Report oj[ Audit

on t}ze

Financial Statements

o][ f/fte

Borouglz of South Bound Brook

" t/'te

County of Somerset
New Jersey

][or the

Year E nded
December 31 , 2007






BOROUGH OF SOUTH BOUND BROOK

INDEX

PART |

Independent Auditor's Report

Financial Statements - Statutory Basis

Current Fund:

Balance Sheets-Statutory Basis
Statements of Operations and Changes in Fund Balance-Statutory Basis
Statement of Revenues-Statutory Basis-
For the Year Ended December 31, 2007
Statement of Expenditures-Statutory Basis-
For the Year Ended December 31, 2007

Trust Fund:

Balance Sheets - Statutory Basis
Statement of Fund Balance-Assessment Trust Fund-Statutory Basis

General Capital Fund:

Balance Sheets-Statutory Basis
Statement of Fund Balance-Statutory Basis

Public Assistance Trust Fund:

Balance Sheets-Statutory Basis

General Fixed Asset Account Group:

Balance Sheets-Statutory Basis

PAGES

1-2

EXHIBITS

IIA“
llA'1 L1}

IIA_2II’

IlA-SH

I'lBII
llB-1 "

llCll
NC_1 "

" Ell

lIGlI



BOROUGH OF SOUTH BOUND BROOK

I NDE X (CONTINUED)

Notes to Financial Statements

Supplementary Data and Schedules

Current Fund:

Schedule of Current Cash-Collector-Treasurer

Schedule of Change Funds

Schedule of Petty Cash

Schedule of Due State of New Jersey Per Chapter 20, P.L.1971
Schedule of Taxes Receivable and Analysis of Property Tax Levy
Schedule of Tax Title Liens

Schedule of Revenue Accounts Receivable

Schedule of Grants Receivable

Schedule of Reserve for Storm Damage

Schedule of Reserve for 5% P.L.L.O.T. Due County

Schedule of Appropriation Reserves-2006

Schedule of Tax Overpayments

Schedule of Prepaid Taxes

Schedule of County Taxes Payable

Schedule of Local District School Tax Payable

Schedule of Reserve for Sale of Municipal Assets

Schedule of Reserve for Revaluation

Schedule of Library State Aid

Schedule of Property Acquired for Taxes (At Assessed Valuation)
Schedule of Interfunds

Schedule of Reserve for Grants - Appropriated

Schedule of Reserve for Grants - Unappropriated

Schedule of Accounts Payable

Schedule of Deferred Charges

PAGES

3-15

EXHIBITS

IIA_4|I

IIA-SII

IIA-BII

IIA_TII

IIA_8"

I'A_grl

"A-10"
"A-11"
"A-12"
"A-13"
"A-14"
"A-15"
"A-16"
"A-17"
"A-18"
"A-19"
"A-20"
"A-21"
"A-22"
“A-23"
"A-24"
"A-25"
"A-26"
"A-27"



BOROUGH OF SOUTH BOUND BROOK

INDE X (CONTINUED)

Trust Fund:

Schedule of Trust Cash-Collector-Treasurer

Analysis of Assessment Cash

Schedule of Reserve for COAH Deposits

Schedule of Reserve for Assessments

Schedule of Prospective Assessments Funded

Schedule of Reserve for Police Qutside Overtime

Schedule of Due Current Fund-Assessment Trust Fund
Schedule of Due Current Fund-Trust Other Fund

Schedule of Reserve for Animal Control Trust Fund Expenditures
Schedule of Due State of New Jersey Animal Control Trust Fund
Schedule of Due Current Fund - Animal Control Trust Fund
Schedule of Community Development Block Grant Receivable
Schedule of Reserve for Community Development Block Grants
Schedule of Reserve for Various Deposits

Schedule of Due General Capital Fund - Assessment Trust Fund
Schedule of Reserve for Escrow Deposits - Other Trust Fund

(General Capital Fund

Schedule of Cash-Treasurer

Analysis of Cash

Schedule of Deferred Charges to Future Taxation-Funded
Schedule of Deferred Charges to Future Taxation-Unfunded
Schedule of Due Current Fund

Schedule of Capital Improvement Fund

Schedule of Improvement Autharizations

Schedule of Due Assessment Trust Fund

Schedule of Reserve for Redevelopment

Schedule of Reserve for Contracts Payable

Schedule of Bond Anticipation Notes

Schedule of General Serial Bonds

Schedule of Grarnts Receivable

Schedule of Bond and Notes Authorized But Not Issued

EXHIBITS

IIB_ZII
IIB_3II
IIB_4‘I
gl
IIB-GII
IIB-TII
llB_Bl'
llB_gll
"B-10"
"B-11"
"B-12"
"B-13"
“B-14"
“B-15"
“B-16"
“B-17"

‘rC_2ll
||C_3"
llC_4ll
"C-5ll
|IC_6II
llC_?ll
IIC-BN
"C_g“
IIC-1 0"
"C-11"
"C-12"
"C-13"
"C-14"
“C-15"



BOROQUGH OF SOUTH BOUND BROOK

INDE X (CONTINUED)

Public Assistance Trust Fund:

Schedule of Public Assistance Cash-Treasurer
Schedule of Public Assistance Cash and Reconciliation

PART Il

Independent Auditor's Report on Compliance and on Internal Control
Over Financial Reporting Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Schedule of Expenditures of Federal Awards Year Ended December 31, 2007

Schedule of Expenditures of State Financial Assistance Year Ended
December 31, 2007

Notes to the Schedules of Expenditures of Federal Awards and State Financial
Assistance Year Ended December 31, 2007

Schedule of Findings Reported under Government Auditing Standards for the
Year Ended December 31, 2007

PART llI

Statistical Data
Officials in Office and Surety Bonds

Comments and Recommendations

EXHIBITS

"E-1"
I|Eu2ll

PAGES

16-17

18

19

20-21

22

23-25
26

27-32




N oh E B o mn an B B BN BN B B B B BE BE B

BOROUGH OF SOUTH BOUND BROOK

PART |

INDEPENDENT AUDITOR'S REPORT ON
AUDIT OF FINANCIAL STATEMENTS
AND SUPPLEMENTARY SCHEDULES AND DATA

FINANCIAL STATEMENTS - STATUTORY BASIS - ALL FUNDS

NOTES TO FINANCIAL STATEMENTS - STATUTORY BASIS

SUPPLEMENTARY SCHEDULES - ALL FUNDS

YEAR ENDED DECEMBER 31, 2007 and 2006




OEHMQ,C& ]43
S Am ab’\
SUuPLEE, CLOONEY & CoMPANY ﬁﬁ}’pﬁm

CERTIFIED PUBLIC ACCOUNTANTS

308 East Broad Street, Westfield, New Jersey 07090-2122

Westfield 908-789-9300 Somerville 908-725-6688
Fax 908-789-8535 2
INDEPENDENT AUDITOR'S REPORT m Q

M K

The Honorable Mayor and Members
of the Borough Council
Borough of South Bound Brook
County of Somerset
South Bound Brook, New Jersey 08880

We have audited the accompanying financial statements - statutory basis of the various
individual funds and the account group of the Borough of South Bound Brook, County of
Somerset, New Jersey as of and for the years ended December 31, 2007 and 2006, and for the
year ended December 31, 2007 as listed as financial statements - statutory basis in the
foregoing table of contents. These financial statements - statutory basis are the responsibility of
the management of the Borough of South Bound Brook, County of Somerset. Our responsibility
is to express an opinion on these financial statements based on our audits.

We conducted our audit in accordance with U.S. generally accepted auditing standards
and the standards applicable to financial statements 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. Those standards and provisions 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, gvidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

As described in Note 1, the Borough of South Bound Brook, County of Somerset,
prepares its financial statements on a prescribed 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 U.S.
generally accepted accounting principles.
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In our opinion, because the Borough of South Bound Brook prepares 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 various individual funds of the Borough of
South Bound Brook as of December 31, 2007 and 2006 or the results of its operations and
changes in fund balance for the years then ended or the revenues or expenditures for the year
ended December 31, 2007.

However, in our opinion, the financial statements - statutory basis present fairly, in all
material respects, the financial position - statutory basis of the various individual funds and
account groups of the Borough of South Bound Brook, County of Somerset, as of December 31,
2007 and 2006, and the results of its operations and changes in fund balance - statutory basis
for the years then ended and the revenues, expenditures and changes in fund balance -
statutory basis for the year ended December 31, 2007, on the basis of accounting described in
Note 1,

In accordance with Government Auditing Standards, we have also issued our report
dated July 10, 2008 on our consideration of the Borough of South Bound Brook's internal control
over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts, grants 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
compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.

Our audit was made for the purpose of forming an opinion on the financial statements -
statutory basis taken as a whole. The information included in the schedules of expenditures of
federal awards and state financial assistance and the other supplementary schedules and data
listed in the table of contents is presented for purposes of additional analysis as required by the
Division of Local Government Services, Department of Community Affairs, State of New Jersey,
and is not a required part of the financial statements. This information has been subjected to
the auditing procedures applied in the audit of the financial statements mentioned above and, in
our opinicn, is fairly stated in all material respects in relation to the financial statements taken as
a whole.

This report is intended for the information of the Borough of South Bound Brook, County
of Somerset, New Jersey, the Division of Local Government Services and federal and state
audit agencies and is not intended to be and should not be used by anyone other than these

specified parties.
7 A‘v-—.

CERTIFIED PUBLIC AOéOUNTANTS

REGISTERED MUNIC%AL ACCOUNTANT NO. 50

July 10, 2008
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BOROQUGH OF SOUTH BOUND BROOK

CURRENT FUND

BALANCE SHEETS - STATUTORY BASIS

ASSETS

Cash

Change Funds

Grants Receivable

Due to State of New Jersey, Senior Citizens
and Veterans Deductions

Receivables and Other Assets With Full Reserves:
Delinquent Property Taxes Receivable

Tax Title Liens Receivable

Property Acquired for Taxes Assessed Valuation
Revenue Accounts Receivable

Interfunds Receivable

Deferred Charges:

Emergency Appropriation - NJSA 40A: 4-53
Overexpenditure of Appropriation Reserves
Emergency Appropriation - NJSA 40A; 4-46

LIABILITIES. RESERVES AND FUND BALANCE

Liabilities:
Appropriation Reserves
Prepaid Taxes
Tax Overpayments
Reserve for Due County - 5% PILOT
Accounts Payable
Reserve for Sale of Municipal Assets
Reserve for Revaluation
Reserve for Storm Damage
Reserve for Library State Aid
Reserve for Grants and Aid:
Unappropriated
Appropriated
Interfunds Payable

Reserve for Receivables and Other Assets
Fund Balance

A-3:A-14
A-16
A-15
A-13
A-26
A-19
A-20
A-12
A-21

A-25
A-24
A-23

-]

®r e

3

A
BALANCE BALANCE
DECEMBER DECEMBER
31, 2007 31, 2006

2,459,691.15 § 1,846,743.49
450.00 450.00
419,124.70 544,515.63
33,192.33 31,498.78
2.012,456.18 § 2,423,207.90
235,060.08 % 305,212.72
4,410.46 4,410.46
46,712.29 46,712.29
7,640.41 12,373.03
28,804.45 9,744.37
32262769 § 378,452 87
96,000.00 3 t20,000.00
10,675.76 4,089.07
54,719.18
106,675.76  § 178,808.25
3,341,761.63 § 2 080,469.02
80,631.40 § 80,878.09
28,904.90 34,203.90
20.42 26,868.45
54,538.38 8,960.00
91,905.65 58,898.55
7,168.21 6,055.21
120,022.56 131,406.31
7,740.88
8,205.00 8.205.00
16,277.53 46,165.54
519,240.24 588,273.81
454 450.11 442,076.97
138138440 § t,440,632.71
322,627.69 378,452.87
1,637,769.54 1,161,383 44
334176163 $_ 20980.469.02

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




BORQUGH OF SOUTH BOUND BROOK

STATEMENTS OF OPERATIONS

CURRENT FUND

AND CHANGES IN FUND BALANCE-STATUTORY BASIS

REVENUE AND OTHER INCOME

Fund Balance Utilized
Miscellaneous Revenues Anticipated
Receipts From Delinquent Taxes
Receipts From Current Taxes
Non-Budget Revenue
Other Credits to Income:
Unexpended Balance of Appropriation Reserves
Accounts Payable Canceled
Grant Fund Reserves Canceled
Reserves Canceled
Interfunds Returned

Total Income

EXPENDITURES

Budget and Emergency Appropriations Within "CAPS";
Operations

Deferred Charges and Statutory Expenditures
Appropriations Excluded From "CAPS"
Operations

Capital Improvements

Defarred Charges

Municipal Debt Service

County Taxes

Local District School Tax

Grant Fund Receivable Canceled

Refund of Pricr Year Revenue

Interfunds Advanced

Total Expenditures

Excess in Revenue

Adjustments to Income Before Fund Balance:
Expenditures Included Above Which are by Statute
Deferred Charges to Budget of Succeeding Year

Statutory Excess to Fund Balance

Fund Balance, January 1

Decreased by:

Utilized as Anticipated Revenue

Fund Balance, December 31

REEF.

A-1:A-2

A-2
A-2
A2

A-14
A-26
A-24

A-3

A-3
A3
A-3
A-3
A-17
A-18
A-11
A4

AA-1

A-TA-2

AA1

$

3

$

$
$

YEAR 2007

700,00000 §$

2,297 562,93
303,408.72
8,712,018.82
275,115.14

45,392.02

151.83
13,822.49
18,389.60

YEAR 2006

700,000.00
1,648,343.41
118,027 .42
B,244 565.71
366,417.91

32,635.28
6,832.56
2,000.00
1,184.89

22,632.44

12,365,861.55 %

11,142,638.62

3,364,94066 3 2.875,546.27
166,145.86 157,422.82
691,611.70 1,130,876.34

25,000.00 100,000.00

78,718.18
324,469.49 300,538.88
1,150,316.31 1,064,580.59
5,280,795.50 4,968,861.00
23,693.38 2,000.00
64,714.29 14,062.44

19,060.08
11,18947545 &  10,613,888.34
1,176,386.10 % 528,751.28
174,719.18

1,176,386.10 § 703,470.46

1,161,383.44 1,157 912.98

233776954 § 1.861,383.44
700,000.00 700,000.00

1,637,769.54 § 1,161,383.44

The accompanying Notes to the Financial Statements are an integral part of this statement.
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SHEET #1
BORQUGH OF SQUTH BOUND BROOK
CURRENT FUIND
STATEMENT DF REVENUES-STATUTORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2007
EXCESS
ANTICIPATED N.J.5.A. OR
REF. BUDGET 404 4-87 REALIZED (DEFICIT)
Fund Balance Appropriated A1 $ 700,000.00 g 700,000.00
Miscellaneous Revenues:
Licenses - Alcoholic Beverage A-10 3 8,000.00 $ 800000 §
Fess and Permils - Other A-2 10,000.00 1t.485.00 1,485.00
Municipal Court - Fines and Costs A-10 150,000.00 124,684.62 {25,315.38)
Interest and Costs on Taxes A-10 10,000.00 45 601.82 35,601.82
Legislative Initlative Block Grant A-10 18,313.00 18,313.00
Extraordinary Aid A-1D 400,000.00 400,000.00
Consolidated Municipal Property Tax Relief Aid A-10 285,633.00 2685,633.00
Energy Recelpts Tax A-10 294 588.00 294,583.00
Supplemental Energy Receipts Tax A-10 13,716.00 13,716.00
Garden S1ate Trust Fund A-10 163.56 (163.56}
Stalewide Municipal Homeland Security Police A, ssistance A-10 25,000.00 (25,000.00)
Municipal Property Tax Assistance A-10 11,823.00 11,923.00
Garden Stale Trust Fund - Unappropriated A-25 163.56 163.56
Construction Code Official - Fees and Permnils A-10 25,000.00 31,167.00 6,167.00
Police Services - Rocky Hill A-10 44,000.00 45,941 86 1,941.86
Recycling Tennage Program A1t 281955 2,818.55
Drunk Driving Enforcement Fund A-11 17,250.52 17,250.52
Clean Communities Program A-11 4,324 72 432472
Alcchol Education Rehabilitation A-11 5,187.78 518778
Body Amor Replacement Fund A-11 1,24413 1.244.13
CDPS Technelegy A-11 29,817.00 29,617.00
Somersel County Ridewise A-11 10,000.00 10,000.00
Somersel County Youth Services Program A-11 5,000.00 5,000.00
Start Talking Before They Start Drinking A-11 £00.00 500.00
Click t Or Tickel A-11 4,000.00 4,000.00
Uniform Fire Safety Act A-10 2,450.00 2,637.70 187.70
Cable TV Franchise Feg A-10 8,500.00 10,621.00 2,121.00
PILO.T. A-10 405,000.00 867,206 83 492,206 83
State of N.J. Division of Molor Vehicles A-10 16,000.00 15,935 84 (64.16)
A-1 $ 1778777482 8 2061700 & 229756293 & 489,166.11
Receipts From Definguent Taxes A-1:A-B $ 000000 8 H 303408.72 % 213,408.72
Amaount 1o be Raised by Taxation for Support
ol Municipal Budget:
Local Tax for Municipal Purposes A-2:A-8 5 249553158 § $ 271590701 & 220,375.43
Budget Tolals 3 £,064,309.40 § 29617.00 § 6,016,878.66 § 922,952.26
Nen-Budget Revenue A-2 275,115.14 275,115,14
$ 506430940 % 29617.00 § 5,291,993.680 § 1,1968,067.40

EF. A3 A3

The scc=empanying Notes 10 the Financlal Stalements are an integral part of 1his statement.



ANALYSIS OF REALIZED REVENUES

Allocation of Cumrent Tax Colleclions:
Cellections on a Cash Basis

Allocated 10:
School and County Taxes

Balance1or Support of Municipal Budget Approprigtions
Add: Appropriation "Reserve 1or Uncollecled Taxes"

Amount for Support o Municlpal Budget

Fees and Permits - Other:
Clark

Bulk Trash

Tax Collector

Planning

Registrar

Building Department
Pelice

ANALYSIS OF NON-BUDGET REVENUE

Miscellaneous Revenues Nol Anticipated:
Inferest on Investments and Deposits
Reimbursements - Hility/Sewerage Authorities
Rent

SC and Veterans' Administrative Costs

Police Quiside Overtime Adminisirative Cosis
Escrow Administrative Fees

Other Licenses

Miscellaneous

Tax Collecter

Less: Rafunds

The accompanying Noles 1o the Financial Statements are an integral part of this statement.

BOROUGH QF SOUTH BOUNC BROOK
CURRENT FUND

STATEMENT OF REVENUES-STATUTORY BASIS

FOR THE YEAR ENDED DECEMBER 31, 2007

EF.

A-1:A-8

A-10
A-10
A-10
A-t0
A-10
A-10
A-10

A-2

A4
A

A-1.A-2

v
SHEET #2

$ B,712,018.82

5.431,111.81
5 2,280 807.01
435,000.00

§ 2,715 907.01

$ 430.00
1,817.00

691.25

1.248.00

595.00

1,053.00

5,650.75

$ 11,485.00

$ 116,043.97
58,250.58
35,250.00

889.47
20,024.00
17,072 .48
5,025.00
10,108.71
__ tagaser
H 275,415.14
300.00

§ 275,115,14
RN 1R LR L,



CPERATIONS WITHIN "C APS"

GENERAL WVERNMENT
Mayor & Council:
Salaries and Wages
Ciher Expenses
Electicns:
Selaries and Wages
Other Expenses
Clerk:
Selaries and Wages
Qther Expenses
Financial Administration:
Salaries and Wages
Audif
Misceilansous
Assessmeni of Taxes:
Salaries and Wages
Other Expenses
Liguidation ol TH's & Forectosed Property
Collection of Taxes:
Salaries and Wages
Cther Expenses
Legal Services & Cosls:
Salaries and Wages
Cther Expenses
Municipal Prosecutor:
Salaries and Wapes
Engineering Services & Cosls:
Cther Expenses
Public Buitdings & Grounds:
Cther Expenses
Planning Board:
Salaries & Wages
Bthar Expenses
Insurance:
Group- Employees
Cther Insurance
Unemployment Compensation Insuranca
Medical & Empfoyee Conlracts
Fire:
Ciher Expenses-Misceflaneous
Renl
Bureau of Fire Safaty:
Salaries and Wages
Cther Expensas
Police:
Salaries and Wagaes
Cther Expenses
Municipat Courl:
Salanes and Wagpes
Cther Expensas
Environmental Commission:
Ciher Expenses

Firs! Ald Organizalion and Maintenance Coniracts

Emesgency Managemen Services:
Salarias and Wages

Cther Expenses

Road Repeir & Mainlanance:
Cther Expanses

Sewer Syslem:

Other Expenses
Departmeni of Public Warks:
Salaries and Wages

COther Expanses

Garbage & Trash:

Cther Expenses

Solid Wasle Recycling:
Otner Expensas

“A-3"
SHEET #1
BORGUGH OF SQUTH BOUND BROGK
CURRENT FUND
STATEMENT OF EXPENDITURES-STATUTORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 200
APPROPRIATIONS EXPENDED
BUDGET AFTER FAID OR
BUOGET MODIFICATION CHARGED RESERVED CANCELFD
$ 11567.00 § 12,20561 § 12,20561 §
11,800.00 10,600.00 10,767.04 52.96
1,321.25 1,224.00 1.224.00
950.00 779.78 77976
100.500.00 99,311.41 89,311 49
7,500.00 8,700.00 8.410.85 28935
45300.00 44,198,186 44,198.18
16,500.00 6,600.00 6,398.17 201.83
26,000.00 22,850.00 22,850.00
12,744.00 12,100.74 12,100.74
2.850.00 1,720.73 172973
50.00
51,103.60 39,506.46 39,506 46
10,500.00 10,800.00 10,695.75 104.25
£,930.00 6,600.00 £,600.00
32,000 00 36,500.00 36,398.55 101.45
10,260.00 9,099.84 9,998 84
25,000.00 25,000.00 2179065 320035
£,500.00 8,500.00 7,620.81 £79.19
8,051.50 5,882.60 5,882.00
2,000.00 1,752.26 1,752.26
355,000.00 348,654.88 348,654 88
145,000.0¢ 143,044.13 143,044 .13
5,100.00 4,508.06 4,608.06
1,000.00 1,000.00 1,000.00
25,000 60 25,000.00 24,677.48 322 54
20,000.00 20,000.00 20,000.00
5,300.00 4,796.92 471692
2,500.00
1,218.640.00 1,250,060.59 1,250,060.59
75.000.00 75,000.00 73,466 84 153316
125,000.00 125,387.96 125,387 96
9,500.00 7,887.51 7,736.86 148.65
50.00
18,000.00 18,000.00 17,320.94 679.06
1,700.00 1,539.15 1,539.16
5,000.00 5.000.00 5,000.00
13,000.00 13,000.00 12,703.43 296.57
8,560.00 7.192.47 7.192.47
320,000.00 333.073.20 233.073.20
7,500.00 7.,550.00 1.458.41 6,061.59
132,000.00 132,000.00 123.503.20 £,496.70
40,500.00 40,500.00 32.394.27 810573

The accomipanying Notes to the Finencial Statements are an integrat parl of this statement.
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QPERATIONS WITHIN "CAPS" (CONTINUED)

Board of Health:

Salaries and Wages

COther Expenses

Services of Visiting Nurse Conlrac
Dog Regulalions

Administration of Public Assistance:
Other Expenses

Parks & Flaygrounds:

Oiher Expenses
Board of Recreation Commissioners:
Salaries 8 Wapes

O1her Expenses-Sports

Other Expenses-Social
Celebration of Public Events
Coninbution 1o Senlor Citizens Cenler
Firsl Ald Organizafion - Shared Service
Histarical Sociedy

Inspection of Buildings:

Salaries and Wages

Oiher Expenses

inspection of Flumbing:

Salaries and Wages

Electrical Inspector.

Saleries and Wages

Fire Officials:

Salaries & Wages

Safety and Health Act:

Other Expenses

Unclessified:

Street Lighting

Fire Hydrant Service

Telephone

Fuel Oil

Gas/Electricity

Water

TOTAL CAPS

CONTINGENT

TOTAL OPERATIONS INCLUDING CONTINGENT
WITHIN "CAPS"

DEFERRED CHARGES & STATUTORY EXPENDITURES-
MUNICIPAL WITHIN "CAPS"
Defarred Charges:

Deficil - Animal Conirol

Overexpendliure of 2005 Apprapriation Reserves
Statutory Expendilures:

Social Security Syslem (O.AS.1)

TOTAL DEFERRED CHARGES AND STATUTORY
EXPENDITURES-MUNICIPAL WITHIN "CAPS"

TOTAL GENERAL APPROPRIATIONS FOR MUNICIPAL
P WHTHIN " "

QOPERATIONS-EXCI UDED FROM "CAPS"

Sewerage Authority-Share of Costs
Police and Firemen's Retire Syslem of N.J.
Public Empleyees' Retiremeni Syslem
interocal Services:

Police Service - Rocky Hill:

Salarles and Wages

A3
H #2
BOR HQF H BOUND BROGK
CLRRENT FUND
STATEMENT OF EXPENDITURES-STATUTORY BASIS
FQRTHE ¥ D DECEMBER 31, 2007
APPROPRIATIONS EXPENDED
BUDGET AFTER PAID OR
BUDGET MODIFICATION CHARGED RESERVED CANCELED
$ 360200 % 3.646.16 § 3646.16 §
43,788.00 48,628.52 48,829.52
4,700.00 4,700.00 4,700.00
5,000.80 §,000.00 5,000.00
50.00
9,000.00 9,028.65 8,028.65
14,000.00 13,548.90 13,542.90
§,000.00 8.000.00 3.937.62 4,062.31
7.000.00 5.588.38 5,588.38
9.500,00 8,460.49 8,460.48
3,500.00 3,500.00 3.500.00
1,000.00 1,000.00 1,000.00
10,000.00 10.000.0¢ 1,153.72 6.846.28
91,693.00 96 570.86 96,570 86
5.000.00 2,527.12 252712
5,500.00 5,280.00 5,280.00
5,500.00
2,955.00 273840 2,738.40
4,500.00 4,500.00 455 00 4,045.00
61,000.00 61.000.00 57,049.96 3,950.04
4560000 45,000.00 4497245 27.65
32,000.00 28,600.00 271100 2,489,980
40,900.00 44,000,00 40,612.72 3.387.27
28,000.00 20,153.31 18,665.67 1.497 64
3,000} 2,732.00 2,732.00
5 337040535 § 3.363,74966 § 330400120 § 59,748, 46
1,200.00 1,200.00 254 .90 905.10
$ 337160535 § 3264040668 § 3,304,206.10 § 60,653.56
3 401.10 § 40110 § 40110 §
4,089.07 4,089.07 4,089.07
155,000.00 161,655.69 161,655.69
5 159,490.17 § 166,145.86_ § 166,145.86 $
§ 3531095652 % 3,531,09552 % 347044196 S 60,653.56
$ 39000000 § 390,000.0¢ § 370,023.56 § 19,976.44
183,771.00 153,771.0% 153,770.40 0.50
23,897.00 23,897.00 23,896.20 080
4400000 44,000,00 44,000.00

The accompanying Notes to 1he Financial Siatements are an integral part of this stalemeni,
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SHEET #3
ROUGH OF SOLITH B 0 BROOK
CURRENT FUND
TATEMENT OF EXPENDITURES-STAT! RY BASIS
FOR THE YEAR ENDED DECEMEER 31, 2007
APPROPRIATIONS EXPENDED
BUDGET AFTER PAID OR
BUDGET MODIFICATION CHARGED RESERVED CANCELED

STATE AND FEDERAL PROGRAMS OFF-SET

BY REVENUES
Drunk Driving Enforcement Fund § 17265052 % 17.28052 § 1725052 § §
Start Talking 8efore They Slart Drnking 500.00 500.00 200.00
Recycling Tonnage Program 2819.55 2,8f9.55 281955
Clean Communilias Program 4,324.72 4,324.72 432472
Alcohol Education & Rehabilitation Fund 5187.78 §,187.78 5.187.7B
COPS Technology {NJSA 40A: 4-87 +329,817 .00} 29.617.00 29.617.00
Youth Services Program 5,000.00 5,000.00 5.000,00
Body Ammor Replacement Fund 1.244.13 1,24413 1,24413
Somersel County Ridewise 10,000.00 10,000.00 10,000.00
Click it or Tickel 4,000.00 4,000.00 4,000.00
T RATICNS EXCLUD "CAPS 3 66198470 5 69181170 % §71,633.66 % 19,677.84 &

APITAL IMPR! NTS-EX DED FROM "CAPS"
Capital Improvemeni Fund 3 2000000 $ 2000000 § 2000000 % $
Redevelopment Costs 5.000.00 5,600.00 5,000.00
TOTAL CAPITAL IMPROVEMENTS-EXCLUDED

FROM "CAPS" s 2500000 § 25000.00 § 25,000.00 % 13
MUNICIPAL DEST SERVICE-EXCLUDED FROM‘CAPS™
Peyment of Bond Principal $ 107,00000 $ 107.000.00 $ 10700000 § $
Payment of Bond Aniclpation Noles §7.000.00 97,000.0¢ 97.000.00
Inleres| on Bonds 5,500,00 5,500.00 5,136.00 364.00
Interesi on Noles 123,000.00 123.000.00 115,333.49 7.666.51
TOTAL MUNICIPAL DEBT SERVICE-EXCLUDED

FROM "CAPS" $ 332,500.00 % 332,500.00 $ 324 46949 § $ 8,030.51
DEFERRED CHARGES - EXCLUDED FR “CAPS"
Emergency Authorizations -3 5471618 § 54,719.18 § 54,719.18 § $
Special Emergency Autherization - & Years (N.J.3A, 40A:4-55) 24.000.00 24,000.00 24.,000.00
TOTAL DEFERRED CHARGES - MUNICIPAL -

EXCLUDED FROM "CAPS" ) 78,719.18 & 79,719.19_ § 76,719.18 § $
TOTAL GENERAL APPROPRIATIONS FOR MUNIC1PAL

PURPQSES EXCLUDED FROM "CAPS" $ 109821386 § 1,127830.88 8 109982253 § 1997784 % §,030.5¢
SUB-TOTAL GENERAL APPROPRIATIONS § 4,625,309.40 § 465892840 § 4570,264.49 § 80,63140 $ §.030.51
RESERVE FOR UNCOLLECTED TAXES 435,000.00 435,000.00 435,000.00
TOT, NERAL APPROPRIATION 3 5,064,30940 § 5,003,92640 § 5,005,264.49 § 80,631.40 % 8.030.5t

REE. A-2:A3 A AA1
Budget A3 $ 5,064,309.40
N.J.5.A. 40A:4-46 A2 29,617.00
5203392640
Disbursemenits Al $ 4,421,124.67
Deterred Charges A-27 82,808.25
Accounls Payable A-26 50,287.35
Reserve for Grans Appropniated A-24 79,943.70
Reserve for Uncollected Taxes A2 435,000.00
§ 5.069,162.97
Less: Refunds A 63,999 48
§__500525448

The accompanying Notes 1o the Financial Slalements are an infegral part of this sialernent.
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BOROQUGH OF SQUTH BOUND BROOK
TRUST FUND '
BALANCE SHEETS-STATUTORY BASIS l
BALANCE BALANCE
DECEMBER DECEMBER
REF. 31, 2007 31, 20086 I
ASSETS
Assessment Fund:
Cash B-2:B-3 $ 951536 $ 9,515.36 l
Prospective Assessments Funded B-6 22,802.50 22,802.50
Due Current Fund B-8 232.59 232.59
$ 3255045 % 32,550.45 I
Animal Control Trust Fund:
Cash B-2 3 471513 % 1,051.23
Deficit in Animal Control Expenditures B-10 1,786.40 465.30
$ 6,501.53 §% 1.516.53
Other Funds:
Cash B-2 $ 533,161.82 § 481,038 .89
Due Current Fund B-9 44.098.31
Due From County of Somerset:
Community Development Block Grants B-13 34,769.00 £9,760.00
$ 56703082 $ £24,897.20 I
5 60698280 % 658,964.18
LIABILITIES, RESERVES AND FUND BALANCE l
Assessment Fund:
Due General Capital Fund B8-16 $ 780434 $ 7.894 .34
Reserve for Assessments B-5 22,802.50 22,802.50 ‘
Fund Balance B-1 1,853.61 1,853.61
$ 3255045 § 32,550.45
Animal Control Trust Fund: l
Due Current Fund B-12 3 6,501.53 % 1,501.53
Due State of New Jersey B-11 15.00
$ 6,501.53 $ 1,516.53 I
Other Funds:
Reserve for Community Development Block Grants B-14 3 3476900 § 89,760.00
Reserve for Police Outside Overtime B-7 11,909.00
Reserve for Various Deposits B-15 145,349.93 147,106.97
Reserve for Escrow Deposits B-17 342.804.29 343,416.55
Reserve for COAH Deposits B-4 22,704.68 22,704.68
Due Current Fund B-¢ 22,302.92
$ 567,93082 $% 624 897.20
$ 606,982.80 % 658,064.18
The accompanying Notes to the Financial Statements are an integral part of this statement. I



BOROUGH OF SCUTH BOUND BROOK

TRUST FUND

STATEMENT OF FUND BALANCE -
ASSESSMENT TRUST FUND-STATUTORY BASIS

r
m
ul

Balance, December 31, 2006
and December 31, 2007

w
&

1,853.61

The accompanying Notes to the Financial Statements are an integrai part of this statement.
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BOROUGH OF SOUTH BQUND BROOK

GENERAL CAPITAL FUND

BALANCE SHEETS-STATUTORY BASIS

REF.
ASSETS

Cash c-2.C-3 $
Deferred Charges to Future Taxation-Funded C-4
Deferred Charges to Future Taxation-Unfunded C-5
Due Current Fund c6
Due Assessment Trust Fund cC-9
Grants Receivable C-14

3

LIABILITIES, RESERVES AND FUND BALANCE

General Serial Bonds C-13 $
Bond Anticipation Notes C-12
Capital Improvement Fund C-7
Improvement Authorizations:
Funded C-8
Unfunded C-8
Reserve for Redeveiopment C-10
Contracts Payable c-11
Fund Balance C-1

5

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

"

BALANCE BALANCE
DECEMBER DECEMBER

31, 2007 31..2006
127,800.80 § 343,097.12
107,000.00
3,043,507.43 3,140,507.43
397.746.07 397,748.07
7,894.34 7,894.34
€17.0186.00 271,016.00
419396444 % 4,269,260.96
$ 107,000.00
2,867,724.00 2,964,724.00
182,315.73 187,315.73
395,625.84 193,085.75
648,457.26 737,042.97
726.31 726.31
8,160.83 460.50
91,044.37 78,805.70
419396444 % 4,269 260 96




"o
BOROUGH QF SOUTH BOUND BROOK
GENERAL CAPITAL FUND
STATEMENT OF FUND BALANCE-STATUTORY BASIS
EF.

Balance, December 31, 2006 c % 78,905.70
Increased by:
Receipts c-2 12,138.67
Balance, December 31, 2007 C 5 91,044 37

The accompanying Notes to the Financial Statements are an integral part of this statement.
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BOROUGH OF SQUTH BOUND BROOK

PUBLIC ASSISTANCE TRUST FUND

BALANCE SHEETS-STATUTORY BASIS

BALANCE BALANCE
DECEMBER DECEMBER
REF. 31, 2007 31,2006
ASSETS
Cash:
Public Assistance Trust Fund | E-1 $ 115.04 § 115.04
TOTAL ASSETS i 115.04 $ 115.04
LIABILITIES AND RESERVES
Reserve for Public Assistance:
Public Assistance Trust Fund | 3 11504 § 115.04
TJOTAL LIABILITIES AND RESERVES 5 115.04 % 115.04

The accompanying Notes to the Financial Statements are an integral part of this statement.
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o
BORCUGH QF SQUTH BOUND BROOK
GENERAL FIXED ASSET ACCOUNT GROUP

BALANCE SHEETS-STATUTORY BASIS

BALANCE BALANCE
DECEMBER DECEMBER
31, 2007 31, 2006
FIXED ASSETS

Buildings % 1,082,477.00 §$ 1,082,477.00
Land 2,367,600.91 2,367,600.91
Machinery and Equipment 1,632,237 .55 1,632,237.55
TOTAL FIXED ASSETS % 498231546 § 4982 315.46

RESERVE

Investments in General Fixed Assets $ 498231546 $ 4.082315.48

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




NOTES TO FINANCIAL STATEMENTS




NOTE 1:

BOROUGH OF SOUTH BOUND BROOK

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2007 AND 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A

Reporting Entity

The Borough of South Bound Brook is an instrumentality of the State of
New Jersey, established to function as a municipality. The Borough
Council consists of elected officials and is responsible for the fiscal
control of the Borough.

The financial statements of the Borough of South Bound Brook include
every board, body, officer or commission supported and maintained
wholly or in part by funds appropriated by the Borough of South Bound
Brook, as required by N.J.S.A. 40A:5-5. Accordingly, the financial
statements of the Borough of South Bound Brook do not include the
operations of the Board of Education, inasmuch as their activities are
administered by a separate board.

Description of Funds

The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and
financial reporting principles. GASB codification establishes the
presentation of basic financial statements into three fund types, the
governmental, proprietary and fiduciary funds, as well as government-
wide financial reporting that must be used by general purpose
governmental units when reporting financial position and results of
operations in accordance with U.S. Generally Accepted Accounting
Principles (GAAP).

The accounting policies of the Borough of South Bound Brook conform to
the accounting principles applicable to municipalities which have been
prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey. Such principles and practices
are designed primarily for determining compliance with legal provisions
and budgetary restrictions and as a means of reporting on the
stewardship of public officials with respect to public funds. Under this
method of accounting, the financial transactions and accounts of the
Borough of South Bound Brook are organized on the basis of funds and
an account group which is different from the fund structure required by
GAAP. A fund or account group is an accounting entity with a separate
set for self-balancing accounts established to record the financial position
and results of operation of a specific government activity. As required by
the Division of Local Government Services the Borough accounts for its
financial transactions through the following individual funds and account

group:



NOTE 1:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B.

Description of Funds {Continued)

Current Fund - resources and expenditures for governmental operations
of a general nature, including Federal, State and local grant funds.

Trust Fund - receipts, custodianship and disbursement of funds in accor-
dance with the purpose for which each reserve was created.

General Capital Fund - receipt and disbursement of funds for the acquisi-
tion of general capital facilities, other than those acquired in the Current
Fund.

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

General Fixed Assets Account Group - Utilized to account for property,
land, buildings and equipment that has been acquired by other
governmental funds.

Basis of Accounting

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

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

Revenues - are recorded when received in cash except for certain
amounts which are due from other governmental units. Grants are
realized as revenue when anticipated in the Borough's budget. Receiv-
ables for property taxes are recorded with offsetting reserves on the
balance sheet of the Borough's Current Fund; accordingly, such amounts
are not recorded as revenue until collected. Other amounts that are due
the Borough, which are susceptible to accrual, are also recorded as
receivables with offsetting reserves and recorded as revenue when
received. GAAP requires revenues to be recognized in the accounting
period when they become susceptible to accrual, reduced by an
allowance for doubtful accounts.



NOTE 1:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

o3

Basis of Accounting (Continued)

Expenditures - are recorded on the "budgetary" basis of accounting.
Generally expenditures are recorded when an amount is encumbered for
goods or services through the issuances of a purchase order in
conjunction with the Encumbrance Accounting System. Outstanding
encumbrances at December 31, are reported as a cash liability in the
financial statements and constitute part of the Borough's statutory
Appropriation Reserve balance. Appropriation reserves covering
unexpended appropriation balances are automatically created at
December 31st of each year and recorded as iiabilities, except for
amounts which may be canceled by the governing body. Appropriation
reserves are available, until lapsed at the close of the succeeding year, to
meet specific claims, commitments or contracts incurred during the
preceding fiscal year. Lapsed appropriation reserves are recorded as
income. Appropriations for principal payments on outstanding general
capital and utility bonds and notes are provided on the cash basis;
interest on general capital indebtedness is on the cash basis, whereas
interest on utility indebtedness is on the accrual basis.

Encumbrances - Contractual orders at December 31 are reported as
expenditures through the establishment of encumbrances payable.
Under GAAP, encumbrances outstanding at year end are reported as
reservations of fund balance because they do not constitute expenditures
or liabilities.

Foreciosed Property - Foreclosed property is recorded in the Current
Fund at the assessed valuation when such property was acquired and is
fully reserved. GAAP requires such property to be recorded in the
General Fixed Assets Account Group at its market value.

Sale of Municipal Assets - The proceeds from the sale of municipal
assets can be heid in a reserve until anticipated as a revenue in a future
budget. GAAP requires such proceeds to be recorded as a revenue in
the year of sale.

Interfunds - Interfund receivables in the Current Fund are recorded with
offsetting reserves which are created by charges to operations. Income is
recognized in the year the receivables are liquidated. Interfund
receivables in the other funds are not offset by reserves. GAAP does not
require the establishment of an offsetting reserve.



NOTE 1:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C.

Basis of Accounting {Continued)

General Fixed Assets - Technical Accounting Directive No. 85-2,
Accounting for Governmental Fixed Assets, as promulgated by the
Division of Local Government Services, which differs in certain respects
from generally accepted accounting principles, requires the inclusion of a
statement of general fixed assets of the Borough as part of its basic
financial statements. General fixed assets are defined as non-
expendable perscnal property having a physical existence, a useful life of
more than one year and an acquisition cost of $5,000.00 or more per unit.
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.
General Fixed Assets that have been acquired and are utilized in a
governmental fund operation are accounted for in the General Fixed
Asset Account Group rather than in a governmental fund. No
depreciation has been provided on general fixed assets or reported in the
financial statements.

The Borough has developed a fixed assets accounting and reporting
system based on an inspection and valuation prepared by an
independent appraisal firm. Fixed assets are valued at historical cost or
estimated historical cost if actual historical cost is not available.

Inventories of Supplies - The cost of inventories of supplies for all funds
are recorded as expenditures at the time individual items are purchased.
The costs of inventories are not included on the various balance sheets.
GAAP requires the cost of inventories to be reported as a current asset
and equally offset by a fund balance reserve.

Basic Financial Statements

The GASB codification also defines the financial statements of
governmental unit to be presented in the general purpose financial
statements to be in accordance with GAAP. The Borough presents the
financial statements, schedules and statistical data listed in the table of
contents of the "Requirements of Audit and Accounting Revision of 1987"
as prescribed by the Division of Local Government Services, Department
of Community Affairs, State of New Jersey and which differ from the
financial statements required by GAAP.



NOTE 2: CASH AND CASH EQUIVALENTS

The Borough considers petty cash, change funds, cash in banks, deposits in the
New Jersey Cash Management Fund and certificates of deposit as cash and
cash equivalents.

A. Deposits

New Jersey statutes permit the deposit of public funds in institutions
which are located in New Jersey and which meet the requirements of the
Governmental Unit Deposit Protection Act (GUDPA) or the State of New
Jersey Cash Management Fund. GUDPA requires a bank that accepts
public funds to be a public depository. A public depository is defined as a
state bank, a national bank, or a savings bank, which is located in the
State of New Jersey, the deposits of which are insured by the Federal
Deposit Insurance Corporation. The statutes also require public
depositories to maintain collateral for deposits of public funds that exceed
certain insurance limits. All collateral must be deposited with the Federal
Reserve Bank 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.

The Borough of South Bound Brook had the following cash and cash
equivalents at December 31, 2007:

Cash Change
Fund in Bank Fund Totai
Current Fund $2.459,691.15 $450.00 $2,460,141.15
Assessment Trust Fund 9,515.36 9,515.36
Animal Control Trust Fund 471513 471513
Other Trust Fund 533,161.82 533,161.82
General Capital Fund 127,800.60 127,800.60
Public Assistance Trust Fund 115.04 115.04
Total - December 31, 2007 $3,134,999.10 $450.00 $3,135,449.10

Custodial Credit Risk — Deposits — Custodial credit risk is the risk that in
the event of a bank failure, the deposits may not be retumed. The
Borough does not have a specific deposit policy for custodial credit risk
other than those policies that adhere to the requirements of statute, As of
December 31, 2007, based upon the coverage provided by FDIC and
NJGUDPA, no amount of the bank balance was exposed to custodial
credit risk. Of the cash on balance in the bank, $100,000.00 was covered
by Federal Depository Insurance and $3,034,999.10 was covered under
the provisions of NJGUDPA.



NOTE 2

CASH AND CASH EQUIVALENTS (CONTINUED)

B. investments

The purchase of investments by the Borough are strictly limited by the
express authority of the New Jersey Local Fiscal Affairs Law, N.J.S.A.
40A:5-15.1. Permitted investments include any of the following type of
securities:

1.

Bonds or other obligations of the United States of America or
obligations guaranteed by the United States of America;

Government money market mutual funds which are purchased
from an investment company or investment trust which is
registered with the Securities and Exchange Commission under
the "Investment Company Act of 1940,” 15 U.S.C. 80a-1 et seq.,
and operated in accordance with 17 C.F.R. § 270.2a-7 and which
portfolio is limited to U.S. Government securities that meet the
definition of an eligible security pursuant to 17 C.F.R. § 270.2a-7
and repurchase agreements that are collateralized by such U.S.
Government securities in which direct investment may be made
pursuant to paragraphs (1) and (3) of N.J.S.A. 5-15.1. These
funds are also required to be rated by a nationally recognized
statistical rating organization.

Any obligation that a federal agency or a federal instrumentality
has issued in accordance with an act of Congress, which security
has a maturity date not greater than 397 days from the date of
purchase, provided that such obligation bears a fixed rate of
interest not dependent on any index or other external factor:

Bonds or other obligations of the Local Unit or bonds or other
obligations of school districts of which the Local Unit is a part or
within which the school district is located.

Bonds or other cbligations, having a maturity date not more than
397 days from date of purchase, approved by the Division of
Investment of the Department of Treasury for investment by Local
Units;



NOTE 2: CASH AND CASH EQUIVALENTS (CONTINUED)
B. Investments (Continued)

8. Local government investment pools that are fully invested in U.S.
Government securities that meet the definition of eligible security
pursuant to 17 C.F.R. § 270a-7 and repurchase agreements that
are collateralized by such U.8. Government securities in which
direct investment may be made pursuant to paragraphs (1) and
(3) of N.J.S.A. 5-15.1. This type of investment is also reguired to
be rated in the highest category by a nationally recognized
statistical rating organization.

7. Deposits with the State of New Jersey Cash Management Fund
established pursuant to section 1 of P.L 1977, c.281
(C. 52:18A-90.4); or

8. Agreements for the repurchase of fully collateralized securities if:
a. the underlying securities are permitted investments
pursuant to paragraphs (1) and (3) of this subsection;
b. the custody of collateral is transferred to a third party,
c. the maturity of the agreement is not more than 30 days;
d. the underlying securities are purchased through a public

depository as defined in section 1 of P.L. 1970, ¢.236
(C. 17:18-41); and

e. a master repurchase agreement providing for the custody
and security of collateral is executed.

The Borough of South Bound Brook's investment activities during the
year were in accordance with the above New Jersey Statute.

Based upon the limitations set forth by New Jersey Statutes 40A:5-15.1
and existing investment practices, the Borough is generally not exposed
to credit risks, custodial credit risks, concentration of credit risks and
interest rate risk for its investments nor is it exposed to foreign currency
risk for its deposits and investments.

NOTE 3: LONG-TERM DEBT

The Local Bond Law, Chapter 40A:2, governs the issuance of bonds to finance
general municipal capital expenditures. All bonds are retired in annual
installments within the statutory period of usefulness. All 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, shall mature and be paid off within ten years or financed by the
issuance of bonds. A summary of bond and note transactions for the year ended
December 31, 2007 are detailed on Exhibits "C-12" and "C-13".



NOTE 3: LONG-TERM DEBT (CONTINUED)

SUMMARY OF MUNICIPAL DEBT (EXCLUDING CURRENT
AND OPERATING DEBT AND TYPE || SCHOOL DEBT)

YEAR 2007 YEAR 2006 YEAR 2005

Issued;

Bonds and Notes $ 2868772400 $ 307172400 $ 2,909,724.00
Authorized but not Issued:

General:

Bonds and Notes 175,783.43 175,783.43 370,983.43
NET BONDS AND NOTES
ISSUED AND AUTHORIZED
BUT NOT ISSUED $ 304350743 $ 324750743 $  3,280,707.43

SUMMARY OF STATUTORY DEBT CONDITION
(ANNUAL DEBT STATEMENT)

The summarized statement of debt condition which follows is prepared in accordance
with the required method of setting up the Annual Debt Statement and indicates a statutory net
debt of 0.91%.

GROSS DEBT DEDUCTIONS NET DEBT
General Debt $ 304350743 § $ 3,043,507.43
School District Debt 3,717,000.00 3,717,000.00
TOTAL $ 6,76050743 $  3,717.000.00 $  3,043,507.43

NET DEBT $3,043,507.43 DIVIDED BY EQUALIZED VALUATION BASIS PER N.J.S.A.
40A:2-2 AS AMENDED $331,614,892.33 EQUALS 0.81%.

10



NOTE 3: LONG-TERM DEBT (CONTINUED)

BORROWING POWER UNDER N.J.S.40A:2-6 AS AMENDED

Equalized Valuation Basis - December 31, 2007 $ 331,614,882.33
3-1/2% of Equalized Valuation Basis $ 11,6086,621.23
Net Debt 3,043,507 .43
Remaining Borrowing Power $ 8,563,013.80

*Equalized Valuation Basis is the average of the equalized valuation of Real Estate,
including improvements, and the assessed valuation of Class Il Railroad Property of the
Borough for the last three {3) preceding years.

LONG-TERM DEBT:

Bond Anticipation Notes

Outstanding Bond Anticipation Notes are summarized as follows:

General Capital Fund, Interest Rate 4.00%, Maturity 8/22/08 $2.867,724.00

NOTE 4. FUND BALANCES APPROPRIATED
Fund balances at December 31, 2007, which were appropriated and included as
anticipated revenue in their own respective funds for the year ending December
31, 2008 are as follows:

Current Fund $825,000.00

11




NOTE &:

NOTE 6.

PROPERTY TAXES

Property taxes attach as an enforceable lien on property as of January 1. Taxes
are levied based on the final adoption of the current year municipal budget, and
are payable in four instaliments on February 1, May 1, August 1 and November
1. The Borough bilts and collects its own property taxes and also the taxes for
the county and local school district. The collections and remittance of county and
school taxes are accounted for in the Current Fund. Borough property tax
revenues are recognized when collected in cash and any receivables are
recorded with offsetting reserves on the balance sheet of the Borough's Current
Fund.

Taxes Collected in Advance - Taxes collected in advance and recorded as cash
liabilities in the financial statements are as follows:

BALANCE BALANCE
DECEMBER DECEMBER
31, 2007 31, 2006
Prepaid Taxes $ 28904900 $ 34,203.90

PENSION PLANS

Borough employees, who are eligible for a pension plan, are enrolied in one of
two pension systems administered by the Division of Pensions, Treasury
Department of the State of New Jersey. The plans are: the Public Employees'
Retirement System and the Police and Firemen's Pension Fund of New Jersey.
The Division annually charges participating govemment units for their respective
contributions to the plans based upon actuarial methods. Certain portions of the
costs are contributed by the employees. The Borough's share of pension costs,
which is based upon the annual billings received from the State, amounted to
$177,666.60 for 2007 and $100,437.60 for 2006.

Certain Borough employees are also covered by Federal Insurance Contribution
Act.

Information as to the comparison of the actuarially computed value of vested

benefit with the system's assets is not available from the State Retirement System
and, therefore, is not presented.

12



NOTE 7;

NOTE 8:

NOTE 9:

NOTE 10:

COMPENSATED ABSENCES

Under the existing policy of the Borough, employees are allowed to accumulate
unused vacation and sick pay over the life of their working careers, which may be
taken as time off, or paid at a later date, at an agreed upon rate. A reasonable
estimate of such unpaid compensation is not readily available from the Borough
but is probably material. Under accounting principles and practices prescribed
by the Division of Local Government Services, Department of Community Affairs,
State of New Jersey, the accumulated cost of such unpaid compensation is not
required to be reported in the financial statements as presented and any
amounts required to be paid are raised in that year's budget and no liability is
accrued on December 31, 2007.

LITIGATION, CLAIMS AND JUDGMENTS

There are several pending lawsuits in which the Borough is involved. The
Borough attorney estimates that the potential claims against the Borough, not
covered by insurance resulting from such litigation, would not materially affect the
financial statements of the Borough.

CONTINGENT LIABILITIES

The Borough participates in several financial assistance grant programs.
Entitlement to the funds is generally conditional upon compliance with terms and
conditions of the grant agreements and applicable regulations, including the
expenditure of funds for eligible purposes. These programs are subject to
compliance and financial audits by the grantors or their representatives. As of
December 31, 2007, the Borough does not believe that any material liabilities will
result from such audits.

RISK MANAGEMENT

The Borough is exposed to various risks of loss related to torts; theft of; damage
to, and destruction of assets; errors and omissions; injuries to employees; and
natural disasters. The Borough maintains commercial insurance coverage
covering each of those risks of loss. Management believes such coverage is
sufficient to preclude any significant uninsured losses to the Borough. Settled
claims have not exceeded this commercial coverage in any of the past three
fiscal years.

13



NOTE 11:

NOTE 12:

DEFERRED COMPENSATION PLAN

The Borough offers its employees a deferred compensation plan created in
accordance with Internal Revenue Code Section 457. The plan, available to all
Borough employees permits them to defer a portion of their salaries until future
years. The Borough does not make any contribution to the plan. The deferred
compensation is not available to employees until retirement, death, disability,
termination or financial hardships.

In accordance with the requirements of the Small Business Job Protection Act of
1996 and the funding requirements of Internal Revenue Code Section 457(g), the
Borough's Plan was amended to require that all amounts of compensation
deferred under the Plan are held for the exclusive benefits of plan participants
and beneficiaries. All assets and income under the Plans are held in trust, in
annuity contracts or custodial accounts.

The Plan is administered by the Public Employees Benefit Service Corporation
(PEBSCO) and Variable Life Insurance Company (VALIC).

The accompanying financial statements do not include the Borough's Deferred
Compensation Plan activities.

DEFERRED CHARGES TO BE RAISED IN SUCCEEDING BUDGETS

Certain expenditures are required to be deferred to budgets of succeeding years.
At December 31, 2007, the following deferred charges are shown:

Deferred to

December Included in Subsequent
31,2007 2008 Budget Budget
Current Fund:
N.J.S.A. 40A:4-52 $96,000.00 $24,000.00 $72,000.00
Overexpenditure of Appropriation Reserves _ 10,675.76 10.675.76

$106,675.76 $34,675.76  $72,000.00

Animal Control Trust Fund:
Deficit in Animal Control Expenditures $ 1,786.40 $ 1.786.40

$10846216 ~ 33646216  $72.000.00

The appropriations in the 2008 Budget are not less than that required by statute.

14



NOTE 13: INTERFUND RECEIVABLES AND PAYABLES

The following interfund balances remained on the balance sheet at December

31, 2007;
Interfund Interfund
Fund Receivables Payables
Current Fund $ 28,804.45 § 454 450.11
Assessment Fund 232.59 7,894 34
Animal Control Fund 6,501.53
Trust Other Fund 22,302.92
General Capital Fund 405,640.41
Payroll 56,471.45

$ 49114890 $ 491,148.90

All interfund balances resulted from the time lag between the dates that
payments between funds are made.

NOTE 14: RECENT ACCOUNTING PRONOUNCEMENT — GASB 45

Commencing with the fiscal year ending December 31, 2009 the Borough will be
required to implement the note disclosure provision of GASB Statement 45,
"Accounting and Financial Reporting by Employers for Post Employment Benefits
Other Than Pension.” This statement which was adopted during 2004 by the
Governmental Accounting Standard Board (GASB) requires the Borough to
disclose in the notes of the financial statements the future cost of the other post
employment benefits (OPEB) on a present value basis instead of the present pay
as you go method. OPEB obligations are non-pension benefits that the Borough
has contractually agreed to provide employees once they have retired and, in
most instances, will be for retirement health, prescription or dental insurance
coverage. The impact on the Borough's financial position or results of operation,
if any, cannot be readily determined at this time; however, under current New
Jersey budget and financial reporting requirements, the Borough will not have to
provide any amounts in excess of their current cash costs or recognized any
long-term obligations on their balance sheets,
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BOROQUGH OF SOUTH BOUND BROOK

SUPPLEMENTARY SCHEDULES — ALL FUNDS

YEAR ENDED DECEMBER 31, 2007




BOROUGH OF SOUTH EQUND BROOK

CURRENT FUND

SCHEDULE OF CURRENT CASH-COLLECTOR-TREASURER

Balance, December 31, 2006

Increased by Receipts:

State of New Jersey Senicr Citizens' Deductions
Grants Receivable

Taxes Receivable

Tax Overpayments

Prepaid Taxes

Misceltaneous Revenue Not Anticipated
Revenue Accounts Receivable

Petty Cash

Reserve for Due County - 5% Pilot

Sale of Municipal Assets

Interfunds

Reserve for Grants - Appropriated
Reserve for Grants - Unappropriated
2007 Appropriation Refunds

Decreased by Disbursements:
2007 Appropriations

2006 Appropriafion Reserves
Accounts Payable

Refund of Misceltaneous Revenue not Anticipated
Local District School Tax

County Taxes

Petty Cash

Refund of Prior Year Revenue
Tax Overpayments

Reserve for Revaluation
Interfunds

Reserve for Grants - Appropriated

Balance, December 31, 2007

REF.

A

A7
A-11
A-8
A-15
A-16
A-2
A-10
A6
A-13
A-19
A-23
A-24
A-25
A-3

A3
A-14
A-26
A2
A-18
AT
A-B
A1
A-15
A-20
A-23
A-24

$

44,473.58
178,225.27
8,921,231.51
32,700.34
28,904.80
275,415.14
2,217 45567
300.00
45,578.38
213.00
191,440.29
4,000.00
16,277.53
63,899.48

4,421,124.67
83,743.08
3.643.86
300.00
5,280,795.50
1,150,3186.31
300.00
64,714 .29
35,074.65
11,383.75
188,127.23
157,644.08

$

3

Wy

1,846,743.49

12.020,115.09

13,866,858.58

11,407,167.43

2.459,691.15




"A'S"
BOROUGH OF SOUTH BOUND BROOK
CURRENT FUND
SCHEDULE QOF CHANGE FUNDS
REF.
Balance, December 31, 2006
and December 31, 2007 A % 450.00
ANALYSIS OF BALANCE
Tax Collector 3 200.00
Municipal Court 200.00
Administration 50.00
3 450.00
llA_sll
SCHEDULE OF PETTY CASH
DISBURSEMENTS RECEIPTS
Finance Department $ 30000 3% 300.00
RE A4 A4



BOROUGH OF SOUTH BOUND BROOK

CURRENT FUND

SCHEDULE OF DUE STATE OF NEW JERSEY
PER CHAPTER 20, P.L. 1971

REF,

>

Balance, December 31, 2006 (Due From}

Increased by:
Senior Citizens and Veterans Deductions Allowed:

Per Tax Billings § 46,750.00
Per Tax Collector 250.00
A-7
Decreased by
Senior Citizens and Veterans Deductions
Disallowed by Tax Collector:
2007 Taxes A7 5 832.87
Received in Cash From State A-4 44 473.58
Balance, December 31, 2007 (Due From) A

CALCULATION OF "STATE'S-SHARE"-2007

SENIOR CITIZENS AND VETERANS DEDUCTION ALLOWED

Deductions per tax Billings:

11,250.00
35,500.00
250.00

Senior Citizens $
Veterans
Senior Citizen's Deductions Allowed by Collector
A-7
Less: Disallowed by Collector A-7
A8

$

3

“AT"

31,498.78

47,000.00

78,498.78

45,306.45

33192.33

47,000.00
832.87

46,167.13
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Balance, December 31, 2008
and December 31, 2007

BOROUGH QF SOUTH BOUND BROOK

CURRENT FUND

SCHEDULE OF TAX TITLE LIENS

REF.

4,.410.46
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BOROUGH OF SOUTH BOUND BROOK

CURRENT FUND

SCHEDULE OF RESERVE FOR STORM DAMAGE

REF.
Balance, December 31, 2008 A
Less:
Reimbursement of Costs - Canceled A-%
SCHEDULE OF RESERVE FOR 5% P.I.L.O.T. - DUE COUNTY
Balance, December 31, 2006 A

Increased by:
Receipts A-4

Balance, December 31, 2007 A

"A'12"

7,740.88

7,740.88

"A4T

8,960.00

45,578.38

54,538.38




Salaries and Wages:
Police
Inspecilon of Bulldings

Other Expenses:

Mayor & Council

Clerk

Financial Adminisirafion:

Assessmen! Of Taxes

Collection of Taxes

Legat Services & Cosfs

Engineering Services & Cosls

Public Builgings and Grounds

Planning Board

Unemploymeni Compensation Insurance
Medicat and Employee Coniracls

Fire

Bureau Of Fire Satety

Police

Municipal Counl

Environmenfal Commission

Firsf Ard Organizafion And Mainfenance Cosfs
Emergency Management Services
Road Repairs anc Mainfenance

Sawer Sysfem

Deparimen/ of Public Works

Garbage & Trash

Solid ¥Wasfe Recycling

Board of Health

Adminisirafion of Public Assisfance
Parks and Playgrounds

Board of Recreation Commissioners: Sports
Board of Recrealion Commissioners: Social
First Ai¢ Qrganizafion - Shared Services
Hislorical Society

tnspecfion of Buildings

Safety & Healfh Act

Fire Hydranf

Telephone

Fuel Oil

Gas/Electricity

Wafer

Confingent

Other Insurance

Redevelopment Cosis

2006 Appropriation Reserves
Accounis Payable

Qisbursemenls
Accounis Payable

“A-f4"
BORQOUGH OF SOUTH BOUND BROOK
CURRENT FUND
SCHEDULE OF APPROPRIATION RESERVES - 2006
BALANCE
DECEMBER MODIFIED PAIO OR BALANCE BALANCE
3f, 2008 BALANCE CHARGED LAPSED LAPSEQ
] 3,70000 % 3,70000 § 3,700.00 $
60.00 60.00 60.00
392.52 1,752.86 852.29 900.57
1,429.48 2,294 95 981.69 1.313.26
2,388.25 3,308.85 311.09 2,998.06
$06.35 1,365.23 478.98 886.24
3,733.28 4,055.84 850.68 3,096.26
7.404.71 7404 71 13.461.02 6,066.31
1,928.05 1,929.06 1,665.92 263.13
730.28 3,130.29 2,443.50 686.79
317.28 303.00 14.28
160.81 160.91 160.91
82.00 62.00 62.00
2,111.84 B,556.08 7.995.76 1,860.32
150.00 150.00
354,95 6,854.42 5,885.02 868 40
1,746.30 414486 3,230.44 81422
50.00 50.00 50.00
600.22 1,902.68 1,563.07 33961
208.56 1,243.56 1,241 06 2.50
f,.285.14 1,788.50 767.24 ,021.26
2.320.58 3,245.58 1,825.00 1,320.58
59.92 259.82 63.00 B8.92
6,672.7 52274 11.478.27 1,855.56
10,270,411 10,270 11 0,078 63 193.48
861 144.89 106.28
50.0¢ 50.00 §0.00
177.58 177.59 177.58
f,150.37 3,059.94 2,664.57 385.37
f.1556.10 1,955 10 800.00 1,155,410
5,000.00 5,000.00 5,000.00
174.38 12,429.38 8,623.33 2,806,05
1,217.84 1,311.60 170.52 1,141.08
2,366.00 2,366.00 686.00 1,677.00
4,565.56 4,585.96 3,886.12 679.84
2,897.38 3,422.60 2,319.92 1,102.68
$85.99 885.89 3,643.60 2,557.61
2,734.86 2,734 86 48.57 2,688.29
538.36 538.36 80.20 448.16
910.10 810.10 910.10
7.660.77 7.650.77 2,410.00 6.240.77
810.10 441010 3,500,00 810.10
3 80,878.09 & 130,538.38 § 85.822.08 4538202 § 10,675.76
A-14 A1 A-27
§ 80,870.09
48.660.26
§ 53,743.08
12,079.01
$ 9582208

W N N BN E BN W PR R I A N IR T IR B UE B e



‘IA_1 5‘!
BOROUGH OF SOUTH EOUND BROOK
CURRENT FUND
SCHEDULE OF TAX OVERPAYMENTS
EF.

Balance, December 31, 2006 A ) 26,868.45
Increased by:
Overpayments in 2007 A4 32,700.34

$ 59,568.79
Decreased by:
Canceled A-1 $ 10,648.72
Applied to 2007 Taxes Receivable A-8 13,825.00
Refund of Overpayments A-4 35,074.65

59,548.37
Balance, December 31, 2007 A $ 20.42
"A-16"
SCHEDULE OF PREPAID TAXES

Balance, December 31, 2006 A $ 34,203.90
Increased by:
Receipts A4 28,904.20

] 63,108.80
Decreased by
Applied to 2007 Taxes Receivable A-8 34.203.80
Balance, December 31, 2007 A $ 28,904.90




"A1T
BOROUGH OF SQUTH BOUND BROOK
CURRENT FUND
SCHEDULE OF COUNTY TAXES PAYABLE
REF.
2007 Tax Levy:
County Taxes $ 1,150,294.62
Added Taxes 21.69
A-1:A-8 $ 1,150,316.31
Decreased by:
Payments A4 $ 1,150,316.31
"A“IB"
SCHEDULE OF LOCAL DISTRICT SCHOOL TAX PAYABLE
Increased by:
Levy A-T.A-8 $ 5,280,795.50
Decreased by:
Payments A4 $ 5,280,785.50




Balance, December 31, 2006

Increased by
Receipts

Balance, December 31, 2007

Balance, December 31, 2006

Decreased by:
Disbursements

Balance, December 31, 2007

BOROUGH QOF SOUTH BOUND BROOK
CURRENT FUND

SCHEDULE OF RESERVE FOR SALE OF MUNICIPAL ASSETS

REF.

>

SCHEDULE OF RESERVE FOR REVALUATION

A4

nALfg"

6,855.21

213.00

7,168.21

"A20"

131,408.31

11,383.75

120,022.56




"A2{"
BOROUGH OF SOQUTH BOUND BROOK
CURRENT FUND
SCHEDULE OF LIBRARY STATE AID
EF.
Balance, December 31, 2006
and December 31, 2007 A 3 8,205.00
AP
SCHEDULE COF PROPERTY ACQUIRED FOR TAXES
{AT ASSESSED VALUATION}

Balance, December 31, 2006

and December 31, 2007 A $ 46,712.29




BOROUGH OF SOUTH BOUND BROOK

GENERAL CAPITAL FUND

ANALYSIS OF CASH

Fund Balance

Capital Improvement Fund

Grants Receivable

Contracts Payable

Improvement Authorizations Funded Set

Forth on Schedule "C-8"

Unexpended Proceeds of Bond Anticipation Notes

on Schedule "C-5"

Reserve for Redevelopment

Unfunded Improvemenis Expended-
Listed on "C-5"

Due Assessment Trust Fund

Due Current Fund

r|C_3||

BALANCE
DECEMBER
31, 2007

$ 91,044.37
182,316.73
{617,016.00)
8,160.83

395,525.94

(61,444.40)
726.31

534,128.23
(7,894.34)
(397,746.07)

3 127 800.60

0
m
By

C

||C_4||

SCHEDULE OF DEFERRED CHARGES TO FUTURE TAXATION-FUNDED

REF.
Balance, December 31, 2006 c
Decreased by:
2007 Budget Appropnation to Pay Bonds C-13

$ 107,000.00

3 107.000.00
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BORQUGH OF SOUTH BOUND BROOK

GENERAL CAPITAL FUND

SCHEDULE OF DUE CURRENT FUND

REF.

Balance, December 31, 2006
and December 31, 2007 (Due From)

9]

SCHEDULE OF CAPITAL IMPROVEMENT FUND

Balance, December 31, 2006 c
Increased by:

2007 Budget Appropriation Gc-2
Decreased by:

Appropriated to Finance Improvement Authorizations Cc-8

Balance, December 31, 2007 C

"G5

397,746.07

187,315.73

20.000.00

207,315.73

25,000.G0

182,315.73
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Balance, December 31, 2006
and December 31, 2007 (Due From)

BOROUGH OF SOUTH BOUND BROOK

GENERAL CAPITAL FUND

SCHEDULE OF DUE ASSESSMENT TRUST FUND

EF.

O

SCHEDULE OF RESERVE FOR REDEVELOPMENT

Balance, December 31, 2008
and December 31, 2007

"C.g

7,894 34

ulc_.] On

726.31




