improvemeants

Debt Service

Sewer

Contingent

Reserve for Uncollected Taxes

Increase/(Decrease)
2011 2010 Amount Percent
750,800.00 % 753,100.00 (2,300.00) (0.31) %
4,372,710.00 4,281,480.00 91,250.00 2.13
2,086,650.00 2,096,150.00 (8,500.00) (0.45)
445 000.00 385,000.00 60,000.00 15.58
£3,705.00 48,105.00 15,600.00 3243
530,000.00 515,000.00 15,000.00 2.91
1,559,000.00 1,585,000.00 (26,000.00) (1.64)
259407.00 259,301.00 106.00 0.04
442 300.00 509,650.00 (67,350.00) (13.21)
561,000.00 561,000.00 0.00 0.00
1,353,321.00 1,131,592.49 221,728.51 19.59
178,552.82 172,577.56 5,075.26 3.46
75,000.00 150,000.00 {75,000.00) (50.00)
1,637,035.00 1,446,398.00 190,637.00 13.18
1,186,630.00 1,101,163.00 85,467.00 7.76
1,500.00 2,500.00 (1,000.00) (40.00)
750,790.97 738,942.47 11,848.50 1.60
16,253,401.79 § 15,736,938.52 516,462.27 328 %




The Borough operates Eleciric, Parking and Water Utilities. These utilities are budgetary
entities that allow for the segregation of the revenue and expenses of the utilities. The utilities
are under the operational control of the Mayor and Council.

Electric Utility Fund

The Electric Utility serves the entire Borough, which encompasses approximately 6,500
accounts. Revenues in 2011 exceeded expenditures by $3,214,692.06. The Electric Utility
debt was considered to be seif-liquidating for 2011, and, as a result, the Fund’'s debt is not
factored into the Borough's net debt. The following schedule summarizes revenue and

expenses for 2011 and 2010.

Increase/(Decrease)
2011 2010 Amount Percent
Revenues

Electric Charges $ 144,953,578.47 $ 15,054,93542 § (101,356.95) {0.67) %
Miscellaneous Revenues 14,728.00 18,572.00 (3,844.00) (20.70)
Other Credits o Income 1,813,501.59 1,713,481.50 100,020.09 584

$ 16,781,B0B06 % 16,786,988.92 § (5,180.86) (0.03) %

Expenditures

Operating Expenses $ 11,615000.00 § 11,544,800.00 § 70,200.00 061 %
Capital Improvements 300,000.00 125,000.00 1756,000.00 140.00
Debt Service 964,538.00 967,681.00 (3,153.00) {0.33)
Deferred Charges 244 578.00 212,150.00 32,428.00 15.29
Surplus {General Budget) 443 ,000.00 443,000.00 0.00 0.00

$ 13567,116.00 § 13,29264100 § 274,475.00 2.06 %

Parking Utility Fund

The Borough dissolved its Parking Authority and created a utility operating fund to meet the
parking needs of the downtown area, which has 141 street slots and 59 parking lot spot permits.
Revenues in 2011 exceeded expenditures by $53,493.52. The following schedule summarizes

revenue and expenses for 2011, the inception year.

2011
{Inception Year)
Revenues
Parking Permit Fee 5 6,409.14
Other Credits to Income 60,084.38

5 66,483.52

Expenditures

Operating Expenses % 12,650.00
Deferred Charges 350.00

b 13,000.00




Water Utility Fund

The Water Utility serves the entire Borough, which encompasses approximately 4,350 accounts.
Revenues in 2011 exceeded expenditures by $662,365.96. The Water Utility Fund was
considered to be self-liquidating for 2011 and, as a result, the Fund's debt is not factored into
the Borough's net debt. The following schedule summarizes revenues and expenses for 2011
and 2010.

Increase/(Decrease)
2011 2010 Amount Percent
Revenues
Fund Balance 340,257.00 % 253,787.00 86,470.00 34.07 %
Water Rents 3,558,123.15 3,428,587.05 129,536.10 3.78
Miscellaneous Revenues 98,373.00 21,575.00 76,798.00 NM
Other Credits fo Income 250,242 .81 234 192.61 16,050.20 6.85
424699596 § 3,938,141.66 308,854.30 7.84 %
Expenditures
Operating Expenses 2,535500.00 % 2,577,000.00 (41,500.00) (1.61) %
Capital Improvements 200,000.00 190,000.00 10,000.00 526
Debt Service 626,079.00 604,101.00 21,978.00 364
Deferred Charges 223,051.00 125,261.00 97,790.00 78.07
3,584,630.00 $% 3,496,362.00 88,268.00 2.582 %

MAJOR ACTIVITIES AFFECTING BUDGET/FINANCIAL CONDITIONS

The Borough of South River encompasses 2.87 square miles. The Borough is a fully developed
mature community comprised of mostly residential dwellings. The Borough has eleven
apartment complexes and is densely populated. The Borough relies heavily on its Electric Utility
and thus dramatic changes in the weather pattern effect the Borough's revenues dramatically.

The Borough Council has, in recent years, become aggressive in their Capital Program of

improvements. The Borough, annually, has appropriated monies for Parks and Recreation
Equipment, Roadway Resurfacing and Improvements to the Infrastructure.

PROSPECTS FOR THE FUTURE

The 2012 Municipal Budget as adopted reflects a rate of $1.864, representing a slight increase
from the prior year in the Local Purpose Tax Rate. The 2012 Budget as adopted will have an
increase of $173,663.95, or 1.11% compared to 2011 appropriations exclusive of the Library.

In 2012, the Borough is continuing a several year plan of beautifying the downtown area. In
addition, park improvements are in process using a combination of grants and local funds.
initial plans for a Redevelopment program in the business district have advanced to the serious
conceptual stage and a number of professionals have been consulted in this process.



LOCAL ECONOMIC EVENTS

Major infrastructure improvements were undertaken in a number of areas including:

Road resurfacing and intersection improvements with local funds as well as a variety of
other governmental sources to reduce the local financial burden of such work. Being a
crossroads community in such a busy part of the region, South River has an unusually
large infrastructure renewal burden for a community our size. By taking advantage of
multiple sources and continuing to maintain our existing programs, South River is
responsibly tending to the transportation needs of our citizens and visitors.

The Borough has completed the process of the replacement of electric meters in 2011.
The long awaited project will result in more accurate, timely and efficient readings which
will ultimately lead to better management and oversight of the Borough utility operations.
The process will continue in the future with replacement of water meters.

improvements to the Borough's parks and recreational facilities continue.

Upgrade to various aspects of the Borough's water, electric and sewer system are in the
implementation stage.

Renovations and upgrades to the Borough's Free Public Library have begun. The
Borough has awarded the construction contract and anticipates the completion in 2012.

Various equipments are being purchased for all departments in order to provide a better
level of service to the residents.

Improvement to North End Drive partially funded by NJDOT has been completed.
improvements to William Street funded by the NJDOT are substantially completed.

A bond ordinance is in place which provides funds for various municipal facility projects
currently under study.

The Governing Body is in constant pursuit of grants from the federal, state and county
governments in order to improve the Borough at minimal cost to the local residents.

Curb and sidewalk improvements funded by the Housing and Community Development
Grant funds have begun.

Major reconstruction contracts of Water Street and Raritan Avenue were awarded. The
project will be completed in 2011 and include sewer, water, curb and sidewalk
improvements and milling and paving.



CASH MANAGEMENT

The Borough invests all surplus funds for appropriate periads of time as determined by the Chief
Financial Officer. During 2011, funds were invested in the PNC Sweep Account and in
Certificates of Deposit of official depositories.

DEBT ADMINISTRATION

The current outstanding net debt of the Borough is $20,446,102.87 which represents 1.328% of
its average equalized value. Debt Service appropriations for 2011 were $3,227,652.00 for all
Borough funds.

RISK MANAGEMENT

The Borough is a member of the Middlesex County Joint Insurance Fund along with the
statewide Municipal Excess Liability Joint insurance Fund, Municipal Excess Liability Residual
Claims Fund and Environmental Joint Insurance Fund, as well as a Private insurance Plan for
Volunteer Firemen. The Borough is well insured. These funds provide professional risk
management, legal defense, loss prevention, claims management and actuarial services and
are regulated by the New Jersey Department of Insurance.

The Borough is a member of the New Jersey State Health Benefits Program, as well as having
dental and prescription plans with Blue Cross and Blue Shield of New Jersey.

ACKNOWLEDGMENTS

The preparation of this report on a timely basis could not be accomplished without the help and
dedicated services of the entire staff of the Finance Department and the Administration of the

Borough.

Respectfully submitted,

Oondirow §. Saberno Joseph Fanga

Andrew J. Salerno Joseph Zanga
Borough Administrator _ Chief Financial Officer
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SAMUEL KLEIN AND COMPANY
CERTIFIED PUBLIC ACCOUNTANTS
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NEWARE, N.J,. 07102-4543 FreEEaOLD, N.J.O7728-2201
PHONE (B73)E24-6G100 ProNz{(732) 780-2600

Fax (973} 624-6101 Fax (732) 780-1030

INDEPENDENT AUDITORS' REPORT

The Honorable Mayor and Members
of the Borough Council

Borough of South River

County of Middlesex

State of New Jersey

To the Honorable Mayor and Members of the Borough Council:

We have audited the financial statements - statutory basis of the various funds and accounts of
the Borough of South River as of and for the year ended December 31, 2011, as listed in the
accompanying table of contents. These financial statements are the responsibility of the
Borough of South River's management. Our responsibility is to express an opinion on these
financial statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and auditing
requirements 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 the 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 opinion.

As described in Note 1, the Borough of South River prepares its financial statements on a basis
of accounting prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey, that demonstrates 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.

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
www.samuelkiein-cpa-rma.com

11 -



INDEPENDENT AUDITORS' REPORT (CONTINUED)

In our opinion, because of the Borough of South River's policy fo prepare its financial
statements on the basis of accounting discussed in the preceding paragraph, the financial
statements referred to above do not present fairly, in conformity with generally accepted
accounting principles, the financial position of the Borough of South River as of December 31,
2011 or the results of its operations, or cash flows of its proprietary fund types and
nonexpendable trust funds for the year then ended.

However, in our opinion, the financial statements - statutory basis referred to above present
fairly, in all material respects, the financial position - statutory basis of the various funds and
account groups of the Borough of South River as of December 31, 2011 and the results of
operations and changes in fund balance - statutory basis of such funds for the year then ended
and the statement of revenues - statutory basis and statement of expenditures - statutory basis
of the various funds for the year ended December 31, 2011 on the basis of accounting
described in Note 1.

in accordance with Government Auditing Standards, we have also issued our report dated
August 9, 2012 on our consideration of the Borough's internal control over financial reporting
and on our test of its compliance with certain provisions of law, 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 audit.

Our audit was performed for the purpose of forming an opinion on the financial statements ~
statutory basis 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 of the Borough of South River, but is presented as
additional analytical data as required by the Local Finance Board. Such information has been
subjected to the auditing procedures applied in the audit of the financial statements and, in our
opinion, is fairly presented in all material respects in relation to the financial statements —

statutory basis taken as a whole.
CQ/./EU’V

Gerard Stankiewicz
Certified Public Accountant
Registered Municipal Accountant #431

i SAMUEL IN AND COMPANY

Freehold, New Jersey
August 9, 2012
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SAMUEL KLEIN AND COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

550 BrROAD STREET, 11TH FLOOR 36 WesT MATN STREET, SUITE 303
NEWARK, N.J. 07102-4543 FreeHOLD, N.J. 07 728-2201
ProNe (973) 6246100 PHoONE(732) 780-2600

Fax (073 624-6101 Fax (732} 780-1030

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS — STATUTORY BASIS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Mayor and Members
of the Borough Council
Borough of South River
County of Middlesex .
State of New Jersey

To the Honorable Mayor and Members of the Borough Council:

We have audited the financial statements - statutory basis of the Borough of South River, State
of New Jersey (the "Borough"), as of and for the year ended December 31, 2011, and have
issued our report thereon dated August 9, 2012. 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 the audit requirements prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey.

As described in Note 1, the Borough prepares its financial statements on a basis of accounting
prescribed by the Division of Local Government Services, Department of Community Afiairs,
State of New Jersey, that demonstrates 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.

Internal Control Qver Financial Reporiing

Management of the Borough of South River is responsible for establishing and maintaining
effective internal control over financial reporting. In planning and performing our audit, we
considered the Borough'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.

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
www.samuelklein-cpa-rma.com



REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS — STATUTORY BASIS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
(CONTINUED)

A deficiency in internal control 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 and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented,
or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies
in internal control over financial reporting that might be deficiencies, 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 Matiers

As part of obtaining reasonable assurance about whether the Borough's financiat statements -
statutory basis are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grants, 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.

This report is intended solely for the information of the governing body, management and 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.

U Sthe

Gerard Stankiewicz
Certified Public Accountant
ant #431

Rej’stered Munigj#al Accou

SAMUEL KLEIN AND COMPANY

Freehold, New Jersey
August 9, 2012
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Exhibit A-4

BOROUGH OF SOUTH RIVER
GENERAL CAPITAL FUND
STATEMENT OF FUND BALANGE - STATUTORY BASIS

BALANCE, DECEMBER 31, 2010 $  401,262.99

INCREASED BY
Premium on Sale of Bond Anticipation Notes 61,778.77

$  463,041.76

DECREASED BY
Transferred to Current Fund as
Anticipated Revenue 70,000.00

BALANCE, DECEMBER 31, 2011 3 393,041.76

See Notes to Financial Statements.
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NOTES TO FINANCIAL STATEMENTS




Note 1.

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2011

SUMMARY _OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity - The Borough of South River is located in Middlesex County,

just outside the City of New Brunswick and approximately 35 miles south of New
York City. The population, according to the 2010 census, is 16,008.

The Borough of South River operates under the Borough form of government.
The governing body consists of a Mayor and six Council members. All action is
passed by a majority or, when required, a 2/3 vote of Council. The Mayor votes
only in the event of a tie. The Mayor has veto power over all ordinances passed
by the Borough Council. This veto can be overridden by a two-thirds (2/3} vote of
the Council.

The financial statements do not include the operations of the Municipal Library or
the Parking Authority, which are separate entities subject to separate
examinations.

. Description of Funds - The Governmental Accounting Standards Board (GASB}

is the recognized standard setting body for establishing governmental accounting
and financial reporting principles. However, the accounting policies of the
Borough conform to the accounting principles applicable to municipalities that
have been prescribed by the Division of Local Government Services, Department
of Community Affairs, State of New Jersey. These principles are an “Other
Comprehensive Basis of Accounting” (OCBOA) which differs from accounting
principles generally accepted in the United States of America ("GAAP") for
governmental entities. 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 accounts for its financial
transactions through the foliowing separate funds and an account which differs
from GAAP.

Current Fund - Encompasses resources and expenditures for basic
governmental operations. Fiscal activity of Federal, State, County and Local
grant programs are reflected in a segregated section of the Current Fund.

Trust Fund - The records of receipts, disbursement and custodianship of
monies in accordance with the purpose for which each reserve was created
are maintained in Trust Funds. These include the Animal Control Trust Fund,
Trust Other Fund, Electric Consumer Deposits, Tax Title Lien
Premiums/Redemption, unemployment and other required funds.

General Capital Fund - The receipts and expenditure records for the
acquisition of general infrastructure and other capital facilities, other than
those acquired in the Current Fund, are maintained in this Fund, as well as
related long-term debt accounts.
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Note 1.

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMEBER 31, 2011

SUMMARY _OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Description of Funds (Continued)

Utilities Funds - Water and Electric Utilities are treated as separate entities.
Each maintains its own Operating and Capital Funds which reflect revenue,
expenditures, stewardship, acquisitions of utility infrastructure and other
capital facilities, debt service, long-term debt and other related activity.

Free Public Library - Budget Appropriations and State Aid are transferred to
the Free Public Library Trust Fund account and are expended with the
approval of the Library for its purposes. Interest on investments, Library fines
and other revenue are retained by the Library and expended there from. The
Library is the subject of a separate report.

Payroll Trust Fund - Net salaries, certain payroll deductions and social
security contributions of municipal and utility operations are deposited into
bank accounts of the Payroll Fund. Other deductions are retained by the
operating funds and paid directly there from. A Payroll Fund does not exist
under GAAP.

Fixed Asset Accounts - These accounts reflect estimated valuations of land,
buildings and certain moveable fixed assets of the Borough as discussed
under the caption of "Basis of Accounting”.

C. Basis of Accounting - The accounting principles and practices prescribed for
municipalities by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey, differ in certain respects from GAAP.
The accounting system is maintained on the modified accrual basis with certain
exceptions. Significant accounting policies in New Jersey are summarized as
follows:

Property Taxes and Other Revenue - Property Taxes and other revenue are
realized when collected in cash or approved by regulation for accrual from
certain sources of the State of New Jersey and the Federal Government.
Accruals of taxes and other revenue are otherwise deferred as to realization
by the establishment of offsetting reserve accounts. GAAP requires such
revenue to be recognized in the accounting period when they become
susceptible to accrual, reduced by an allowance for doubtful accounts.
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Note 1.

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accaunting (Continued)

Grant Revenue — Federal, State, County and Local grants, entittements or
shared revenue received for purposes normally financed through the Current
Fund are recognized when anticipated in the Borough of South River's
budget. GAAP requires such revenue to be recognized in the accounting
period when they become susceptible to accrual.

Expenditures - Expenditures for general and utility operations are generally
recorded on the accrual basis. Unexpended appropriation balances, except
for amounts that may have been canceled by the governing body or by
statutory regulation, are automatically recorded as liabilities at December 31
of each year, under the title of "Appropriation Reserves".

Grant appropriations are charged upon budget adoption to create spending
reserves.

Budgeted transfers to the Capital Improvement Fund are recorded as
expenditures to the extent permitted by law.

Expenditures from Trust and Capital Funds are recorded upon occurrence
and charged to accounts statutorily established for specific purposes.

Budget Appropriations for interest on General Capital Long-Term Debt is
raised on the cash basis and is not accrued on the records; interest on Utility
Debt is raised on the accrual basis and so recorded.

GAAP requires expenditures to be recognized in the accounting period in
which the fund liability is incurred, if measurable, except for unmatured
interest on general long-term debt, which should be recognized when due.

Encumbrances - As of January 1, 1986 all loca! units were required by
Technical Accounting Directive No. 85-1, as promulgated by the Division of
Local Government Services, to maintain an encumbrance accounting system.
The directive states that contractual orders outstanding at December 31 are
reported as expenditures through the establishment of an encumbrance
payable. Encumbrances do not constitute expenditures under GAAP.
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Note 1.

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

SUMMARY _OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Appropriation Reserves - Appropriation reserves are available, until lapsed at
the close of the succeeding year, to meet specific claims, commitments or
contracts incurred during the preceding year. Lapsed appropriation reserves
are recorded as additions to income. Appropriation reserves do not exist
under GAAP.

Compensated Absences - Expenditures relating to obligations for unused
vested accumulated sick, vacation and compensatory pay are not recorded
until paid. GAAP requires that the amount that would normally be liquidated
with expendable available financial resources be recorded as an expenditure
in the operating funds and the remaining obligations be recorded as a long-
term obligation.

Property Acquired for Taxes - Property Acquired for Taxes (Foreclosed
Property) is recorded in the Current Fund at the assessed valuation during
the year when such property was acquired by deed or foreclosure and is
offset by a corresponding reserve account. GAAP requires such property to
be recorded in the general fixed assets account group at market value on the
date of acquisition.

Interfund Accounts Receivable - Interfund Accounts Receivable in the Current
Fund are generally recorded with offsetting reserves that are established by
charges to operations. Collections are recognized as income in the year that
the receivables are realized. Interfund Accounts Receivable of all other funds
are recorded as accrued and are not offset with reserve accounts. Interfund
Accounts Receivable of one fund are offset with Interfund Accounts Payable
of the opposite fund. GAAP does not require the establishment of an
offsetting reserve.

Inventories of Supplies - Materials and supplies purchased by all funds are
recorded as expenditures.

An annual inventory of materials and supplies for the Water and Electric
utilities is required, by regulation, to be prepared by Borough personnet for
inclusion on the Water and Electric Utility Operating Fund balance sheets.
Annual changes in valuations, offset with a Reserve Account, are not
considered as affecting results of operations. Materials and supplies of other
funds are not inventoried nor included on their respective balance sheets.
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Note 1.

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Fixed Assets

General - 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 cerfain respects
from GAAP, the Borough of South River has developed a fixed asset
accounting and reporting system.

GAAP requires that fixed assets be capitalized at historical or estimated
historical cost if actual historical cost is not available. Depreciation on
utility fixed assets should alse be recorded.

Fixed assets used in governmental operations (general fixed assets) are
accounted for in the General Fixed Asset 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.

Acquisition of land, buildings, machinery, equipment and other capital
assets are recorded on a perpetual fixed asset record.

Vehicles, furniture, equipment and other items are reflected at
replacement values at time of inventory preparation. Additions to the
established fixed assets are valued at cost.

Depreciation of assets is not recorded as an operating expense of the
Borough.

Utilities - Capital acquisitions, including utility infrastructure costs of the
Water and Electric Utilities, are recorded at cost upon purchase or project
completion in the Fixed Capital account of the utilities. The Fixed Capital
Accounts are adjusted for dispositions or abandonments. The accounts
include moveable fixed assets of the Utility but are not specifically
identified and are considered as duplicated in the Fixed Asset Group of
Accounts. The duplication is considered as insignificant on its effect on
the financial statements taken as a whole.

Utility improvements that may have been constructed by developers are
not recorded as additions to Fixed Capital.
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Note 1.

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting {Continued)

Fixed Assets (Continued)

Fixed Capital of the Utilities are offset by accumulations in Amortization
Reserve Accounts. The accumulations represent costs of fixed assets
purchased with budgeted funds or acquired by gift as well as grants,
developer contributions or liguidations of related bonded debt and other
liabilities incurred upon fixed asset acquisition.

The Fixed Capital Accounts reflected herein are recorded in the records of
the municipality and do not necessarily reflect the true condition of such Fixed
Capital. The records consist of a control account only. Detailed records are
not maintained.

Total Columns on Combined Statements - Total columns are captioned
"memorandum only" to indicate that they are presented only to facilitate
financial analysis. Data in these columns do not present financial position,
results of operations, or changes in financial position in conformity with
generally accepted accounting principles. Neither is such data comparabie to
a consolidation. Interfund eliminations have not been made in the
aggregation of this data.

D. BRasic Financial Statements - The GASB Codification also defines the financial
statements of a governmental unit to be presented in the general purpose
financial statements to be in accordance with GAAP. The Borough presents the
financial statements listed in the table of contents which are required by the
Division and which differ from the financial statements required by GAAP. In
addition, the Division requires the financial statements listed in the table of
contents to be referenced to the supplementary schedules. This practice differs
from GAAP.
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Note 2.

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

CASH. CASH EQUIVALENTS AND INVESTMENTS

A. Cash and Cash Equivalents

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 any other agencies of the United States that insures deposits or the
State of New Jersey Cash Management Fund.

The State of New Jersey Cash Management Fund is authorized by statute and
regulations of the State Investment Council to invest in fixed income and debt
securities that mature or are redeemed within one year. Twenty-five percent of
the Fund may be invested in eligible securities that mature within two years
provided, however, the arbitrage maturity of all investments in the Fund shall not
exceed one year. Collateralization of Fund investments is generally not required.

In addition, by regulation of the Division of lLocal Government Services,
municipalities are allowed to deposit funds in the Municipat Bond Insurance
Association (MBIA) through their investment management company, the
Municipal Investors Service Corporation.

In accordance with the provisions of the Governmental Unit Deposit Protection
Act of New Jersey, public depositories are required 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 public 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 $25,000,000.00.

-20-



BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 2. CASH, CASH EQUIVALENTS AND INVESTMENTS (CONTINUED)

B. Invesiments

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

« Bonds or other obligations of the United States of America or obligations
guaranteed by the United States of America. This includes instruments
such as Treasury bills, notes and bonds.

« Government money market mutual funds.

« Any federal agency or instrumentality obligation authorized by Congress
that matures within 397 days from the date of purchase, and has a fixed
rate of interest not dependent on any index or external factors.

e Bonds or other obligations of the local unit or school districts of which the
local unit is a part.

e Any other obligations with maturities not exceeding 397 days, as
permitied by the Division of investments.

o Local government investment pools, such as New Jersey CLASS and ihe
New Jersey Arbitrage Rebate Management Program.

¢ New Jersey State Cash Management Fund.

« Repurchase agreements of fully collateralized securities, subject to
special conditions.

In addition, a variety of State laws permit local governments to invest in a wide
range of obligations issued by State governments and its agencies.

C. Risk

As of December 31, 2011, the Borough had funds on deposit in checking and
statement savings accounts. The carrying amount of the Borough's Cash and
Cash Equivalents as of December 31, 2011 was $22,608,717.33. The funds
were covered by the Government Unit Deposit Protection Act "GUDPA". These
funds constitute "deposits with financial institutions" as defined by GASB
Statement #3 as amended by GASB Statement No. 40. There were no securities
that the Borough held that could be categorized as investments.
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Note 3.

BOROUGH OF SOUTH RIVER
NOTES TO FINANGIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

TAXES AND TAX TITLE LIENS RECEIVABLE

Property assessments are determined on true values and taxes are assessed based
upon these values. The residential tax bill includes the levies for the Borough,
County and School purposes. Certified adopted budgets are submitted to the
County Board of Taxation by each taxing district. The tax rate is determined by the
Board upon the filing of these budgets.

The tax bills are mailed by the Tax Collector annually in June and are payable in four
quarterly instaliments due the first of August and November of the current year and a
preliminary billing due the first of February and May of the subsequent year. The
August and November billings represent the third and fourth quarter installments and
are calculated by taking the total year tax levy less the preliminary first and second
quarter installments due February and May. The preliminary levy is based on one-
half of the current year's total tax.

Tax instaliments not paid by the above due dates are subject to interest penalties
determined by a resolution of the governing body. The rate of interest in accordance
with the aforementioned resolution is 8% per annum on the first $1,500.00 of
delinquency and 18% on any delinquency in excess of $1,500.00. The governing
body may also fix a penalty to be charged to a taxpayer with a delinquency in excess
of $10,000.00 who fails to pay that delinquency as billed prior to the end of the fiscal
year. The penalty so fixed shall not exceed 6% of the amount of the delinquency
with respect to each most recent fiscal year only. The resolution also sets a grace
period of ten days before interest is calculated.

Taxes unpaid on the 11th day of the eleventh month in the fiscal year when the taxes
became in arrears are subject to the tax sale provisions of the New Jersey statutes.
The municipality may institute in rem foreclosure proceedings after six months from
the date of the sale if the lien has not been redeemed.
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BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 3. TAXES AND TAX TITLE LIENS RECEIVABLE (CONTINUED)

The following is a five-year comparison of certain statistical information relative to
property taxes and property tax collections for the current and previous four years.

Comparative Schedule of Tax Rates

2011 2010 2009 2008 2007

Tax Rate $ 6666 % 6401 $ 6249 $ 6237 $ 58580
Appertionment of Tax Rate:
Municipal 1.863 1.987 1.938 1.945 1.626
Library 0.123
County:
Regular 1.130 1.057 1.047 1.034 0.965
Open Space 0.111 0.076 0.119 0.121 0.115
Local School 3.439 3.281 3.145 3.137 3.144
Assessed Valuation
2011 $ 422,765,085.00
2010 425,594,179.00
2009 426,811,899.00
2008 426,628,526.00
2007 426,314,982.00

Comparison of Tax Levies and Collections

Cash Percentage
Year Tax Levy Collections of Collections
2011 $ 28,202,908.07 $ 27,522,627.54 97.58%
2010 27,258,681.92 26,541,537.70 97.37%
2009 26,694,630.46 26,140,465.75 97.92%
2008 26,615,158.87 25,925,228.93 97.41%
2007 24,964,954.51 24.490,127.33 98.10%
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Note 3.

Note 4.

Note 5.

BOROUGH OF SQUTH RIVER

NOTES TO FINANCIAL STATEMENTS {CONTINUED)

YEAR ENDED DECEMBER 31. 2011

TAXES AND TAX TITLE LIENS RECEIVABLE (CONTINUED)

Delinguent Taxes and Tax Title Liens

Year

2011
2010
2009
2008
2007

Tax
Title Liens

$ 149,613.83

132,692.22
106,875.25
50,301.80
55,090.92

Delinguent
Taxes

$ 613,734.94
669,440.05
515,816.70
680,019.42
469,438.26

Total
Delinguent

$ 7863,348.77
802,032.27
622,791.95
730,321.22
524,529.18

PROPERTY ACQUIRED BY TAX TITLE LIEN LIQUIDATION

Percentage
of Tax Levy

2.71%
2.94%
2.33%
2.74%
2.11%

The value of property acquired by liquidation of tax title liens on December 31, on the

basis of the last assessed valuation of such properties, was as follows:

UTILITY RECEIVABLES AND COLLECTIONS

Year

2011
2010
2009
2008
2007

Amount

$ 47,800.00

47.800.00
47,800.00
62,400.00
62,400.00

The Borough operates an Electric Utility, Parking Utility and a Water Utility for the
benefit of its residents.

Comparison of Electric Utility Levies and Collections

The Borough's Electric Utility Customers are billed monthly based on usage.

Year

2011 $
2010
2008
2008
2007

Levy ™"

14,744,412.76
15,465,767 80
14,152,007 68
15,304,983.75

8,865,619.20

Cash Collections *

5 14,953,578 47
15,054,93542
14,895,187 .22
14,084,055.15

9,145,629.25

* Cash collections include amounts that were levied in prior years.
** Rate increases effective for 2008.
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BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 5. UTILITY RECEIVABLES AND COLLECTIONS (CONTINUED)

Comparison of Water Utility Levies and Collections

The Borough's Water Utility Customers are billed based on usage quarterly on a

cycle basis.
Year Levy ** Cash Collections #
2011 $ 3477,710.35 $ 3,558123.15
2010 3,490,170.18 3,428 587.05
2009 2,868,606.50 2,851,172.04
2008 2,802,918.41 2,853.814.68
2007 2,826,465.88 2,917.982.26

* Cash collections include amounts that were levied in prior years.
** Rate increases effective for 2009 and 2010.

Any unpaid levies are subject to the same provision as unpaid taxes under the
provision of the New Jersey Statutes.

Comparison of Parking Utility Levies and Collections -

Year Cash Codllections

2011 $ 6,409.94
(inception November 1, 2011)
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BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS {CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 6. FUND BALANCES APPROPRIATED

The following schedule details the amount of fund balances available at the end of
each year and the amounts utilized in the subsequent year's budget.

Transferred
Utilized to Current Fund Percentage
Balance in Budget of as Revenue in of Fund

Year December 31 Succeeding Year Succeeding Year Balance Used
Current Fund

2011 $ 1,670,191.58 $ 1,126,612.64 N/A 67.45%

2010 1,543,642.96 1,126,612.23 N/A 72.98%

2009 1,460,397.50 005,858.14 N/A 62.03%

2008 805,676.99 646,000.00 N/A 80.18%

2007 1,329,223.85 1,225,000.00 N/A 92.16%
Electric Utility Operating Fund

2011 $ 4,142 373.53 $ 3,556,371.00 None 85.85%

2010 3,841,052.47 None $ 2,913,371.00 75.85%

2009 3,060,704.55 None 2,704,000.00 88.64%

2008 2,773,915.20 None 2,529,000.00 91.17%

2007 1,772,971.13 None 1,529,000.00 86.24%
Parking Utility Operating Fund

2011* % 66,493.52 3 28,500.00 3 None 42 8BB8%
Water Utility Operating Fund

2011 3 974,116.82 3 416,855.00 3 None 42 79%

2010 652,007.86 340,257.00 None 52.19%

20089 389,015.20 253,787.00 None 65.24%

2008 386,890.09 168,000.00 None 43.42%

2007 484 284.90 392,562.00 None 81.06%

* Inception year effective November 1, 2011
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BOROUGH OF SCUTH RIVER

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2011

Note 7.  MUNICIPAL DEBT

The Local Bond Law governs the issuance of bonds and notes to finance general
capital expenditures. All bonds are retired in serial installments with the statutory
period of usefulness. Bonds issued by the Borough are general obligation bonds,
backed by the full faith and credit of the Borough. Bond anticipation notes, which are
issued to temporarily finance capital projects, must be paid off within ten years and
five months or retired by the issuance of bonds.

Summary of Municipal Debt (Excluding Current and Operating Debt)

Issued:
General;
Borids, Loans and Notes
Electric Utifity:
Bonds and Notes
Parking Utility:
Bonds and Notes
Water Utility:
Bonds, Loans and Notes

Total issued

Authorized But Not lssued:

General:

Bonds and Notes
Electric Utility:

Bonds and Notes
Parking Utility:

Bonds and Notes
Water Utility:

Bonds and Notes

Total Authorized But Not Issued

Net Bonds and Notes Issued and

Authorized But Not Issued

Year 2011

19,008,941.64
6,166,000.00
Nane

5,785,593.90

Year 2010

19,558,614.14
7,378,000.00
None

§,258,877.78

Year 2009

14,388,892.31
8,085,000.00
None

6,123,048.37

30,980,535.54

33,195,581.92

28,576,940.68

1,437,161.23 1,837,161.23 4,545,883.49
400,000.00 400,000.00 400,000.00
None Nene None

2,126,000.00 2,126,000.00 2,017,500.00

3,063,161.23 4,463,161.23 6,963,383.49

34,923,696.77

37,658,753.15

35,540,324.17
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Note 7.

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

MUNICIPAL DEBT (CONTINUED)

Summary of Statutory Debt Condition, Annual Debt Statement

The summarized statement of debt condition that follows is prepared in accordance
with the required method of setting up the Annual Debt Statement and indicated a

statutory net debt of 1.328%.

Gross Debt Deductions Net Debt
Local Schoel District Debt $ 23,858,565.00 $ 23,858,565.00 $ None
Electric Utility Debt 6,566,000.00 6,566,000.00 None
Parking Utility Debt None None None
Water Utility Debt 7,911,593.90 7,911,593.90 Nonhe
General Debt 20,446,102.87 None 20,446,102.87

$ 58,782,261.77 $ 38,336,158.90 $ 20446,102.87

Net Debt $20,446,102.87 divided by Equalized Valuation basis per N.J.S. 40A:2-2 As
Amended, $1,540,198,371.00 equals 1.328%. The Annual Debt Statement, as

amended, has been filed.

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

3% of Average Equalized Valuation Basis (Municipal) $ 53,906,042.99
Net Debt 20,446,102.87

Remaining Borrowing Power $ 33,460,840.12

School Debt Deduction

School debt is deductible up to the extent of 4.0% of the Average Equalized
Assessed Valuation of real property for the Local School District.
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BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 7. MUNICIPAL DEBT (CONTINUED)

Calculation of "Self-Liquidating Purpose”, Electric Utifity Per N.J.S. 40A:2-45

Cash Receipts for Fees, Rents and

Other Charges for the Year $ 15,050,100.51
Deductions:
Operating and Maintenance Costs $ 11,859,578.00
Debt Service 0861,612.43
Total Deductions 12,821,190.43
Excess in Revenue $ 2,228,910.08

Calculation of "Self-Liquidating Purpose", Water Utility Per N.J.S. 40A2-45

Cash Receipts for Fees, Rents and

Other Charges for the Year S  4,032,567.54
Deductions:
Operating and Maintenance Costs $ 2,683,551.00
Debt Service 579,709.28
Total Deductions 3,263,260.28
Excess in Revenue $ 769,307.26

There being an excess in revenue for both the Electric and Water Utilities, the funds
were self liquidating and therefore, all the related debt is deductible for purposes of
the annual debt statement and resultant net debt calculation.
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BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 7.  MUNICIPAL DEBT (CONTINUED)

Calculation of "Self-Liquidating Purpase”, Parking Utility Per N.J.S. 40A:2-45

Cash Receipts for Fees, Rents and

Other Charges for the Year 3 6,409.14
Deductions:
Operating and Maintenance Costs $ 13,000.00
Debt Service None
Total Deductions 13,000.00
Deficit in Revenue $ 6,590.86

There being a deficit in revenue for the Parking Utility, the fund was not self-
liquidating since it was on its inception year.
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BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 7. MUNICIPAL DEBT (CONTINUELD}

Long-Term Debt

As of December 31, 2011, the Borough's long-term debt is as follows:

General Capital Fund - Serial Bonds:
$8,405,000.00 General Obligation Bonds, Series 2007
Annual maturities of $400,000.00 to $750,000.00
through December 2022 at interest rates ranging from
4,125% to 4.250%. $ 7,280,000.00

$2,625,000.00 General Obligation Refunding Bonds, Series
2010 Annual Maturities of $510,000.00 to $570,000.00
through October 2014 at an interest rate of 2.00%. 1,635,000.00

$ 8,915000.00

Electric Utility Capital Fund - Serial Bonds:
$5,990,000.00 Electric System Improvement Bonds,
Series 2007 - Annual maturities of $325,000.00 to
$550,000.00 through December 2022 at interest rates
ranging from 4.125% to 4.250%. $ 4,800,000.00

$ 4,800,000.00

Water Uijlity Capital Fund - Serial Bonds:
$1,169,000.00 Water System Improvement Bonds, Series 1977 -
Final annual maturity of $44,000.00 in December 2012 at
an interest rate of 5.60%. 3 44,000.00

$425,000.00 Water System Improvement Bonds, Series 2007 -
Final annual maturity of $85,000.00 in December 2012 at
an interest rate of 4.125%. 85,000.00

$ 129,000.00

$ 13,844,000.00
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Note 7.

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

MUNICIPAL DEBT (CONTINUED)

Long-Term Debt (Continued)

*  Redemption of General Obligation Series 2007 and Electric System Improvement Bonds
Series 2007: The Bonds maturing prior to December 1, 2018 are not subject to redemption
prior to their stated maturities. The Bonds maturing on or after December 1, 2018 are subject
to redemption at the option of the Borough, in whole or in part, on any date on or after
December 1, 2017, upon notice as required herein, at a redemption price equal to one
hundred percent {100%) of the principal amount being redeemed (the “Redemption Price"),
plus accrued interest to the date fixed for redemption. If Notice of Redemption has been
given as provided herein, the Bonds or the portion thereof called for redemption shali be due
and payable on the date fixed for redemption at the Redemption Price, together with accrued
interest to the date for redemption. The Governing Body has not, as of the date of this report,
opted to redeemn the Bonds.

State Qf New Jersey Environmental Infrastructure Trust Loans ( NJEIT)

General Capital Fund:
$430,000.00 NJEIT - State Portion ~
Year 2000 - Annual maturities of $25,000.00 to $35,000.00
through August 1, 2020 at interest rates ranging from
5.00% to 5.250%. $ 255,000.00

$425,000.00 NJEIT - Federal Portion -
Year 2000 - Semi-annual maturities in varying amounts with
~ a maximum of approximately $23,000.00 per year through
August 1, 2019. There is no interest being charged on this
lean. 169,941.64

$ 424,941.64

Water Utility Capital Fund:
$2 620,000.00 NJEIT - State Portion -
Year 2000 - Annual maturities of $140,000.00 te $205,000.00
through August 1, 2020 at interest rates ranging from
5.00% to 5.25%. $ 1,540,000.00

$2,637,500.00 NJEIT - Federal Portion -
Year 2000 - Semi-annual maturities in varying amounts with
a maximum of approximately $135,000.00 per year through
August 1, 2017. There is no interest being charged on this loan. 706,593.90

$ 2,246,583.90

$ 267153554
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BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 7. MUNICIPAL DEBT (CONTINUED)

Schedule of Annual Debt Service for Principal and Interest for Bonded Debt Issued
and QOutstanding

Calendar General Capital Fund

Year Principal Interest Total
2012 $ 970,000.00 % 336,779.49 L] 1,306,779.49
2013 1,010,000.00 308,824.52 1,318,924 .52
2014 1,035,000.00 279,0682.12 1,314,062.12
2015 675,000.00 247.249.72 922.249.72
2016 725,000.00 219,384.91 944 ,384.91
4,415,000.00 1,391,400.76 5,806,400.76
2017 750,000.00 189,431.81 §39,431.81
2018 750,000.00 158,475.00 908,475.00
2019 750,000.00 127,487.25 B77,487.25
2020 750,000.00 95,716.80 B845,716.80
2021 750,000.00 65,005.88 815,005.88
3,750,000.00 636,116.74 4,386,116.74
2022 750,000.00 31,873.73 781,873.73
750,000.00 31,873.73 781,873.73
3 8,915,000.00 % 2,059,391.23 L 10,974,391.23
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BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 7. MUNICIPAL DEBT (CONTINUED)

Sechedule of Annual Debt Service for Principal and Interest for Bonded Debt Issued
and Qutstanding (Continued)

Calendar Electric Utility Capital Fund

Year Principal Interest Total
2012 325,000.00 % 200,633.01 525,533.01
2013 375,000.00 187,081.73 562,081.73
2014 375,000.00 171,6806.63 546,606.63
2015 400,000.00 156,094.03 556,094.03
2016 400,000.00 139,615.09 539,615.09
1,875,000.00 854,930.49 2,729,930.49
2017 425,000.00 123,161.94 548,161.94
2018 450,000.00 105,650.00 555,650.00
2018 475,000.00 87,137.75 562,137.75
2020 500,000.00 66,845.70 566,845.70
2021 525,000.00 44 431.62 569,431.62
2.375,000.00 427 227.01 2,802,227.01
2022 550,000.00 23,376.27 573,376.27
550,000.00 23,376.27 573,376.27
4,800,000.00 $ 1,305,533.77 6,105,533.77
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BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 7. MUNICIPAL DEBT (CONTINUED)

Schedule of Annual Debt Service for Principal and Interest for Bonded Debt Issued
and Qutstanding {Continued)

Calendar Water Utility Capital Fund
Year Principal interest Total

2012 $ 128,000.00 $ 5,970.25 $ 134,970.25
2013
2014
2015
2016

129,000.00 5,070.25 134,970.25

2017
2018
2019
2020
2021

2022

$ 128,000.00 5 5970.25 3 134,970.25
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BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 7. MUNICIPAL DEBT (CONTINUED)

Schedule of Annual Debt Service for Principal and Interest for Bonded Debt Issued
and Qutstanding (Continued)

Calendar Total for all Funds - Bonds

Year Principal Interest Total
2012 3 1,424,000.00 % 543,282.75 $ 1,067,282.75
2013 1,385,000.00 496,006.25 1,881,006.25
2014 1,410,000.00 450,668.75 1,860,668.75
2015 1,075,000.00 403,343.75 1,478,343.75
2016 1,125,000,00 358,000.00 1,484 000.00
6,419,000.00 2,252, 301.50 8,671,301.50
2017 1,175,000.00 312,593.75 1,487,583.75
2018 1,200,000.00 264,125.00 1,464,125.00
2019 1,225,000.00 214,625.00 1,439,625.00
2020 1,250,000.00 162,5662.50 1,412,662.50
2021 1,275,000.00 109,437.50 1,384,437.50
6,125,000.00 1,063,343.75 7,188,343.75
2022 1,300,000.00 55,250.00 1,355,250.00
1,300,000.00 55,250.00 1,355,250.00
$ 13,844,000.00 $ 3,370,895.25 $ 17,214,895.25
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BOROQUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 7. MUNICIPAL DEBT (CONTINUED)

Schedule of Annual Debt Service for Principal and Interest for Bonded Loans lssued
and Qutstanding — New Jersey Environmental infrastructure Trust (NJEIT)

Calendar General Capital Fund

Year Principal interest Total
2012 48,095.20 % 13,131.26 61,226.46
2013 47,338.11 11,881.26 £9,219.37
2014 46,581.01 10,631.26 57,212.27
2015 45,823.92 9,381.26 55,205.18
20186 53,076.28 8,100.00 61,176.28
240,914.52 53,125.04 294.039.56
2017 52,145.04 6,562.50 58,707.54
2018 51,161.10 4,987.50 56,178.60
2019 45,690.98 3,412.50 49,103.48
2020 35,000.00 1,837.50 36,837.50
184,027.12 16,800.00 200,827.12
42494164 % 69,925.04 494 866.68

Calendar Water Utility Capital Fund

Year Principal Interest Total
2012 275,304.34 3 79,337.50 354 641.84
2013 273,070.59 72,337.50 351,408.09
2014 290.767.00 65,087.50 355,854.50
2015 294,070.59 57,337.50 351,408.09
2016 305,180.97 49,137.50 354,318.47
1,444 393.49 323,237.50 1,767,630.99
2017 212,200.41 40,425.00 252 625.41
2018 190,000.00 30,875.00 220,975.00
2019 185,000.00 21,000.00 216,000.00
2020 205,000.00 10,762.50 215,762.50
802,200.41 103,1682.50 905,362.91
2,246 59390 $ 426,400.00 2,672,893.90
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BOROUGH OF SOUTH RIVER
NOTES TO FINANGIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 7. MUNICIPAL DEBT (CONTINUED)

Schedule of Annual Debt Service for Principal and Interest for Bonded Loans Issued
and Outstanding — New Jersey Environmental infrastructure Trust (NJEIT)

{Continued)
Calendar Total for all Funds - NJEIT Loans

Year Principal Interest Total
2012 323,389.54 % g2,.468.76 415,868.30
2013 326,408.70 84,218.76 410,627.46
2014 337,348.01 75,718.76 413,066.77
2015 339,894.51 66,718.76 406,613.27
2016 358,257.25 57,237.50 415,494.75
1,685,308.01 376,362.54 2.061,670.55
2017 264,345.45 46,987.50 311,332.95
2018 241,191.10 35,962.50 277,153.60
2019 240,690.98 24,412 .50 265,103.48
2020 240,000.00 12,600.00 252.600.00
886,227.53 119,962.50 1,106,180.03
2671563554 % 496,325,04 3,167,860.58
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BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 7. MUNICIPAL DEBT (CONTINUED)

Bond Anticipation Notes

At December 31, 2011, the Borough's outstanding Bond Anticipation Notes are as

follows:
Qriginal Payment
interest  Issue Reguired
Raie Date Amount First Final
General Capital Fund 1.50% 2008 5 2,251,000.00 2011 2019
1.50% 2009 847,000.00 2012 2020
1.50% 2010 6,000,000.00 2013 2021
1.50% 2011 571,000.00 2014 2022
9,669,000.00
Electric Utility Capital Fund 1.50% 2008 % 970,000.00 2011 2019
' 1.50% 2009 396,000.00 2012 2020
1,366,000.00
Water Utility Capital Fund 1.50% 2008 % 553,000.00 2011 2019
1.50% 2009 2,282,000.00 2012 2020
1.50% 2010 575,000.00 2013 2021
3,410,000.00

$ 14,445,000.00

Bonds and Notes Authorized But Not Issued

At December 31, 2011, the Borough had authorized but not issued bonds and notes

as follows:
Funds:
General Capital $ 1,437,161.23
Electric Utility Capital 400,000.00
Parking Utility Capital None
Water Utility Capital 2,126,000.00

3 3,963,161.23
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Note 7.

Note 8.

BOROQUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

MUNICIPAL DEBT (CONTINUED)

Subsequent Event

Subsequent to year end, the Borough adopted ordinances totaling $1,067,848.31 for
various improvements which are funded by a CDBG Grant of $61,848.31, Capital
Improvement Fund of $49,000.00, Capital Fund balance of $50,000.00 and Bond
and Notes Authorized of $908,000.00.

Due to Bond Registrar/Paying Agent

The Water Utility Operating Fund Balance Sheet reflects an amount of due from
Bond Registrar/Paying Agent of $57,812.00 and due to Bond Registrar/Paying Agent
of $111,840.00. These balances represent amounts that were paid (due from) in
prior year and a liability (due to) the current year. The amounts were possibly never
invoiced properly by the Paying Agent. These amounts were being reviewed on an
ongoing basis for liquidation.

Continuing Disclosure Requirement

As a result of the General Obligation Refunding Bonds, Series 2010 and 2007
General Obligation Bond Sales, the Borough is required to comply with the Securities
and Exchange Commission Rule 15¢2-12, which is related to the Annual Continuing
Disclosure Requirement. The Borough complied with the requirement in 2011 and
2010.

DEFERRED SCHQOL DISTRICT TAXES

The Local School District Tax was raised on the school year basis and liability
deferred by statute, resulting in school tax payable set forth in liabilities computed as
follows.

The Borough of South River has elected to defer school taxes as follows:

Local School District Taxes

Balance, December 31 Increase/

2011 2010 (Decrease)
Balance of Tax" $ 6,767,509.00 $ 6,562,420.00 $ 205,089.00
Deferred 6,309,686.00 6,309,686.00 Nane
Payable $ 457,823.00 $ 252,734.00 $ 205089.00

* Required for school operations for the six-month period following December 31
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BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

Note 9. DEFERRED CHARGES TO BE RAISED IN SUCCEEDING BUDGETS

Certain expenditures are required to be deferred to budgets of succeeding years. At
December 31, 2011, the following deferred charges are shown on the various
balance sheets:

Balance to be

Balance Raised in
December 31, 2012 Budget Succeeding
2011 Appropriations Year's Budget
Parking Utility Operating Fund
(Inception Year)
(per NJSA 40:4-48)
Emergency Authorizations $ 13,000.00 $ 13,000.00 None
Total $ 13,000.00 $ 13,000.00 None

The appropriations in the 2012 Budget are not less than that required by statute.

-50 -



Note 10.

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

PENSION PLANS

Description of Systems

Substantially all of the Borough's employees participate in one of the following
contributory defined benefit public employee retirement systems which have been
established by State statute: the Public Employees' Retirement System (PERS) or
the Police and Firemen's Pension Fund (PFRS). These systems are sponsored and
administered by the New Jersey Division of Pensions and Benefits. The Public
Employees' Retirement System (PERS) and the Police and Firemen's Retirement
System (PFRS) are considered cost sharing multiple-employer plans. The PERS
and PFRS issue a publicly available financial report that includes financial
statements and required supplementary information and separate actuarial
valuations. Those reports may be obtained by writing to: State of New Jersey
Division of Pensions and Benefits, P.O. Box 295, Trenton, NJ 08625-0293 or by
visiting their website at www_state.ni.us/treasury/pensions/qasb-43-sept2008. pdf.

Public Empiovees' Retirement System

The Public Employees' Retirement System (PERS) was established January 1,
1955 under the provisions of N.J.S.A. 43:15A to provide coverage, including
post-retirement health care, to substantially all full-time employees of the State or
any county, municipality, school district or public agency provided the employee
is not a member of another State-administered retirement system. Membership
is mandatory for such employees and vesting occurs after eight to ten years of
service and twenty-five years for health care coverage. Members are eligible for
retirement at age sixty with an annual benefit generally determined to be 1/55" of
the average annual compensation for the highest three fiscal years'
compensation for each year of membership during years of creditable service.
Pension benefits for members enrolled in the system after May 21, 2010 would
be based on 1/60" of the average annual compensation for the last five (5) years
of service or any five fiscal years of membership that provide the largest benefit
to the member of the member's beneficiary. Early retirement is available to those
under age sixty with twenty-five or more years of credited service. Anyone who
retires early and is under age fifty-five receives retirement benefits as calculated
in the above-mentioned formula but at a reduced rate (one quarter of one percent
for each month the member lacks of attaining age fifty-five).

Police and Firemen's Retirement System

The Police and Firemen's Retirement System (PFRS) was established July 1,
1944 under the provisions of N.J.S.A. 43:16A to provide coverage fo substantially
all full time county and municipal police or firemen and State firemen appointed
after June 30, 1944. Membership is mandatory for such employees. Members
may opt for Service Retirement if over age 55 or Special Retirement at any age if
they have a minimum of 25 years of service or 20 years of service if enrolled in
the PFRS as of January 18, 2000. Retirement benefits vary depending on age
and years of service.
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Note 10.

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

PENSION PLANS (CONTINUED)

Contributions Required to be Made

Employee contributions for 2011 were five and one-half percent (5%%) through
September 30, 2011 and six and one-haif percent (6%4%) thereafter of the
employee's base wages for PERS and eight and one-half percent (8%2%) through
September 30, 2011 and ten percent (10%) thereafter for employee base wages for
PFRS. Employer's contributions are actuarially determined annually by the Division
of Pensions. The Borough's contributions to the plan for the past three (3} years are
as follows:

PERS
Borough
Liability
Year Normal Accrued Net Cost Employees
2011 $ 166,735.00 $ 265,681.00 $ 43241600 § 251,112.05
2010 139,813.00 179,644.00 319457.00 - 237,139.57
2009 125,034.00 144.,618.00 269,652.00 234,361.55
PFRS
Borough
Liability
Year Norma) Accrued Net Cost Employvees
2011 $ 416,800.00 § 334,206.00 $ 751,006.00 $ 267.478.70
2010 358,968.00 255,740.00 614,708.00 253,907.59
2009 324,328.00 224,408.00 548,736.00 241,163.85
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Note 11

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

POST EMPLOYMENT RETIREMENT BENEFITS

In addition to the pension benefits described in Note 7, the Borough provides post
retirement healthcare benefits for employees who retire with 25 years or more of
service and their dependents. Benefits consist of full medical coverage as if the
individuals were still employed, until they become eligible for Medicare, at which time
Medicare becomes the primary insurer and the Borough plan becomes the
secondary insurer.

Plan Description — New Jersey State Health Benefits Program (“NJSHBP")

The NJSHBP as of July 1, 2010 had “local employees” statewide of 45,739 active
and 16,901 retired for a total of 62,640 members. The Borough had 98 active
and 49 retired employees for a total of 147.

The Borough contributes to the NJSHBP, a cost-sharing, multiple-employer
defined benefit post-employment healthcare plan administered by the State of
New Jersey Division of Pensions and Benefits. NJSHBP was established in
1961 under N.J.S.A. 52:14-17.25 et seq., to provide health benefits to State
employees, retirees, and their dependents. Rules governing the operation and
administration of the program are found in Title 17, Chapter 9 of the New Jersey
Administrative Code. NJSHBP provides medical, prescription drugs, mental
health/substance abuse, and Medicare Part B reimbursement to retirees and
their covered dependents. In accordance with GASB’s 43 and 45, the NJSHBP
has been determined to be a cost-sharing multipie-employer plan. Under GASB
45, the Borough is not required nor allowed to accrue reserves to fund the
ultimate payment of the retirees health benefit obligation that is being earned.

The NJSHBP was extended to employees, retirees, and dependents of
participating local public employers in 1964. Local employers must adopt a
resolution to participate in the NJSHBP. The Borough authorized participation in
the NJSHBP’s post-retirement benefit program through resolution.

The New Jersey State Health Benefits (‘NJSHB") Commission is the executive
body established by statute to be responsible for the operation of the NJSHBP.
The State of New Jersey Division of Pensions and Benefits issues a publicly
available financial report that includes financial statements and required
supplementary information for the NJSHBP and an annual actuarial valuation
report. Those reports may be obtained by writing to: State of New Jersey
Division of Pensions and Benefits, P.O. Box 295, Trenton, NJ 08625-0285 or by
visiting their website at www.state.nj.us/treasury/pensions/qasb-43-sept2008.pdf.
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Note 11

NOTE 12

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

POST EMPLOYMENT RETIREMENT BENEFITS (CONTINUED)

Funding Policy

Participating employers are contractually required to contribute based on the
amount of premiums attributable to their retirees. Post-retirement medical
benefits under the plan have been funded on a pay-as-you-go basis since 1994,
Prior to 1994, medical benefits were funded on an actuarial basis. The NJSHB
Commission sets the employer contribution rate based on the annual required
contribution (ARC) of the employers as established in an annual rate
recommendation report.

Contributions to pay for the health premiums of participating retirees in the
NJSHBP are billed to the Borough on a monthly basis. The number of
employees covered and approximate cost for the past three years were as
follows:

Number
Fiscal Year of Employees Emplover's Cost
2011 49 $ 693,533.53
2010 48 585,667.35
2009 46 493,721.70

DEFINED CONTRIBUTION RETIREMENT PROGRAM

Description of System

The Defined Contribution Retirement Program (DCRP) was established on July
1, 2007 for certain public employees under the provisions of Chapter 92, P.L.
2007 and Chapter 103, P.L. 2007. The program provides eligible members,
with a minimum base salary of $1,500.00 or more, with a tax-sheltered, defined
contribution retirement benefit, in addition to life insurance and disability
coverage. The DCRP is jointly administered by the Division of Pensions and
Benefits and Prudential Financial.

If an eligible elected or appointed official will earn less than $5,000.00
annually, the official may choose to waive participation in the DCRP for that
office or position. This waiver is irrevocable.

This retirement program is a new pension system where the value of the
pension is based on the amount of the contribution made by the employee and
employer and adjusted for membership earnings or loses. It is a Deferred
Compensation Program where the employee has a portion of tax deferred
salary placed into an account that the employee manages through investment
options provided by the employer.

_54 -



NOTE 12

BOROUGH OF SQUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2011

DEFINED CONTRIBUTION RETIREMENT PROGRAM (CONTINUED)

Description of System (Continued)

The law requires that three classes of employees enroll in the DCRP, detailed
as follows:

All elected officials taking office on or after July 1, 2007, except that a
person who is reelected to an elected office held prior to that date without
a break in service may remain in the Public Employee's Retirement
System (PERS).

A Governor appointee with the advice and consent of the Legislature or
who serves at the pleasure of the Governor only during that Governor’s
term of office.

Other employees commencing service after July 1, 2007, pursuant to an
appointment by an elected official or elected governing body which
include the statutory untenured chief administrative officer such as the
Business Administrator, County Administrator or Municipal or County
Manager, Department Heads, Legal Counsel, Municipal or County
Engineer, Municipal Prosecutor and the Municipal Court Judge.

Notwithstanding the foregoing requirements other employees who hold a
professional license or certificate or meet other exceptions are permitted to
remain in PERS.

Contributions Required and Made

Contributions made by employees for DCRP are currently 5.5% of their base
wages. Member contributions are matched by a 3.0% employer contribution.

Contributions to the plan were as follows:

Fiscal Year Employer Employee
2011 5 308.34 3 None
2010 459.73 576.06
2009 321.14 588.48
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Note 13.

Note 14,

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

TERMINATION BENEFITS —
OTHER POST EMPLOYMENT RETIREMENT BENEFITS

The Borough grants terminal leave for all employees who retire from the Borough,
the amount due to be paid is two (2) days of terminal leave for every year of service
with the Borough subject to a minimum of ten (10) years of service. In accordance
with GASB #47, the Borough is obligated to determine the amount; however, not
required to fund or encumber the liability. The amount accrued to the benefit of the
employees as of December 31, 2011 is $470,152.32. Amounts are provided for in
the Borough's annual operating budgets to meet the obligations as they become
due.

INTERFUNDS RECEIVABLE AND PAYABLE

Interfund receivable and payable balances at December 31, 2011 were as follows:

Interfund Interfund
Receivable Payable
Current Fund $ 108,303.88
Grant Fund $ 109,303.88
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BOROUGH OF SOUTH RIVER

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2011

Note 14.

SEGMENT INFORMATION FOR UTILITY OPERATING ENTERPRISE FUNDS

The Borough of South River maintains three (3) enterprise funds that provide
electric, water and parking to the residents and businesses of the Borough.

Segment information for the year ended December 31, 2011 is as follows:

Revenue and Other ngome Realized:

QOperating Fund Balance
Appropriated

Rents

Miscellaneous

Budget Totals

Other Credits to Income:
Non-budget Revenus
Current Appropriations CGanceled
Unexpended Balance of
Appropriation Reserves Lapsed
and Encumbrances Canceled
Other

Total Revenues

Expenditures:
Operating:
Salaries and Wages
Other Expenses
Purchase of Power/Water
Capital Improvements
Debt Service
Deferred Charges and Statutory
Expenditures
Surplus - General Budget

Tatal Expenditures
Excess in Revenue
Adjustment to Income
Before Fund Balance:
Expenditures above Which are
by Statute Deferred Charges to

Budgets of Succeeding Years

Statutary Excess o Fund Balance

E

3

3

Electric
Utility

14,953,578.47
14,728.00

Parking
Utility

(Inception Year)

Water
Litility

340,257.00
3,558,123.15
98,373.00

Total Enterprise
Fund

340,257.00
18,511,701.62
113,101.00

14,988,306.47

$ 3,996,753.15

18,965,059.62

126,81567 § 5,409.14 42,454.23 175,679.04
2,925.57 46,368.72 49,295.25
1,683,760.35 161,418.86 1,845,179.21
60,084.38 §0,084.38

16,781,808.06 $ 66493.52 5§ 4,245,895.96 21,085,297.54
1,375,000.00 § 4,000.00 630,000.00 2.009,000.00
1,865,000.00 8,650.00 1,055,500.00 3,029,150.00
8,275,000.00 850,000.00 9,125,000.00
300,000.00 200,000.00 500,000.00
964,538.00 626,079.00 1,590,617.00
244,578.00 350.00 223,051.00 467,979.00
443,000.00 443,000.00
13,667,116.00 § 13,000.00 § 3,5684,630.00 17,164,746.00
3.214692.06 3§ 53,483.52 662,365.96 3,930,551.54
3 13.000.00 13,600.00

321469206 § 6649352 3,943,551.54
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BOROUGH OF SOUTH RIVER

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2011

Note 14. SEGMENT INFORMATION FOR UTILITY OPERATING ENTERPRISE FUNDS

(CONTINUED)
Electric Parking Water Total Enterprise
Utility Utility Utility Fund
{Inception Year)
Fund Balance, January 1, 2011 3 3,841,052.47 652,007.86 4,483,060.33
5 7,05574453 & 66,453.52 1,314,373.82 8,436,611.87
Decreased by:
Utilization as Anticipated Revenue 340,257.00 340,257.00
Transferred to Current Fund
as Anticipated Revenue 8 2,913,371.00 2,913,371.00
5 2.913,371.00 340,257.00 3,253,628.00
5 66,493.52 974,116.82 £,182,983.87

Fund Balance, December 31, 2011 3 4,142,373.53

-58 -




Note 15.

BOROQUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

RISK MANAGEMENT

Property and Liability Insurance

The Borough, together with other governmental units, are members of the Middlesex
County Municipal Joint Insurance Fund (the "Fund"). The Fund, which is organized
and operated pursuant to the regulatory authority of the Departments of Insurance
and Community Affairs, State of New Jersey, provides for a pooling of risks, subject
to established limits and deductibles. In addition, the Fund has obtained cost
effective reinsurance and excess liability coverages for participant local units.

For the year ended December 31, 2011, the Fund provided coverage for Property,
Boiler and Machinery, Automobile Liability, General Liability, Workmen's
Compensation, Public Employee Blanket Bond and public officials surety bond
coverage. The coverage is subject to certain policy limits and deductible amounts.
The coverage is designed to minimize the impact of any potential losses to the
Borough for matters that may have been caused or related to the Borough or its
employees.

New Jersey Unemployment Compensation Insurance

The Borough has elected to fund its New Jersey Unemployment Compensation
Insurance under the "Benefit Reimbursement Method". Under this plan, the Borough
is required to reimburse the New Jersey Unemployment Trust Fund for benefits paid
to its former employees and charged to its account with the State. The Borough is
billed quarterly for amounts due to the State. The following is a summary of Borough
contributions, employee contributions, reimbursements to the State for benefits paid
and the ending balance of the Borough's trust fund for the current and prior two

years:

Year Ended Employer Interest Amount Ending

December 31, Contributions Earned Reimbursed Balance
2011 $ 26,000.00 $ 357.57 $ 75171.84 3 66,140.42
2010 17,003.21 709.38 31,225.21 114,954.69
2009 30,779.46 None None 128,467.31
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Note 16.

Note 17.

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

DEFERRED COMPENSATION PLAN

The Borough of South River offers its employees a Deferred Compensation Plan
created in accordance with the provisions of N.J.S. 43:15B-1 et seq., and the Internal
Revenue Code, Section 457. The Plan, available to all municipal employees,
permits them to defer a portion of their salary until future years. The deferred
compensation is not available to employees until termination, retirement, death or
unforeseeable emergency.

Statutory and regulatory requirements governing the establishment and operation of
Deferred Compensation Plans have been codified in the New Jersey Administrative
Code under the reference N.J.A.C. 5:37.

The "Small Business Job Protective Act of 1996" modified several provisions of
Section 457 of the Internal Revenue Code. The most significant change in the law
related to the ownership of the fund.

The Borough of South River authorized such modifications to their plan by resolution
of the Borough Council adopted September 10, 1997.

The Deferred Compensation Plan is administered by the American Insurance
General (AlG).

LENGTH OF SERVICE AWARDS PROGRAM

On November 2, 1999, the voters of the Borough approved a referendum authorizing
the establishment of a Length of Service Awards Program (LOSAP). On November
2. 2004 the voters of the Borough approved an increase of the annual appropriation
to $112,800.00 subject to a per member minimum of $800.00 and a maximum of
$1,500.00. The LOSAP will provide tax-deferred income benefits to the active
volunteer fire fighters and first aid members who are eligible to participate.

The LOSAP funds are administered independently and distinct from the Borough and
are subjected to a review in accordance with the American Institute of Certified
Public Accounts Standards for Accounting and Review Services. A separate report
as of December 31, 2011 revealed net assets available for benefits of $645,030.61.
The Borough's contribution for December 31, 2011 is $73,211.60.
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Note 18.

BOROUGH OF SOUTH RIVER
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

CONTINGENT LIABILITIES

A. Accrued Sick Pay

The Borough's collective bargaining agreements provide for payment to
employees upon retirement for unused sick days. There are six (6) collective
bargaining agreements, which provide for amounts of payments based on the
individual agreements. The noncollective bargaining employees are subject to a
limit of one (1) day for every six (6) days accumulated and used. The total
liability, based upon the above data and limitations, is on file in the Finance
Office and amounts to $240,982.58.

. Litigation

The Borough is a party to various legal proceedings. These legal proceedings
are not likely to have an adverse financial impact on the Borough, based on
inquiry of management and the various attorneys.

. Grants

The Borough of South River participates in federal and state assisted grant
programs. These programs are subject to program compliance audits by the
grantors or their representatives. The Borough is potentially liable for
expenditures which may be disallowed pursuant to the terms of these grant
programs. Management is not aware of any material items of noncompliance
which would result in the disallowance of program expenditures.

. Reserve for State Tax Appeals

The Borough has a Reserve for State Tax Appeals at December 31, 2011 of
$05,000.00, which represents an estimate for several tax appeals that are
pending for 2011. In the event the appeals are awarded in excess of that
amount, then a charge to Fund Balance/(Operations) will be needed.
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Exhibit B-1

Sheet 1 of 2
BOROUGH OF SOUTH RIVER
CURRENT FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES. RESERVES
AND FUND BALANCE - STATUTORY BASIS
AS OF BPECEMBER 31, 2011 AND 2010
Balance Balance
December 31, December 31,
2011 2010
ASSETS
Cash and Cash Equivalents $ 3,617,697.21 $ 3,740,811.73
Receivables and Other Assets with Full Reserves:
Taxes Receivable 613,734.94 669,440.05
Tax Title Liens Receivable 149,613.83 132,592.22
Property Acquired for Taxes - Assessed Valuation 47.,800.00 47,800.00
Other Accounts Receivable:
Revenue Accounts Receivable 15,659.72 24.607.33
Deferred Charges 35,000.00
Total Current Fund $ 4,444,505.70 $ 4650,251.33
Grant Fund:
Grants Receivable $ 99,605.82 $ 62,809.19
Interfund Receivahble-
Due from Current Fund 109,303.88 5890,292.45
Total Grant Fund $ 208,999.70 % 662,101.64

R

Total Assets 4,653,505.40 $ 5,312,352.97
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Exhibit B-1

Sheet2 of 2
BOROUGH OF SQUTH RIVER
CURRENT FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES
AND FUND BALANCE - STATUTORY BASIS
AS OF DECEMBER 31, 2011 AND 2010
Balance Balance
December 31, December 31,
2011 2010
LIABILITIES, RESERVES AND
FUND BALANCE
Current Fund:
Liabilities:
Appropriation Reserves 710,265.43 3 732,384.63
Reserve for Encumbrances 387,350.43 393,414.92
Prepaid Taxes 130,594.02 83,288.22
Tax QOverpayments 10,267.09 13,832.35
Due to State of New Jersey:
Ch. 20,P.L. 1971 2254213 21,042.13
DCA Training Fees 1,651.00 1,392.00
Various Reserves 117,708.65 134,688.07
Lacal School Taxes Payable 457.823.00 252,734.00
interfunds Payable-
Due to Grant Fund 109,303.88 599,282.45
1,947,505.63 $ 2,232,168.77
Reserve for Receivables and Other Assets 826,808.49 874,439.60
Fund Balance 1,670,191.58 1,543,642.96
Total Current Fund 4,444 505.70 $ 4,650,251.33
Grant Fund:
Reserve for Grants:
Appropriated 157,007.83 $  652,568.23
Unappropriated 14,202.22 4,078.83
Reserve for Encumbrances 37,699.65 5,454.58
Total Grant Fund 208,999,70 5 662,101.64
Total Liabilities, Reserves and Fund Balance 4,653,505.40 $ 5,312,352.97




BOROQUGH CF SOUTH RIVER

CURRENT FUND

Exhibit B-2
Sheet 10f2

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE IN FUND BALANCE -

STATUTORY BASIS

FOR THE YEARS ENDED DECEMBER 31. 2011 AND 2010

Revenues and Other iIncome Realized:
Fund Balance Utilized
Misceltaneous Revenues Anticipated
State Aid
Grants
Receipts from Delinquent Taxes
Amount to be Raised by Taxation for Support
of Municipal Budget
Non-Budget Revenues
QOther Credits to Income;
Unexpended Balance of Appropriation Reserves
Lapsed and Reserve for Encumbrances Canceled
Current Appropriations Canceled
Cancellation of Reserve for State Tax Appeal
Cancellation of Prior Year Grant Appropriated and
Unappropriated Reserves
Cancellation of Prior Year Reserve for Encumbrances
Cancellation of Tax Overpayments
Taxes Aliocated to School and County Taxes

Total Income

Expenditures:
Budget and Emergency Appropriations:
Within "CAPS":
General Government
Land Use
Insurance
Public Safety
Public Works
Health and Human Services
Parks and Recreation
Utility Expense and Bulk Purchases
Sanitary Landfill
Contingent
Deferred Charges and Statutory Expenditures
Excluded from "CARS"

Public Safety
Public Works
Education - Library
Sewer
[nsurance
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3

2011

1,126,612.23
5,177,658.01
825,291.00
173,5652.82
672,115.20

B ,489,749.20
303,209.56

742,239.75
3,371.17

5,817.48

19,783,345.01

$ 37,302,961.43

$

750,800.00
63,705.00
1,559,000.00
4,162,210.00
1,886,650.00
259,407.00
442 300.00
445,000.00
530,000.00
1,500.00
1,318,321.00

210,500.00
200,000.00
561,000.00
1,186,630.00

$

2010

905,858.14
4,814,507.97
825,291.00
167,577.56
517,149.45

8,495,894.89
249,804.33

555,811.59
19,354.62
30,000.00

117,509.21
24.00

2572
18,784,585.28

35,483,393.76

753,100.00
48,105.00
1,487,520.00
4,139,460.00
1,876,150.00
259,301.00
509,650.00
385,000.00
515,000.00
2,5600.00
1,115,209.00

142,000.00
220,000.00
561,000.00
1,101,163.00
97,480.00



Exhibit B-2

BOROUGH OF SOUTH RIVER Sheet 2 of 2

CURRENT FUND
COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE IN FUND BALANCE -
STATUTORY BASIS
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010

2011 2010
Expenditures (Coniinued):
Budget and Emergency Appropriations {Continued):
Excluded from "CAPS" (Continued):
Grants 178,552.82 172,577.56
Capital Improvements 75,000.00 150,000.00
Municipal Debt Service 1,637,035.00 1,446,398.00
Deferred Charges and Statutory Expenditures 35,000.00 16,383.49
Reserve for Uncollected Taxes 750,790.97 738,942 47
County Taxes 5241,591.01 4,818,473.67
County Added and Omitted Taxes:
2011 3,272.00
2010 2,268.61
2009 501.96
Local District School Taxes 14,538,482.00 13,963,842.00
Refund of Prior Year's Revenues 672.00
Cancellation of Prior Grant Receivables 5,801.73 974.95
Prior Years Senior Citizens and Veterans Disallowed 7,252.05 5,616.45

Total Expenditures

36,049,800.58

34,629,290.16

Excess in Revenue over Expenditures 1,253,160.85 ©854,103.60
Add: Deferred Charges Which are by Statute
Charges to Budgets of Succeeding Years 35,000.00
Statutory Excess to Fund Balance 1,253,160.85 989,103.60
Fund Balance, January 1 1,543,642.96 1,460,397.50
2,796,803.81 2,449 501.10
Decreased by:
Utilized as Anticipated Revenue 1,126,612.23 905,858.14
Fund Balance, December 31 1,670,191.58 1,543,642.96
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Fund Balance Anticipated

Miscellaneous Revenues:

Licenses:

Alcoholic Beverages

Other
Fees and Permits

Fines and Costs - Municipal Court
Inierest and Costs on Taxes

Interest on Investments and Deposits
Anticipated Operating Surplus - Electric

State Aid Without Offsetting Appropriations:
Energy Receipts Tax

BOROUGH OF SOUTH RIVER

CURRENT FUND

STATEMENT OF REVENUES - STATUTORY BASIS

Consolidated Municipal Property Tax Relief Aid

Dedicated Uniform Construction Code Fees Offset with
Appropriations (N.J.S. 40A:4-36 and N.J.A.C. 5:23-4.17):

Zoning Fees

$

Special Items of Revenue with Prior Censent of the Director:

Additional Dedicated Uniform Construction Code Fees Offset with

Appropriations (N.J.S, 40A:4-36 and N.J.AC. 5:23-4.17):

Uniform Construction Code Fees

3
5

Special ltems of Revenue Offset with Appropriations:

Clean Communities Program

Municipal Alliance on Alcoholism and Drug Abuse

Alcohol Education and Rehabilitation Fund
Body Armor Replacement Fund

Violence Against Women Act Grant
Middlasex County Office on Aging Grant:

Physical

Residential Maintenance
Prosecutor's County Law Enforcement Trust
Green Communities Grant
Bulletproof Vest Partnership Grant

NJDL&PS - Division of Highway Traffic Safety

HCD - Senior Center Coordinator
Pon Authority First Responder Grant
Recycling Tonnage Grant

3
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YEAR ENDED DECEMBER 31, 2041

Exhibit B-3

Sheet10of2
Budget Excass
as or
Modified Realized {Deficit)
1,126,612.23 5 1.,126,612.23
14,000.00 % 13,705.00 (295.00)
15,000.00 10,835.00 {4,165.00}
88,000.00 109,258.58 21,258.58
333,000.00 346,207.93 13,207.93
80,000.00 1156,019.10 25,0t9.10
17,000.00 32,777.26 15,777.26
443,000.00 443.000.00
1,000,000.00 $ 1,070,802.87 70,802.87
592,997.00 $ 592,897.00
232,294.00 232,294.00
825,291.00 5 §25,291.00
15,000.00 3 10,254.50 (4,745.50)
15,000.00 $ 10,254.50 (4,745.50)
160,000.00 3 190,627.00 30,627.00
160.000.00 % 190,627.00 30,627.00
22,651.29 3 22,651.29
15,137.00 15,137.00
1,055.73 1,055.73
3,023.10 3,023.10
60,000.00 60,000.00
2,278.00 2,278.00
4,000.00 4,000.00
11,000.00 11,000.00
3,000.00 3,000.00
2,550.00 2,550.00
4,400.00 4,400.00
14,900.00 14,900.00
5,000.00 5,000.00
24,557.70 24,557.70
173,652.82 5 173,5652.82




BOROUGH OF SOUTH RIVER

CURRENT FUND
STATEMENT OF REVENUES - STATUTORY BASIS

YEAR ENDED DECEMBER 31, 2011

Special ltams of Revenue with Prior Consent of the Director:

Uniform Fire Safety Act

Host Community Benefits

Cahle Television Percentage of Revenue - 2%

Payment in Lieu of Taxes - National Church Residence -
Willet Manor

Payment in Lieu of Taxes - National Church Residence -
South River Landing

General Capital Fund Balance

Trust Other Fund Balance

Utility Operating Surplus - Electric

Recelpts from Delinquent Taxes

Amount to be Raised by Taxation for Support
of Municipal Budget:
Local Tax for Municipal Purposes
Minimum Library Tax

Budget Totals

Non-Budget Revenue

Detail:
Budyget as Adopted
Added by N.J.5.A. 40A:4.87
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Exhibit B-3

Sheet 2 of 2
Budget Excess
as or
Modified Realized {Deficit)
53,000.00 L 54,927.82 1,827.82
708,226.43 708,226.43
34,215.00 34,215.14 0.14
38,000.00 44,202.15 3,202.15
35,000.00 34 031.10 (568.80)
70,000.00 70,000.00
50,000.00 50,000.00
2,913,371.00 2.913,371.00
3,901,812.43 $ 390597364 4,161.21
650,000.00 3 672,115.20 22,115.20
7,880,239.14 $ 7,968,855.03 88,615.89
520,884 .17 520,894.17
8,401,133.31 $ B8.489,748.20 88,615.89
16,253,401.79 $ 16,464,978.46 211,576.67
303,209.56 303,209.56
16,253,401.79 $ 16,768,188.02 514,786.23

16,146,250.50

107,151.29

16,253,401.79
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BOROUGH OF SOUTH RIVER

CURRENT FUND
STATEMENT OF TAXES RECEIVABLE AND ANALYSIS

OF PROPERTY TAX LEVY

ANALYSIS OF PROPERTY TAX LEVY
Tax Yield:
General Purpose Tax
Added Taxes (54:63.1 et. seq.)
6% Penalty on Tax

TAX LEVY
Local District School Tax:
Levy, School Year July 1, 2011 to
June 30, 2012

County Taxes:
County Tax
County Open Space Preservation Tax
County Added and Omitted Taxes
(54:4-63.1 & 12 et. seq.)

Total County Taxes

Locat Tax for Municipal Purpose
Local Tax for Library Purpose
Add: Additional Tax Levied

Total Tax for Municipal Purpose

DETAIL OF PRIOR YEAR ADDED TAXES

Senior Citizens' Deductions Disallowed

- 76 -

$ 4,773,986.75
467,604.26

3,272.00

$ 7,880,239.14
520,894 .17
18,429.75

3

5

3

Exhibit B-5
Sheet 2 of 2

28,181,520.88
17,675.45
3,811.74

28,202,808.07

14,538,482.00

5,244 ,863.01

19,783,345.01

8,419,563.06

28,202 ,208.07

7,252.05

7,252.05




BOROUGH OF SOUTH RIVER

CURRENT FUND

STATEMENT OF TAX TITLE LIENS RECEIVABLE

BALANCE, DECEMBER 31, 2010

INCREASED BY
Interest and Costs Accrued to Liens
Transferred from Taxes Receivable

DECREASED BY
Cash Receipts:
Delinquent Taxes
Interest and Cost

BALANCE, DECEMBER 31, 2011

-77 -

3

$

13,350.68
5,626.77

1,174.44
690.40

$

5

b

EXHIBIT B-6

132,5692.22

18,886.45

151,478.67

1,864.84

148,613.83
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BOROUGH OF SOUTH RIVER

CURRENT FUND

STATEMENT OF LOCAL DISTRICT SCHOOL TAX

BALANCE, DECEMBER 31, 2010
Payable
Deferred School Taxes

INCREASED BY
Levy, School Year July 1, 2011 fo
June 30, 2012

DECREASED BY
Cash Disbursed

BALANCE, DECEMBER 31, 2011
Payable
Deferred School Taxes

-82-

$ 252,734.00
6,309,686.00

$ 457,823.00
6,309,686.00

3

2

$

Exhibit B-8

6,662,420.00

14,538,482.00

21,100,902.00

14,333,383.00

6,767,509.00
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TRUST AND AGENCY FUNDS
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Exhibit C-4

BOROUGH OF SOUTH RIVER
ANIMAL CONTROL TRUST FUND
STATEMENT OF RESERVE FOR ANIMAL CONTROL EXPENDITURES

BALANCE, DECEMBER 31, 2010 5 1,807.90
INCREASED BY

Dog lLicense Fees - Borough Share $ 10,254.00

Cat License Fees - Borough Share 395.00

Late Fees and Other Charges 3,271.00 13,020.00

$ 15727.90

DECREASED BY

Expenditures 3,667.00
BALANCE, DECEMBER 31, 2011 $ 12,060.80

BOROUGH LICENSE FEES COLLECTED

Year Amount

20098 % 7,515.00

2010 8,351.60
$ 15,866.60

AUDITOR'S NOTE:

R.S. 4:19-15.11

"There shall be transferred from such special account to the general funds of the Municipality
any amounts then in such account which is in excess of the total amount paid into such special
account during the last two fiscal years next preceding.”
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Exhibit C-6

BOROUGH OF SOUTH RIVER
TRUST OTHER FUND
STATEMENT OF RESERVE FOR NEW JERSEY UNEMPLOYMENT
COMPENSATION INSURANCE

BALANCE, DECEMBER 31. 2010 $ 114,954.69
INCREASED BY
Employees Contribution $ 26,000.00
interest Earned 357.57 286,357.57
3 141,312.26
DECREASED BY
Unemployment Compensation Paid 75,171.84
BALANCE, DECEMBER 31. 2011 % 66,140.42
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BOROUGH OF SOUTH RIVER
TRUST OTHER FUND
STATEMENT OF RESERVE FOR
ELECTRIC UTILITY CONSUMER DEPOSITS

BALANCE, DECEMBER 31, 2010 P 740,697.77
INCREASED BY

Deposits $ 148,445.00

Interest Earned 2,548.67

Cancelation of Outstanding Checks 1,392.20 152,385.87

$ 893,083.64

DECREASED BY
Refunded 98,881.79

BALANCE, DECEMBER 31, 2011 $ 794,201.85
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Exhibit C-8

BOROUGH OF SOUTH RIVER
TRUST OTHER FUND
LAW ENFORCEMENT TRUST FUND
STATEMENT OF RESERVE

BALANCE, DECEMBER 31, 2010 g 11,163.46
INCREASED BY

Funds Received 5.119.40
BALANCE, DECEMBER 31, 2011 % 16,282.86
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BOROUGH OF SOUTH RIVER

TRUST OTHER FUND

STATENMENT OF RESERVE FOR

TAX TITLE LIEN PREMIUM/REDEMPTION

BALANCE, DECEMBER 31, 2010

INCREASED BY
Cash Received

DECREASED BY
Refunded

BALANCE, DECEMBER 31, 2011
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Exhibit C-9

49,400.00

57,806.81

107,206.81

21,000.00

86,206.81




GENERAL CAPITAL FUND




Exhibit D-1

Sheet10of2
BORQUGH OF SCUTH RIVER
GENERAL CAPITAL FUND
CONMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES
AND FUND BALANCE - STATUTQORY BASIS
AS OF DECEMEER 31, 2011 AND 2010
Balance Balance
December 31, December 31,
2011 2010
ASSETS

Cash and Cash Equivalenis 3 5,132,729, 11 5 6,717,286.06
Intergovernmental Accounts Receivable $ 626,850,33 $ 2,000,247.08

Deferred Charges to Future Taxation:
Funded 3 0,339,041.64 $ 11,155,161.23
Unfunded ' 11,106,161.23 10,340,614.14

$ 20,446,102.87 $ 21,495775.37

Total Assets $ 26,205,682.31 $  30,213,308.51
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BOROUGH OF SOUTH RIVER

GENERAL CAPITAL FUND

COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES

AND FUND BALANCE - STATUTORY BASIS
AS OF DECEMEER 31, 2011 AND 2010

LIABILITIES, RESERVES AND

FUND BALANCE

Serial Bonds
Bond Anticipation Notes
Loans Payable

Other Liabilities and Reserves:
Capital Improvement Fund
Reserve for Encumbrances
Reserve for Fire Hoses, Appropriated

Reserve for Grants Receivable

Improvement Authorizations:
Funded
Unfunded

Fund Balance

Total Liabilities, Reserves and
Fund Balance

Balance

December 31,

2011

8,915,000.00

Exhibit D-1
Sheet 2 of 2

Balance
December 31,

2010

9,875,000.00

9,669,000.00

9,218,000.00

424,941.64

465,614.14

274,946.33
2,818,759.94
13,580.25

203,946.33
2,280,985.51

13,580.25

3,107,286.52

2,498,512.09

160,661.23

1,785,661.23

429,193.93
3,106,557.23

118,217.46
5,851,040.60

3,535,751.16

5,969,258.06

393,041.76

401,262.99

26,205,682.31

30,213,308.51

There were Bonds and Notes Authorized but not Issued of $1,437,161.23 at December 31, 2011.
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BOROUGH OF SOUTH RIVER
GENERAL CAPITAL FUND
STATEMENT OF CAPITAL IMPROVEMENT FUND

BALANCE, DECEMBER 31, 2010 $

INCREASED BY
2011 Budget Appropriation

$
DECREASED BY
Appropriated to Finance Improvement Authorizations
BALANCE DECEMBER 31. 2011 $
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Exhibit D-9

203,946.33

75,000.00

278,946.33

4,000.00

274,946.33
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UTILITY OPERATING FUNDS - COMBINED STATEMENTS
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ELECTRIC UTILITY OPERATING FUND




BORQOUGH OF SOUTH RIVER

ELECTRIC UTILITY OPERATING FUND

Exhibit EE-1

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE [N FUND BALANCE -

STATUTORY BASIS

| REVENUE AND OTHER INCOME REALIZED

Electric Charges
Electric Capital Fund Balance
Other Credits to Income:
Non-Budget Revenue
Current Appropriations Canceled
Unexpended Balance of Appropriation Reserves
|.apsed and Reserve for Encumbrances Canceled
Cancellation of Intergovernmental Accounts Payable

Total Income
EXPENDITURES
Budget Appropriations:
QOperating
Capital Improvements
Debt Service
Deferred Charges and Statutory Expenditures
Surplus - General Budget
Total Expenditures
Statutory Excess to Fund Balance
Fund Balance, January 1
Decreased By:

Transferred to Current Fund as Anticipated Revenue

Fund Balance, December 31

111 -

Year 2011
14,953,578.47
14,728.00

126,8156.67
2,925.57

1,683,760.35

Year 2010
$ 15,054,835.42
18,572.00

71,713.96
8,121.83

1,633,533.21
112.50

16,781,808.06

$ 16,786,988.92

11,615,000.00
300,000.00
964,538.00
244,578.00
443,000.00

$ 11,5644,800.00
125,000.00
967,691.00
212,150.00
443,000.00

13,567,116.00

$ 13,292,641.00

321469206 § 3,494,347.92
3,841,052.47 3,050,704.55
7,055,744.53 § 6,545,052.47
2,913,371.00 $ 2,704,000.00
4142,373.53 $ 3,841,052.47




BOROUGH OF SOUTH RIVER

ELECTRIC UTILITY OPERATING FUND

STATEMENT OF REVENUES - STATUTORY BASIS

YEAR ENDED DECEMBER 31, 2011

Eleciric Charges
Electric Capital Fund Balance

Non-Budget Revenue

ANALYSIS OF REALIZED REVENUE

Electric Charges:
Consumer Accotnts Receivable
State of New Jersey Lifeline

Non-Budget Revenue;
Interest on Investments
Interest on Delinquent Rents
Connection Fees
Refund of Prior Years Expenditures
Payment Plan Fees
Turn On/Oif Fees
Returned Check Fees

Anticipated

$ 13,552,388.00
14,728.00

Realized

$ 14,953,578.47
14,728.00

Exhibit EE-2

Excess/

(Deficit)

$ 1,401,190.47

$ 13,567,116.00

$ 14,968,306.47

126,815.67

$ 1,401,190.47

126,815.67

$ 13,567,116.00

$ 15,095,122.14

$ 1,528,006.14

- 112 -

Total

$ 14,913,978.47
39,600.00

$ 14,953,578.47

$ 20,662.09
13,077.95
29,504.00
42,158.63

183.00
17,650.00
2,680.00

$  126,815.67
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BOROUGH OF SOUTH RIVER

ELECTRIC UTILITY OPERATING FUND

Exhibit EE-4

STATEMENT OF CONSUMER ACCOUNTS RECEIVABLE

BALANCE, DECEMBER 31, 2010

INCREASED BY
Electric Charges Levied

DECREASED BY
Collections
State of New Jersey Lifeline Credits
Municipal Lifeline
Consumer Overpayments Applied
Transferred to Consumer Liens Receivable

BALANCE, DECEMBER 31, 2011

STATEMENT OF CONSUMER LIENS RECEIVABLE

$ 14,766,804.11
39,600.00
35,149.28
147,174.36
4,188.17

$ 1,576,700.24

14,744,412.76

$ 16,321,113.00

14,992,915.93

BALANCE, DECEMBER 31, 2010

INCREASED BY
Transferred from Consumer Accounts Receivable

DECREASED BY
Adjustment

BALANCE, DECEMBER 31, 2011

Detail of Balance:
Consumer Accounts Receivable

114 -

$ 5,102.72

5102.72

$ 1,328,197.07

Exhibit EE-5

63 971.39
4,188.17

3 5,159.56
56.84

$ 5,102.72
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BOROUGH OF SOUTH RIVER
ELECTRIC UTILITY OPERATING FUND

Exhibit EE-7

STATEMENT OF ACCRUED INTEREST ON BONDS AND NOTES

BALANCE, DECEMBER 31, 2010

INCREASED BY
Budget Appropriation;
Interest on Bonds
Interest on Notes

DECREASED BY
Cash Disbursed

BALANCE, DECEMBER 31, 2011

ANALYSIS OF ACCRUED INTEREST - DECEMBER 31. 2011

Cutstanding
December 31, Interest
2011 Rate From
Serial Bonds, 2007 $ 4,800,000.00 Var. 12/1/12011

Bond Anticipation Notes 1,366,000.00 1.50% 12/20/2011

- 116 -

$ 217,537.24

32,075.19

To

12/31/2011

12/31/2011

3 19,673.62

249812.43

$ 269,286.05

251,048.88

$ 1733717

Period Amount
1 Months $ 16,711.09
11Days  __ 626.08

$ _17,337.17



PARKING UTILITY OPERATING FUND




BOROUGH OF SQUTH RIVER

PARKING UTILITY OPERATING FUND

Exhibit EP-1

STATEMENT OF OPERATIONS AND CHANGE IN FUND BALANCE -

STATUTORY BASIS

REVENUE AND OTHER INCOME REALIZED

Other Credits to [ncome:
Non Budget Revenues
Transfer from South River Parking Authority from Dissolution
Total Income
EXPENDITURES
Budget Appropriations:
Operating
Deferred Charges and Statutory Expenditures
Total Expenditures
Excess in Revenue over Expenditures
Adjustments to income Before Fund Balance:
Expenditures Above which are by Statute Deferred
Charges to Budgets of Succeeding Years
Statutory Excess to Fund Balance

Fund Balance, January 1

Fund Balance, December 31

117 -

Year 2011

{Inception Year)

3

6,409.14

_ 6008438

66,493 .52

12,650.00

350.00

13,000.00

53,493.52

13,000.00

66,493.52

None

66,493.52



Exhibit EP-2

BOROUGH OF SQUTH RIVER
PARKING UTILITY OPERATING FUND
STATEMENT OF REVENUES - STATUTORY BASIS
YEAR ENDED DECEMBER 31, 2011

Excess/
Realized (Deficit)
Non-Budget Revenue $ 6,409.14 3 6,409.14

$ 6,409.14 $ 6,409.14

ANALYSIS OF REALIZED REVENUE Total
Non Budget Revenues:
Interest on Investments 3 33.34
Parking Meters 5525.80
Parking Permits 850.00
$ 6,409.14
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WATER UTILITY OPERATING FUND




BOROUGH OF SOUTH RIVER

WATER UTILITY OPERATING FUND

Exhibit EW-1

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE IN FUND BALANCE -

STATUTORY BASIS

REVENUE AND QTHER INCOME REALIZED

Fund Balance Utilized
Water Rents
Water Capital Fund Balance
Other Credits to Income:
Non Budget Revenues
Current Appropriations Canceled
Unexpended Balance of Appropriation Reserves
Lapsed and Encumbrances Payable Canceled
Cancellation of Due to Vendor

Total Income

EXPENDITURES

Budget Appropriations:
Operating
Capital Improvements
Debt Service
Deferred Charges and Statutory Expenditures
Total Expenditures
Excess in Revenue over Expenditures
Adjustments to Income Before Fund Balance:
Expenditures Above which are by Statute Deferred
Charges to Budgets of Succeeding Years
Statutory Excess to Fund Balance
Fund Balance, January 1
Decreased By:

Utilization as Anticipated Revenue

Fund Batance, December 31

-120 -

$

Year 2011 Year 2010
340,257.00 5 253,787.00
3,558,123.15 3,428,587.05
08,373.00 21,575.00
42 454.23 14,121.63
46,369,72 52,754.59
161,418.86 166,900.09
416.30
4,246,995.96 3,938,141.66
2,535,5600.00 2,577,000.00
200,000.00 190,000.00
626,079.00 604,101.00
223,051.00 125,261.00
3,584,630.00 3,496,362.00
662,365.96 444,779.66
75,000.00
662,365.96 516,779.66
652,007.88 388,015.20
1,314,373.82 005,794.868
340,257.00 253,787.00
974,116.82 652,007.86




BOROUGH OF SOUTH RIVER

WATER UTILITY OPERATING FUND

STATEMENT OF REVENUES - STATUTORY BASIS

YEAR ENDED DECEMBER 31, 2011

Operating Fund Balance Anticipated
Water Rents - Basic
Water Capital Fund Balance

Non-Budget Revenue

ANALYSIS OF REALIZED REVENUE

Water Rents:
Co_nsumer Accounts Receivable

Non Budget Revenues:
Interest on Investments
Connection Fees
Meter Installation
Tap Fees
Tum Off Fees
Bounced Check Fees
Payment Plan Fees
Refund of Prior Years Expenditures

Excess/
Anticipated Realized {Deficit)
$ 340,257.00 $ 340,257.00
3,146,000.00 3,558,123.15 $ 412,123.15
98,373.00 98,373.00
$ 3,584,630.00 $ 3,996,753.15 $ 412,123.15
42 45423 42 454 23
$ 3,584,630.00 $ 4039,207.38 $ 454,577.38
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Total

$ 3,558,123.15

$ 4,722.05
17,112.00
7,152.44
202.90
6,625.00
660.00

80.00

5,899.84

$ 42,454.23
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BOROUGH OF SOUTH RIVER

WATER UTILITY OPERATING FUND

STATEMENT OF CONSUMER ACCOUNTS RECEIVABL

BALANCE, DECEMBER 31, 2010

INCREASED BY
Water Charges Levied

DECREASED BY
Collections
Consumer Qverpayments Applied
Transfer to Consumer Lien Receivable

BALANCE. DECEMBER 31, 2011

STATEMENT OF CONSUMER LIENS RECEIVABLE

$ 3,474,274.87

83,848.28
250.32

BALANCE, DECEMBER 31, 2010

INCREASED BY
Transfer from Consumer Accounts
Receivable
Interest and Costs

DECREASED BY
Adjustments

BALANCE, DECEMBER 31, 2011

Detail of Balance:
Consumer Accounts Receivable
interest and Costs

$ 250.32
17.07

$ 1,205.34
128.15

$ 1,333.49
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$

Exhibit EWW-4

554,608.66

3,477,710.35

$ 4,032,319.01

$

3,658,373.47

473,945.54

Exhibit EW-5

1,347.33

267.39

1,614.72

281.23

1,333.48
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Exhibit EW-7

BOROQOUGH OF SOUTH RIVER
WATER UTILITY OPERATING FUND
STATEMENT OF ACCRUED INTEREST ON BONDS, NOTES AND LOANS

BALANCE, DECEMBER 31, 2010 $ 38,824.50
INCREASED BY
Budget Appropriation:
Interest on Bonds 3 14,119.31
Interest on Notes 51,472.49
Interest on Loan 40,733.60 106,325.40
$ 145,149.90
DECREASED BY
Cash Disbursed $ 108,352.16
Due to Bondholders 1,680.00 110,032.16
BALANCE, DECEMBER 31, 2011 $ 35117.74

ANALYSIS OF ACCRUED INTEREST - DECEMBER 31, 2011

Qutstanding
December 31, Interest
2011 Rate From To Period Amount

Serial Bonds, 1977 3 44,000.00 5.600% 121/2011 1213112011 1 Menth  $ 205.33

Serial Bonds, 2007 85,000.00 4,125% 121172011 1213172011 1 Month 292.19
NJ Environmental
Infrastructure Trust -
2000 1,540,000.00 Var, 8/M1/2011 12/31/2011 5 Months 33,057.30
Bond Anticipation
Notes 3,410,000.00 1.50% 12120/2011 12/31/2011 11 Days 1,562.92
$_35117.74
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UTILITY CAPITAL FUNDS - COMBINED STATEMENTS
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ELECTRIC UTILITY CAPITAL FUND
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BORCUGH OF SOUTH RIVER
ELECTRIC UTILITY CAPITAL FUND
STATEMENT OF FIXED CAPITAL

BALANCE, DECEMBER 31, 2010 §

INCREASED BY
Transferred from Fixed Capital Autharized

11,873,915.39

and Uncompleted §  1,375672.47
Adjustment for Budget Expenditure Capital Qutiay:
2010 Appropriation Reserves 9,651.95
2011 Appropriation 48,788.00 1,434.912.12
BALANCE, DECEMBER 31, 2011 5§ 13,408,827.51
Detail:
Miscellaneous intapgible, Plant § 1,100.00
Land and Land Rights 5,685.00
Structures and Improvement, Distribution Plant 281,161.69
Internal Combustion Engines 650,836.49
Generators 136,077.19
Accessory Electric Equipment §6,355.56
Miscellaneous Power Plani Equiprnent 45,054.60
Structures and Improvements 31,330.06
Statien Equipment 58,206.53
Poles, Towers and Fixtures 125,679.21
Overhead Conductars and Devices 237,508.78
Line Transformers 303,628.00
Sarvices 102,042.40
Meters 159,621.30
Street Lighting and Signal System 88,801.11
Yard Lighting 52.47
Land and Land Rights, General Plant 5,482.24
Structures and Improvements, General Plant 74,398.42
Office Furniture and Equipment 42,831.23
Transportation Equipment 63,172.21
Store Equipment 1,125.54
Taols and Wark Equipment 13,851.02
Laboratory Equipment 2,227.60
Power Operated Equipment 7,758.1
Communications Equipment B,628.47
Fire Alarm and Safety Equipmant 483.32
Construction of Additions, Extensions and improvement
to the Existing Etectrical System 1,800,667.84
Appurtenant Equipment for Willett Avenue Sub-Station 187,500.00
Dump Trucks and Scavenger Truck 69,315.22
Compuier 32,774.03
Bay Lifts 59,743.92
Heating System 46,500.00
Gas Tanks 22,000.00
Improvement to Willett Avenue Sub-Station 86,277.70
Installation and Purchase of Street Lights 24,717.63
Acguisition of & Stump Grindar 7,993.64
Improvement fo Electrical System 79,937.74
199& Capital Outlay 48,515.00
Asguisition of & Bucket Truck 158,980.00
Acquisition and Installation of Radio Communication Equipment 116,975.29
Improvement to the Electrical System 157,036.27
Acquisition and Installation of an Electric Transformer 424 551.80
Repairs and Rebuilding of an Etectric Transformer 228,397.79
Renovations to the Gordon Street Administraiion Building 380,136.97
Acquisition of Utility Vehicles 261,345.09
Improvements te Willett Avenue Substation 4,973,492.03
Acquisition and Installation of Electric Meters 1,375,572.17
2005 Capitai Outlay - Appropriation 58,989.00
2008 Capital Outlay - Appropriation 7,930.00
2008 Capital Cutlay - Aparopriation 48,937.69
2010 Capital Qutlay - Appropriation 25,974.08
2010 Capital Outlay - Apprapriation Reserves 9,551.85
49,788.00

2011 Capital Ouliay - Appropriation
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Exhibit FE-7

BOROUGH OF SOUTH RIVER
ELECTRIC UTILITY CAPITAL FUND
STATEMENT OF CAPITAL IMPROVEMENT FUND

BALANCE, DECEMBER 31, 2010 $ 628,903.15
INCREASED BY

2011 Budget Appropriation 25,000.00
BALANCE, DECEMBER 31, 2011 $ 653,803.15

- 134 -



Exhibit FE-8

BOROUGH OF SOUTH RIVER
ELECTRIC UTILITY CAPITAL FUND
STATEMENT OF BONDS AND NOTES AUTHORIZED BUT NOT ISSUED

Balance
December 31,
2010
Ordinance Improvement and
Number Authorizations 2011

03-35/06-42 Acquisition and Installation of Electric Meters $ 400,000.00

$ 400,000.00
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PARKING UTILITY CAPITAL FUND
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BOROUGH OF SQUTH RIVER
PARKING UTILITY CAPITAL FUND
STATEMENT OF FIXED CAPITAL

Exhibit FP-2

INCREASED BY
Transferred from South River Parking Authority $ 71,175.46
BALANCE, DECEMBER 31. 2011 5 71,175.46
Detail:
Land, Off-Street Parking Facilities 3 £68,975.46
Meters and Machine 2,200.00 71,175.46
$ 71,175.46
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WATER UTILITY CAPITAL FUND
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BOROUGH OF SOUTH RIVER
WATER UTILITY CAPITAL FUND
STATEMENT OF FIXED CAPITAL

BALANCE DECEMBER 31, 2010 § 11,282,192.52
INCREASED BY
Transferred from Fixed Capital Authorized and Uncompleted $ 3,079,282.52
Adjustment for Budget Expenditura Capital Outiay:
2010 Apprepriation Reserves 12,278.08
2011 Appropriation 57,082.50 3,188,654.07
BALANCE DECEMBER 31, 2011 $ _14,480,844.59
Detail:
Land and Land Rights S 12,200.00
Wells and Springs 54,738.27
infiltration Galleries and Tunnels 2971210
Supply Mains 11,540.89
Water Drilling Clearing Acsount 27,644 40
Structures and Imprevements, Pumping Plant 276,004.81
Electrie Pumnping Equipment 453,998,71
Structures and improvements, Water Treatment Plant 5,284.23
Water Treatment Equipment 9,803.77
Distribution Reservairs and Standpipes 354,658.,23
Transmission and Mains . 831,212,186
Services 1,448.95
Hydrants 41,202,168
Structures and improvaments, General Plant B,194.16
Office Furniture and Equipment 5,620.02
Transportation Equipment 3,363.24
Laboratory Eguipment 1,138.84
Miscellaneous 1,195.15
Tools, Shop and Garage Equipment 1,848,31
Power Operating Equipment 16,895.85
Communications Equipment 124,00
Meters 5,878.09
impravemenits to Water System 537,685.30
Canstruction of a Water Treatment Plant - 1,657,321.41
Canstruction of Watar Transmission Lines 175,815.00
improvemeants to Well #2 34,750.00
Construction of Water Improvements and Purchase of Back Hoe 45,000.00
Water Main Improvemsanis 24,825.89
Cleaning of Water Lines and Painting of Water Tank 47,436,686
Computer 23,343.63
Dump and Scavenger Trucks 44,909.94
Sewer Jet 21,782.58
Gas Tanks 58,000.00
Rehabilitation of Well #2 100,283.21
Rehabilitation of Appleby Tank 72,810,32
Rehabilitation of Well #6 72,117.96
impravements ta the Watar System 6540,000.00
Various Water Improvemenis 23,857.18
Various Water Improvemenis 7,745,00
Rehabilitation and improvement to Water Tank 262,343.85
Rehabilitation of the Water System - Phases [ and 1l 4,283,417.83
Water Main Repair Aleng Focthills Drive 55,800.27
Acquisition and Installation of Radio Communication Equipment 77,697.30
Renovations to the Gerdon Street Administration Building 246,581.66
Repiacement of the Lime Fead System 108,015.09
Extension of Water Main - Hillside Avenue Section Il 72,446,865
Resuriacing and Upgrading of Appieby Storage Tank 1,759,288.27
Improvements to the Water Treatment Plant 1,319,894.25
2004 Capital Outiay - Appropriation Resaerves 30,835.00
2005 Capital Qutlay - Appropriation 44,617.59
2006 Capital Qutlay - Appropriation 50,487.57
2007 Capital CGutlay - Appropriation 7,439.00
2008 Capital Outlay - Appropriation 77,726.47
2008 Capital Outlay - Approgriation 30,945.04
2009 Capital Ouilay - Appropriation Reserves 42,439.71
2010 Capital Outlay - Appropriatian 111,818.77
2010 Capital Qutlay - Appropriation Reserves . 12,279.08
2014 Capital Quilay - Appropriation 97,092.50

5 1448084850
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BOROUGH OF SOUTH RIVER

WATER UTILITY CAPITAL FUND

STATEMENT OF LOANS PAYABLE -

NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST

Amount of
Date Original
Purpose of Issue lssue
Water System
Improvements -

State Portion

Water System
Improvements -
Federal Portion

11/01/00 § 2,620,000.00

11/01/00 § 2,637,500.00

Maturities of
Loans Outstanding
December 31, 2011

Daie

Exhibit FW-6

Balance Balance
Interest December 31, December 31,
Amount Rate 2010 Decreased by 2011

08/01412 § 140,000.00

08/01/13
08/01H4
08/01415
08/0116
08/0117
0s/01M18
08/0119
08/01/20

02101112
oBr1M2
02/01M13
08/01/13
02/0114
a8/0114
02/01115
08/01115
02/0116
08/01/16
02/01117
08/01117

145,000.00
155,000.00
160,000.00
170,000.00
150,000.00
1580,000.00
195,000.00
205,000.00

2447075
110,833.58
22,311.68
111,758.91
20,075.50
115,681.50
17,685.10
116,385.49
15,155.90
120,625.07
12,468.63
18,731.78
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5.00%
5.00%
5.00%
5.125%
5.125%
5.250%
5.250%
5.250%
5.250%

$ 1,675,000.00 §$ 135,000.00

$ 1,540,000.00

§_1,675,000.00 § _135,000.00

% 1,540.000.00

§ 84297778 § 136,383.88

§ 706,593.90

§ B42977.78 % _136,383.88

% 706,593.80

$§ 2,517,977.78 5 _271,383.88

$ 2,246,5693.90
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Exhibit FW-8

BOROUGH OF SOUTH RIVER
WATER UTILITY CAPITAL FUND
STATEMENT OF CAPITAL IMPROVEMENT FUND

BALANCE, DECEMBER 31, 2010 $ 111,450.63
INCREASED BY

2011 Budget Appropriation 50,000.00
BALANCE, DECEMBER 31, 2011 3 161,450.63

- 145 -



Exhibit FW-9

BOROUGH OF SOUTH RIVER
WATER UTILITY CAPITAL FUND
STATEMENT OF BONDS AND NOTES AUTHORIZED BUT NOT ISSUED

Balance

December 31,

2010

Ordinance Improvement and

Number Authorizations 2011
03-18/08-26/ Resurfacing and Upgrading of the $ 24,000.00

(08-48/10-18 Appleby Water Storage Tower

03-36/06-43 Acquisition and Installation of Water Meters 2,017,000.00
85,000.00

10-10 Water System Improvements

$ 2,126,000.00
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GENERAL FIXED ASSETS ACCOUNT




BOROQUGH OF SOUTH RIVER

GENERAL FIXED ASSETS ACCOUNT

Exhibit G-1

COMPARATIVE STATENMENTS OF GENERAL FIXED ASSETS

General Fixed Assets:
Land
Buildings
Vehicles
Equipment

Investment in General Fixed Assets

- 147 -

Balance
December 31,
2011

$ 4,772,316.00
8,869,935.00
6,458,286.31
779,044.19

$ 20,879,581.50

$ 20,879,581.50

Balance
December 31,
2010

$ 4,772,316.00
8,869,935.00
6,294,892.66
698,319.93

$ 20,635463.59

$ 20,635,463.59




STATISTICAL SECTION
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Exhibit H-3

BOROUGH OF SQUTH RIVER
PARKING UTILITY OPERATING FUND
EXPENDITURES BY FUNCTION
FOR THE LAST FISCAL YEAR
(ABSTRACTED FROM ANNUAL AUDIT OF BOROUGH RECORDS)

Fiscal Year

Function \ 2011
Operating $ 12,650.00
Deferred Charges and Statutory Expenditures 350.00
$  13,000.00

* GASB requires that ten years of statistical data be presented. Beginning in FY
2011 only statistical data for one (1) year was presented since the Parking Utility
was established in 2011. Each year thereaiter, an additional year's data will be
included until ten years of data is presented.
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BOROUGH OF SOUTH RIVER

PROPERTY TAX RATES

PER $100 OF ASSESSED VALUATION

FOR THE LAST TEN (10) FISCAL YEARS

Exhibit H-6

Delinquent

County Collection Taxes as

Beorough Open Rates Percent

Year Regular Library School Reqular  Space Total Current of Levy
2011 % 1.863 $ 0123 $ 3439 § 1130 § 0.111 £.666 97.58% 2.71%
2010 1.987 3.281 1.057 0.076 6.401 97.37% 2.94%
2009 1.938 3.145 1.047 0.119 6.249 97.92% 2.33%
2008 1.945 3.137 1.034 0.121 6.237 97.41% 2.74%
2007 1.626 3.144 0.965 0.115 5.850 98.10% 2.11%
2006 1.548 3.015 0.868 0.099 5.530 97.82% 2.22%
2005 1.477 2.787 0.819 0.087 5170 98.56% 1.64%
2004 1.252 2.510 0.822 0.076 4.660 98.54% 1.68%
2003 1.185 2.409 0.778 0.068 4.450 97.93% 2.78%
2002 1.148 2.366 - 0.735 0.081 4.310 98.05% 2.83%

Source: Tax Collector.
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Exhibit H-7

BOROUGH OF SOUTH RIVER
MUNICIPAL PROPERTY TAX LEVIES AND COLLECTIONS
FOR THE LAST TEN (10} FISCAL YEARS

Year Ended Total Current Tax Percentage
December 31, Tax Levy Collections of Collections
2011 $ 28,202,908.07 $ 27,522,627.54 97.58%
2010 27,258,681.92 26,541,537.70 97.37%
2009 26,694,630.46 26,140,465.75 97.92%
2008 26,615,158.87 25,925,228.93 97.41%
2007 24,964,954 .51 24,490,127.33 98.10%
2006 23,581,041.91 23,066,888.76 97.82%
2005 22,161,429.88 21,842,889.76 98.56%
2004 19,876,318.60 19,585,552.15 98.54%
2003 18,903,296.03 18,511,958.96 97.93%
2002 18,241,822.90 17,886,154.74 98.05%
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Year Ended

December 31,

2011

2010

2009

2008

2007

2006

2005

2004

2003

2002

BOROUGH OF SQUTH RIVER

DELINQUENT TAXES AND TAX TiTLE LIENS

FOR THE LAST TEN (10) FISCAL YEARS

Amount of

Tax Title Liens

$ 149,613.83

132,592.22
106,975.25
50,301.80
55,090.92
45,259.86
50,099.98
50,663.02
121,288.86

160,985.09

Amount of
Delinquent

Taxes

$ 613,734.94

669,440.05
515,816.70
680,019.42
469,438.26
477,204.08
314,175.07
283,052.10
405,089.10

355,334.48
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Total Percentage

Delinquent of Tax Levy
$ 763,348.77 2.71%
802,032.27 2.94%
622,791.95 2.33%
730,321.22 2.74%
524,529.18 2.11%
522,463.94 2.22%
364,275.05 1.64%
333,7156.12 1.68%
526,377.96 2.78%
516,319.57 2.83%



BOROUGH OF SOUTH RIVER

Exhibit H-9

ASSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY

Year Ended
December 31,

FOR THE LAST TEN (10) FISCAL YEARS

2011

2010

2008

2008

2007

2006

2005

2004

2003

2002

Aggregate

Assessed

Valuations
of Real

Property

$ 422,492,500
425,276,000
426,503,200
426,344,400
426,021,600
425,531,400
426,946,300
425,288,200
423,222,700

421,749,500

Estimated

Full Cash

Valuations
1,441,461,958
1,562,365,907
1,616,767,248
1,674,565,583
1,710,243,276
1,592,557,635
1,382,150,534
1,207,861,971

1,058,321,330

917,844,396

Percentage of
Net Assessed
to Estimated
Full Cash
Valuations

29.31%

27.22%

26.38%

25.46%

24.91%

26.72%

30.89%

35.21%

39.99%

45.95%

Source: Table of Equalized Valuations, State of New Jersey, Division of Taxation.
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BORQUGH OF SOUTH RIVER

SCHEDULE OF TEN LARGEST TAXPAYERS

Taxpayer
LIT Northend, LLC

Lighthouse South River LG LLC
Emmess Apts., Ltd.

East Coast Village Green Apartments
425 Whitehead, LLC

Felmore Associates

MBCB Realty Family LTD Partnership
Sherwood Court

Patrick and Barbara DiNicola

Rite Aid

Sherwood Court

Source: Municipal Tax Collector.

Assessed
Value - 2011

12,208,700
2,350,000
1,671,400
1,200,000

980,000
700,000
662,400
633,100
622,500
575,700

$

21,603,800
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Exhibit H-10

As a Percent
of Net Assessed
Valuation Taxable

2.89%
0.56%
0.40%
0.28%
0.23%
0.17%
0.16%
0.15%
0.15%
0.14%

5.12%



BOROUGH OF SOUTH RIVER
COMPUTATION OF LEGAL DEBT MARGIN

FOR THE FISCAL YEAR ENDED DECEMBER 31, 2011

Average Equalized Valuation

Borrowing Margin - 3%% of Average Equalized Valuation Basis
Net Debt

Remaining Borrowing Power

Gross
Debt Deductions
Municipal Debt - Borough of
South River $ 58,782,261.77 $ 38,336,158.90

Overlapping Debt Apportioned to the Municipality:
County of Middlesex ($639,968,209 at 1.4799) (1}

Source: (1) County of Middlesex Director of Finance.
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$ 1,540,198,371.00

$

53,906,942.99

20,446,102.87

33,460,840.12

Net
Debt

20,446,102.87

9,795,021.00

30,241,123.87
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Exhibit H-14

BOROUGH OF SOUTH RIVER
CALCULATION OF "SELF-LIQUIDATING PURPOSE" PER N.J.S. 40A:2-45
ELECTRIC UTILITY OPERATING FUND

Cash Receipts from Fees, Rents and Other Charges $ 15,050,100.51
Deductions:
Operating and Maintenance Cost $ 11,859,578.00
Debt Service 961,612.43
Total Deductions 12,821,190.43
Excess in Revenues $ 2,228,910.08
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Exhibit H-15

BOROUGH OF SOUTH RIVER
GALCULATION OF "SELF-LIQUIDATING PURPOSE" PER N.J.S. 40A:2-45
PARKING UTILITY OPERATING FUND
(INCEPTION YEAR)

Cash Receipts from Fees, Rents and Other Charges $ 6,409.14
Deductions:
Operating and Maintenance Cost $ 13,000.00
Debt Service None
Total Deductions 13,000.00
Excess/(Deficit) in Revenues L3 (6,590.86)
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Exhibit H-16

BOROUGH OF SOUTH RIVER
CALCULATION OF "SELF-LIQUIDATING PURPOSE" PER N.J.S. 40A:2-45
WATER UTILITY OPERATING FUND

Cash Receipts from Fees, Rents and Other Charges $ 4,032,567.54
Deductions:
Operating and Maintenance Cost $ 2,683,551.00
Debt Service 579,700.28
Total Deductions 3,263,260.28
Excess in Revenues $ 769,307.26
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BOROUGH OF SOUTH RIVER

DEMOGRAPHIC STATISTICS

FOR THE LAST TEN (10) FISCAL YEARS

Year Ended
December 31, Population
2011 16,008
2010 16,008
2009 15,322
2008 15,322
2007 15,322
2006 15,322
2005 15,322
2004 15,322
2003 15,322
2002 15,322

(1) 2010 U.S. Census.
(2) 2000 Census
(

3) NJ Department of Labor
(4) Borough Tax Collector's Office

(1)
(1)
@)
@)
2)
)
(2)
(2)
2)
(@)

UNAUDITED

Unemployment

Rate
11.6%
11.9%
11.9%
7.7%
5.8%
6.6%
6.5%
5.1%
6.1%

6.2%
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3)

Housing
Unit

Counts (4)
4,425
4,426
4418
4,409
4,410
4,405
4,406
4,409

4,405

4,403

Exhibit H-17

Per Capita
Income

$ NA
N/A
N/A
N/A
N/A
N/A
N/A
N/A
23,684 (2)

23,684 (2)



Exhibit H-18

BOROUGH OF SOUTH RIVER
MISCELLANEOUS STATISTICS
DECEMBER 31, 2011

Date of Incorporation 1898

Form of Government Borough

Area _ 2.87 square miles
Full Time Part Time

Employees:

Administrative 21 9
Police 39 7
Crossing Guards 14
Public Works 34 2
Parks and Recreation 8 26
Volunteer Firemen 100
Emergency Medical Service - Volunteers 30
Other (part time employees) 13
Total Employees 100 201

Source: Borough Records.
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AUDITOR'S COMMENTS AND RECOMMENDATIONS




GENERAL COMMENTS
DECEMBER 31, 2011

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

N.J.S. 40A:11-4 states "every contract or agreement, for the performance of any work or the
furnishing or hiring of any materials or supplies, the cost or the contract price whereof is to be
paid with or out of public funds not included within the terms of Section 3 of this act, shall be
made or awarded only after public advertising for bids and bidding therefore, except as is
provided otherwise in this act or specifically by any other law. No work, materials or supplies
shall be undertaken, acquired or furnished for a sum exceeding in the aggregate of $17,500.00,
due to the absence of a Qualified Purchasing Agent (QPA), except by contract or agreement.”

The Governing Body of the Municipality has the responsibility of determining whether the
expenditures in any category will exceed $17,500.00 within the fiscal year. Where questions
arise as to whether any contract or agreement might result in violation of the statute, the
Borough Attorney's opinion should be sought before a commitment is made.

The minutes indicate that bids were requested by public advertising for the following items:

Library Renovation/Addition Utility Billing Services

Sewer Jet Vac with A Catch Basin Cleaner Installation of Improvements to Leonardine Park
Hydraulic Digger Derrick 911 Dispatch Communication Center Furniture
Electric Utility Department Materials Janitorial Services

Property Maintenance Electric Utility Shed

Preventative Maintenance to Willett Avenue

In addition, the following items were purchased under State Contract:

Fire Equipment Three (3) New Police Cars

Tires Gasoline and Fuel Oil

Purchase of Copymachines 911 Dispatch Communication Center Furniture
Lights for Police Vehicles Police Equipment

Computer Hardware and Software
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GENERAL COMMENTS (CONTINUED)
DECEMBER 31, 2011

Contracts and Agreements Required to be Advertised Per N.J.S. 40A:11-4 (Continued)

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.

The minutes indicate that resolutions were adopted and advertised authorizing the awarding of
contracts or agreements for "Professional Services" per N.J.8. 40A:11-5.

Our examination of expenditures did not reveal any individual payments, contracts or
agreements in excess of $17,500.00 "for the performance of any work or the furnishing or hiring
of any materials or supplies" other than those where bids had been previously sought by public
advertisement or where a resolution had been previously adopted under the provision of N.J.S.

40A:11-6.

Collection of Interest on Delinqguent Taxes and Assessments

The statute provides the method for authorizing interest and the maximum rates to be charged
for the nonpayment of taxes and assessments on or before the date when they would become
delinquent.

The Borough, on January 1, 2011, adopted the following resolution authorizing interest to be
charged on delinquent taxes and assessments:

WHEREAS, it is advisable that taxes and other assessments be paid promptly so to
enable the Borough to meet its obligations as they fall due and payable; and

WHEREAS, N.J.S.A. 40A:54-5-67, as amended, permits a municipality to charge
interest on delinquent taxes and assessments; and

WHEREAS, the Borough Council has decided that such stated interest rate shall prevail
for 2011, as set forth in said Statute, be charged on any such delinquent taxes and/or

assessments; and

NOW, THEREFORE, BE IT AND IT {S HEREBY RESOLVED by the Borough Council of
the Borough of South River in the County of Middlesex, New Jersey, that the following
interest rates shall be charged:

8% per annum on the first $1,500.00 of such delinquency;
18% per annum on any amount in excess of said $1,500.00; and

BE IT FURTHER RESOLVED that a penalty of 6% of the amount of the delinquency with

interest included, shall be charged to a taxpayer with a delinquency in excess of
$10,000.00 who fails to pay said delinquency prior to the end of the year.
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GENERAL COMMENTS (CONTINUED)
DECEMBER 31, 2011

Collection of Interest on Delinguent Taxes and Assessments (Continued)

BE IT FURTHER RESOLVED that the Tax Collector of the Borough of South River is
hereby authorized to allow a ten (10} day grace period (taxes are due quarterly -
February 1st, May 1st, August 1st and November 1st) and if unpaid within the ten (10}
days after these dates, the account becomes delinquent and subject from the due date
at the interest rate above mentioned.

It appears, from an examination of the Tax Collector's records, that interest was collected in
accordance with the foregoing ordinance for delinguent taxes with minor exceptions.

Delinguent Taxes and Tax Title Liens

The detail of all unpaid taxes for 2011 is being properly carried in the Tax Collector's records.
An abstract taken from these records as at December 31, 2011, covering all unpaid charges on
that date, was verified with the accounting control figures shown in this report. Minor
adjustments were required to bring balances into agreement with the correct amount. The detait
of unpaid prior year's taxes and tax title fiens is being properly carried in the Tax Collector's
records.

The last tax sale was held on December 28, 2011 and was complete with respect fo taxes.

The following comparison is made of the number of tax title liens receivable on December 31
of the [ast three (3) years:

Number of Liens

Year Tax Water Electric
2011 15 6 3
2010 12 5 2
2009 9 4 2

It is essential to good management that all means provided by statute be utilized to liquidate tax
title liens in order to get such properties back on a tax paying basis.
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GENERAL COMMENTS (CONTINUED)
DECEMBER 31, 2011

Delinguent Electric and Water Utility Rents

The Borough contracts with a private independent service company to handle the billing,
collection and inquiry phase of the Borough's two (2) utilities. . -

Qutside Service — Internal Proceduras

The Borough's outside service for Utility billings and collections is required fo file a “Report on
Description of the Organization's System and the Suitability of the Design and Operating
Effectiveness of Controls for the hilling processing system in accordance with SSAE #16°".

Water Utility Receivables

The detail of the Consumer Accounts Receivable as reflected on the Balance Sheet (Exhibit
E-1), have been proven to the detail as maintained by the outside service for utility billings
and collections on file in the Water Utility Collector’s office.

Electric Utility Receivables

The detail of the Consumer Accounts Receivable as reflected on the Balance Sheet (Exhibit
E-1) has been proven to the detail as maintained by the outside service for utility billings and
collections on file in the Electric Utility Collector’s office.

In late 2011 the Borough enacted a Power Cost Adjustment (PCA) to the electric bills that
provided for a reduction in the fees to customers. The Borough has a rate ordinance that
allows for periodic adjustment to the electric rates charged to customers based on the
increased cost of the power purchased (fuel adjustment). It is not clear from the ordinance
what the formal mechanism is to enact the adjustment, how such adjustment is finalized and
the frequency and length of the adjustment. Consideration needs to be given to amending
the ordinance language to conform to the practice. We have been advised that this matter
is under review by the appropriate officials for clarification.
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OTHER COMMENTS
DECEMBER 31, 2011

Cash Balances

The cash balances in all funds were verified by independent certifications obtained from the
depositories as of December 31, 2011 and June 30, 2012 in connection with the supplemental
reconciliations.

Cash counts were made at various dates in all departments of the Borough and bank balances
were independently reconciled to the books and records or to such schedules of receipts and
disbursements provided for audit.

Revenues

Receipts from licenses, fees, fines and costs, etc., for major departments, including the
Municipal Court, were checked to the records maintained to the extent deemed necessary.

During 2011 there was turnover of key personnel in the Recreation Department. In 2011 the
administration had recognized a problem existed with program registration and purchased
specialized recreation program software which would potentially serve to enhance the
accounting control requirement compliance.

Expendifures

The vouchers for all funds were examined to the extent deemed necessary to determine that
they carried the properly executed certifications as required by statute. Our examination of
expenditures revealed for the most part, compliance with procedures and requirements have
been adhered fo.

Payroll

An examination was made of the employees’ compensation records for the year 2011 to
determine that salaries were paid in conformity with the amounts of salaries and wages
authorized by ordinance.

Our examination of payroll did not cover verification of the validity and reasonableness of the
allocation of salaries for individuals whose job encompasses activities that relate to more than
one of the Borough's operating funds or Departments. The allocation of salaries for individuals
whose duties encompass more than one fund or appropriation is done at the sole discretion of
the management of the Borough. It is proper and legal to allocate salaries amongst funds as
long as the duties of the individuals relate to the costs charged to the fund or appropriation.

The Borough utilizes an outside vendor as a service bureau for the processing and transmitting

of the Borough's net payroll and payroll (withholding) agencies. On file at the Borough is the
Service Organization Control (SOC 1) Report — Payroll Service in accordance with SSAE #16
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Miscellaneous Comments

Interfunds Receivable/Payable

There is one interfund receivable/payable which relates to the Grant Fund which is caused
by the Fund not having a checking account requiring the activity fo be accounted for in the
Current Fund.

Trust Other

There is a Due from Vendors on the Trust Other Funds record which is a result of advances
from police off duty services but reimbursed by contractor to the Borough. This matter
should be reviewed for future correction in order to minimize the amount receivable and
reduce risk of loss. Substantially all of the balance has been collected as of the date of this
report.

It should be noted that a review of all Trust Other activity is performed on an annual basis.

The planning and zoning cash receipts records need to be improved in order to enhance the
reconciliation to the Treasurer's records.

Surety Bonds

Surety Bonds were tested as part of our normal annual audit procedures. The Surety Bonds
for the Tax Collector, Municipal Court Employees and Chief Financial Officer were tested for
adequacy and deemed to be sufficient.

Grants

Grants receivable, appropriated reserves and unappropriated reserves should be reviewed
on an ongoing basis for utilization or refund to the grant source.

General Ledger

The general ledger for 2011 was presented in accordance with acceptable accounting
control standards and in accordance with the State of New Jersey technical directives
related to general ledgers.

Construction Code Official

Our examination of the Uniform Construction Code Annual Report revealed the revenues for
2011 in accordance with the report were $190,552.00 and expenditures were $197,974.95.
The excess of expenditures over revenues needs to be reviewed for corrective action. The
statutes require that the revenue of the depariment be sufficient to support the expenditures.
in March of 2012 the Borough amended the fee ordinance to adjust the fees to bring more
into compliance with the requirement.
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Miscellaneous Comments (Continued)

Other

The payment made and amount due to the Local School District as of December 31, 2011
was verified by the School Board Secretary.

The Borough appropriates and pays the annual "Maintenance of the Free Public Library"
budget appropriation and other expenses periodically to the Library Board of Trustees. The
audit report for the Borough of South River Free Public Library as of December 31, 2011 is
in process at this time.

The Borough by referendum authorized a Length of Service Awards Program (LOSAP)
which is accounted for in a separate and distinct fund from the Borough. A separate
Accountant's Review Report has been prepared for its operations as of December 31, 2011.

Financial Procedure Review

It is suggested that for all financial processes within each department and for every borough
function related to finance that a review, updating and documentation of all procedures be
done in order to be in compliance with recent accounting and auditing requirements related
to internal control. lt is essential to the operation of an entity the size of the Borough that
compliance with the procedures be emphasized and adhered in order to avoid errors,
misunderstandings, assist in periods of employee turnover and prevent an early warning
system for defalcation.

Appreciation

| desire to express my appreciation for the cooperation received from the Borough Officials
and Employees and the courtesies extended to us during the course of the audit.

A formal exit conference, in accordance with audit requirements generally accepted in the
United States of America, has been held on the contents of this audit with the appropriate
Borough Officials.

Corrective Action Plan

A corrective action plan was not required for the 2010 audit since there were no
recommendations and no plan of action is required for 2011 as a similar condition exists.
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Nane.

The problems and weaknesses noted in my audit were not of such a magnitude that they would
affect my ability to express an opinion on the financial statements taken as a whole.

Should any questions arise as to my comments or recommendations, or should you desire
assistance in implementing my recommendations, please do not hesitate to call me.

Very truly yours,
Gerard Stankiewicz

Certified Public Accountant
Registered Municipal Accountant #431

For the Firm
SAMUEL KLEIN AND COMPANY
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