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INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and Members
of the Township Committee

Township of South Harrison

County of Gloucester

Harrisonville, New Jersey

arfd account groups of
dender 31,2012 and 2011,
for the years then ended,

C es - regulatory basis of the
various funds, as of and for the year ended December 31, 2012, which collectively comprise the Township of
South Harrison’s financial statements as listed in the table of contents.

We have audited the accompanying balance sheets - regulatory basis of the varj
the Township of South Harrison, County of Gloucester, State of New Jersey, af
and the related statements of operations and changes in fund balances - regula

Management’s Responsibility for the Financial Statements

with the modified accrual basis of accounting described in ; this includes determining that the modified
accrual basis, with certain exceptions, and the budget law e State of New Jersey. Management is also
responsible for the design, implementation, and maigdgance of internal control relevant to the preparation and
fair presentation of financial statements that are free fromy#aterial misstatement, whether due to error or fraud.

Auditor’s Responsibility )</

We conducted our audit in accordance w%mg standards generally accepted in the United States of America;

Management is responsible for the preparation and fair pren f these financial statements in accordance

the standards applicable to financial ‘a ontained in Government Auditing Standards, issued by the
Comptroller General of the Uniteg™Stat d the audit requirements prescribed by the Division of Local
Government Services, Departme unity Affairs, State of New Jersey. Those standards require that we
plan and perform the audit to in‘weasonable assurance about whether the financial statements are free of
material misstatement. An afidit inQyades consideration of internal control over financial reporting as a basis for
e appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectivgness o Township’s internal control over financial reporting. Accordingly, we express

no such opinion. Arnye udes examining, on a test basis, evidence supporting the amounts and disclosures
in the financj An audit also includes assessing the accounting principles used and significant
estimates mafe, aregement, as well as evaluating the overall financial statement presentation. We believe

that our audigdovides a reasonable basis for our opinion.



Basis of Accounting

As discussed in Note 1, the Township of South Harrison 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 a modified accrual basis, with certain exceptions, and the budget laws
of the State of New Jersey. These practices are a basis of accounting other than accounting principles generally
accepted in the United States of America. The presentation requirement does not include a Management
Discussion and Analysis as required by the Governmental Accounting Standards Board to be presented as
Required Supplementary Information, but not required by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey. The effect on the financial statements of the, variances
between the prescribed basis of accounting and accounting principles generally accepted in the Unité€q States of
America, although not reasonably determinable, are presumed to be material.

Opinion

In our opinion, because of the effects on the financial statements of the requirement thgithe Tggnship of South
i in the preceding
y with accounting
e Township of South
ges in fund balance for the

principles generally accepted in the United States of America, the financial
Harrison as of December 31, 2012 and 2011, or the results of its operations 3
years then ended.

However, in our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position - regulatory basis of the various funds account groups of the Township of South
Harrison as of December 31, 2012 and 2011, and the results tions and changes in fund balances -
regulatory basis of such funds for the year then ended and the Waterflent of revenues - regulatory basis and
statement of expenditures - regulatory basis of the various fu@r th¥€ years ended December 31, 2012 and 2011

on a modified accrual basis of accounting described in No

consideration of the Township of South Harrison’s inter: ontrol structure over financial reporting and on our

L
In accordance with Government Auditing Standardsﬁ%e also issued our report dated May 29, 2013, on our
tests of its compliance with certain provisiogs gf laws,#egulations, contracts, and grant agreements and other
ribe
that

matters. The purpose of that report is to e scope of our testing of internal control over financial
reporting and compliance and the results of jAg, and not to provide an opinion on the internal control over
financial reporting or on compliance. Padgeport is an integral part of an audit performed in accordance with
Government Auditing Standards, and shoffld M€ considered in assessing the results of our audit.

O



Disclaimer of Opinion on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Township of South Harrison’s financial statements as a whole. The accompanying supplemental
schedules and information presented in the “General Comments”, “Other Comments”, and “Schedule of Findings
and Questioned Costs” sections, as listed in the table of contents, are presented for purposes of additional analysis
and are not a required part of the financial statements. Such information has been subjected to auditing
procedures applied in the audit of the financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the informatidty, is fairly
stated in all material respects, in relation to the financial statements as a whole.

Respectfully submitted,

BALL, BUCKLEY &

Certified. Public Acco

William H. Buckley, III
Registered icipal Accountant #46
Certified RiiblicNccountant

May 29, 2013 O
S



INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

The Honorable Mayor and Members
of the Township Committee
Township of South Harrison

County of Gloucester

Harrisonville, New Jersey D

We have audited the financial statements - regulatory basis of the Townsh outh Harrison, County of
Gloucester, State of New Jersey, as of and for the year ended December 31, 2012, and have issued our report
thereon dated May 29, 2013 which indicated that the financial statements were not prepared in accordance with
accounting principles generally accepted in the United States of A a but were prepared on a regulatory basis
of accounting prescribed by the Division of Local Government Se: partment of Community Affairs, State
of New Jersey. We conducted our audit in accordance with auditidg standards generally accepted in the United
States of America; the standards applicable to financial apditS\gonddined in Government Auditing Standards,
issued by the Comptroller General of the United States, and @ pliance with audit requirements as prescribed
by the Division of Local Government Services, D#partmenhab€Community Affairs, State of New Jersey.

Internal Control Over Financial Reporting S/

In planning and performing our audit, we cgRgidergd the Township of South Harrison’s internal control over
financial reporting as a basis for designing our awdj#ng procedures for the purpose of expressing our opinion on

the financial statements, but not for me@e of expressing an opinion on the effectiveness of the Township

of South Harrison’s internal control over ial reporting. Accordingly, we do not express an opinion of the
effectiveness of the Township of S son’s internal control over financial reporting.

A deficiency in internal contro¥8isthwhen the design or operation of a control does not allow management or
employees, in the normal gourse'yf performing their assigned functions, to prevent, or detect and correct
misstatements on a timelyNgasis, A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that therwj€ a reasonable possibility that a material misstatement of the Township of South
Harrison’s financial ﬁv s will not be prevented, or detected and corrected on a timely basis.

Our considefatjgn of % al control over financial reporting was for the limited purpose described in the first
paragraph of&is section and was not designed to identify all deficiencies in internal control over financial
reporting that m e significant deficiencies or material weaknesses and therefore, there can be no assurance
that all ienci€s, significant deficiencies or material weaknesses have been identified. We did not identify any
deficiexgies TYrinternal control over financial reporting that we consider to be material weaknesses, as defined
ever, we identified certain deficiencies in internal control over financial reporting, as described in
anying schedule of findings and questioned costs that we consider to be significant deficiencies in
control over financial reporting. A significant deficiency is a deficiency, or a combination of
defidencies, in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.




Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Township of South Harrison’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grants agreements, noncompliance with which could have a direct and material effect
on the determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results
of our tests disclosed instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards or the requirements of the Division of Local Government Services which is
described in the accompanying summary schedule of prior year audit findings and questioned costs as itgms 2010-
1 and 2010-2.

Purpose of this Report

This report is intended solely for the information and use of management, the Township ittee of the
Township of South Harrison, others within the entity, and federal awarding agencies ass-#firough entities,
the New Jersey Division of Local Government Services, and certain other intereste, ent agencies and

is not intended to be and should not be used by anyone other than those spec ar
Respectfully submitte

Ball, Buckloy & Scher, LLP

o willdwH. Buckley, IIi
egistered Mumclpal Accountant #46
fied Public Accountant

May 29, 2013 )</
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EXHIBIT A-1
TOWNSHIP OF SOUTH HARRISON
CURRENT FUND
COMPARATIVE STATEMENTS OF OPERATIONS AND
CHANGES IN FUND BALANCE
REGULATORY BASIS
For the Years Ended December 31, 2012 and 2011

Ref. Year 2012 Year 2011
Revenue and other income realized:
Fund balance utilized A2 $ 200,000.00 $ 99,000.00
Miscellaneous revenue anticipated A-2 1,184,756.79
Receipts from delinquent taxes A-2 177,492.37
Receipts from current taxes A-2 9,159,735.41
Non-budget revenue A-2 115,129.75
Other credits to income:
Unexpended balance of appropriation reserves A-8 102,122.87
Interfunds cleared 35,857.34

Total income 10,342,291.05

Expenditures:
Budget operations:
Operations within "CAPS":

Salaries and wages A-3 569,300.00 529,650.00
Other expenses A-3 796,975.00 885,850.00
Deferred charges and statutory expenditures 147,626.00 181,659.00
Operations excluded from "CAPS":
Salaries and wages 3 17,224.00 22,306.00
Other expenses 324,462.83 36,560.13
Capital improvements L 3 £3 75,900.00 42,000.00
Debt service A-3 994 .81 0.00
Deferred charges & A-3 51,333.33 7,000.00
County taxes A-11 2,198,770.06 2,218,599.16
Due county for added and omitted taxes A-11 16,569.47 15,970.62
Local district school tax A-9 3,545,873.00 3,464,445.00
Regional high school tax A-10 2,818,832.38 2,595,196.53
Municipal open space tax A-5 40,587.14 40,272.60
Due municipal open space fogmide omitted taxes A-5 304.11 282.16
Interfunds created 100,111.84 118.39

Excess or (deficit)dp reve

Total expenditures

nt be d balance:
tures included above which are by statute
dgets of succeeding years

atutONp excess to fund balance

Furfd balance - January 1

Decreased by utilization as anticipated revenue

Fund balance - December 31

10,704,863.97

10,039,909.59

233,163.78 302,381.46

0.00 133,000.00

233,163.78 435,381.46

A 777,953.52 441,572.06
1,011,117.30 876,953.52

A-2 200,000.00 99,000.00
A 3§ 811,117.30 777,953.52

See accompanying notes to the financial statements.

-
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EXHIBIT A-2

(Continued)
TOWNSHIP OF SOUTH HARRISON
CURRENT FUND
STATEMENT OF REVENUES
REGULATORY BASIS
For the Year Ended December 31, 2012
ANALYSIS OF REALIZED REVENUES
Ref.
Allocations of current tax collections:
Revenue from collections A-1,A-5 $ 159¢/35.41
Allocated to:

School, county, and special district taxes A-5 8,620,936.16
Balance for support of municipal appropriations 538,799.25
Add: appropriation "reserve for uncollected taxes" A-3 226,512.21

Amount for support of municipal budget

appropriations $ 765,311.46

Analysis of receipts from delinquent taxes:
Delinquent tax collections
Tax title lien collections

$ 173,349.61
4,142.76

fbsl/ A2 $  177,492.37
Fees and permits: )</
Township clerk A-7 $ 13,867.60

Police A-7 609.40
Chief financial officer A-7 2,850.00
39.00

Registrar of vital statistics A-7

slotal fees and permits $ 17,366.00

O Ref. A-2

See accompanying notes to the financial statements.

-



EXHIBIT A-2
(Concluded)

TOWNSHIP OF SOUTH HARRISON
CURRENT FUND
STATEMENT OF REVENUES
REGULATORY BASIS
For the Year Ended December 31, 2012

Ref.

Miscellaneous revenue not anticipated:
Cash collections:
Road inspection fines from the D.M.V. $
Recycling
Various licenses
Electronic tax files
Senior citizens/veterans administrative charge
Interest earned on investments
Prior year voided checks- municipal court
Hurricane Irene reimbursements 92,011.61
Miscellaneous 6,269.00
Total cash collections A $ 113,148.30

Non-cash collections:

Interest on investments 1,981.45
Total non-cash collections O 1,981.45

2 ]

Total miscellaneous revenue not antiﬁﬁdy A-2 $ 115,129.75

O

See accompanying notes to the financial statements.

-10-
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EXHIBIT A-3

(Concluded)
TOWNSHIP OF SOUTH HARRISON
CURRENT FUND
STATEMENT OF EXPENDITURES
REGULATORY BASIS
For the Year Ended December 31, 2012
Ref.
Paid or charged:
Federal and state grants A-14 $ .83
Deferred charges:
Special emergency authorizations -
5 years (N.J.S. 40A:4-55) A 7,000.00
3 years (N.J.S. 40A:4-55.1 et seq.) A 44,333.33
Reserve for uncollected taxes A-2 226,512.21
Cash disbursed A-4 Q 1,464,398.52

$ 2,078,930.89

,Q Ref. A-3

See accompanying notes to the financial statements.
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EXHIBIT C

TOWNSHIP OF SOUTH HARRISON
GENERAL CAPITAL FUND
COMPARATIVE BALANCE SHEETS
REGULATORY BASIS
December 31, 2012 and 2011

Balance Balance
December Decetfifer
Ref. 31, 2012 301
ASSETS
Cash - chief financial officer 344,523.89
Amount due from state and federal grant fund 11,550.00
356,073.89
LIABILITIES. RESERVES., AND FUND
BAILLANCE
Capital improvement fund ' @ $ 64,083.93 $ 20,095.32
Amount due to current fund A 20.15 64.30
Improvement authorizations:
Funded C-5 47,190.78 66,798.41
Capital reserves C4 323,235.39 269,115.86

@' $ 43453025 $  356,073.89

O
o

See accompanying notes to the financial statements.
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ASSETS

Cash - chief financial officer

EXHIBIT F

TOWNSHIP OF SOUTH HARRISON
PAYROLL ACCOUNT
COMPARATIVE BALANCE SHEETS
REGULATORY BASIS
December 31, 2012 and 2011

LIABILITIES AND RESERVES

Payroll taxes payable
Amount due current fund

Balance Balance
December Dec er
Ref. 31, 2012 1
F-1 $ 28,8040 5,549.68
F- $ 274.87 $ 5,413.03
28,526.53 136.65

O $ 2880140 $  5,549.68
.

See accompanying notes to the financial statements.
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EXHIBIT G

TOWNSHIP OF SOUTH HARRISON
GENERAL FIXED ASSETS
STATEMENT OF GENERAL FIXED ASSETS
REGULATORY BASIS
At December 31, 2012 and 2011

Balance Balance
December Dece T
31, 2012 31¢
General fixed assets:
Land and buildings $ 1,693,952.00 45,797.00
Equipment 324,351.7 453,863.00
Total general fixed assets 2,018 . 1,699,660.00
Investments in general fixed assets $ 2,018,&8&?) $  1,699,660.00

See accompanying notes to the financial statements.
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TOWNSHIP OF SOUTH HARRISON
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

The Township of South Harrison was formed as a Township by an act of the New Jersey legislature on March
2, 1883, from portions of Harrison Township and is located in the County of Gloucester in the St:
Jersey. The Township covers approximately 15.8 square miles with a population, according to thg201Y census,
of 3,162. The governing body, the Township Committee, is comprised of five elected memRers who
year terms. The Mayor and Deputy Mayor are elected by the members of the Committee, with,
for a one-year term in this office.

determine which component units should be included in the financial statemgatg o oversight entity. The
primary criterion for including activities within the reporting entity, as set fof e Jatement, is the degree
of oversight responsibility maintained by the reporting entity. However, thd New Jersey, Division of
Local Government Services requires the financial statements of the TownshidNQD€ presented separately. As
such, the financial statements of the Township of South Harrison include each board, body, officer, or
commission supported and maintained wholly or in part by funds appropriated by the Township, as required by

The Governmental Accounting Standards Board (GASB) Statement No. 14 establ'%@eria to be used to

N.J.S. 40A:5-5.

Except as noted below, the financial statements of the Township@ﬁ Harrison include every board, body,
officer, or commission supported and maintained wholly o rtdy funds appropriated by the Township of
South Harrison, as required by N.J.S. 40A:5-5.

3
B. Description of Funds

The accounting policies of the Township of Soysh HMon conform to the accounting principles applicable
to municipalities which have been prescribegby thg Division of Local Government Services, Department of
Community Affairs, State of New Jersey. Suchwgpiples and practices are designed primarily for determining
compliance with legal provisions and b ary restrictions and as a means of reporting on the stewardship of
public officials with respect to public der this method of accounting, the Township of South Harrison
accounts for its financial transactio O he following separate funds and accounts as presented below. This
presentation differs from the thr n\jwo account group presentation as required by GAAP.

Current Fund - resources affd exp
and State grant funds.

itures for governmental operations of a general nature, including Federal

Trust Fund - receip odanship, and disbursement of funds in accordance with the purpose for which each
reserve was cpeated

General Ca
than those acqu

1 Fund - receipt and disbursement of funds for the acquisition of general capital facilities, other
n the Current Fund. In addition, the fund is used to track the status of debt authorized for

capital proygcts.
yro@nt - receipt and disbursement of funds to meet obligations to employees and payroll tax liabilities.

Ge Fixed Assets Account Group - to account for fixed assets used in governmental operations.
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TOWNSHIP OF SOUTH HARRISON
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Basis of Accounting

in certain
to local
e more

The accounting principles and practices prescribed for municipalities by the State of New Jersey diffe
respects from accounting principles generally accepted in the United States of America applica
governmental units. A modified accrual basis of accounting is followed with minor excepti
significant policies in New Jersey follow.

Revenues - are recorded when received in cash except for certain amounts which are from other
governmental units. Receipts from Federal and State grants are realized as revenu en gAfticipated in the
Township budget. Receivables for property taxes are recorded with offsetting rese e balance sheet of
the Township's Current Fund; accordingly, such amounts are not recorded ggsmeyent unfil collected. Other
amounts that are due the Township which are susceptible to accrual are flso ré§or@€d as receivables with
offsetting reserves and recorded as revenue when received. Fund balance utiNzed toj}palance budget is recorded
as revenue and budgeted transfers from other funds are also recorded as revenu®sk€n anticipated in the budget.

Expenditures - are recorded on the "budgetary" basis of accounting. Generally, expenditures are recorded when
an amount is encumbered for goods or services through the issuan a purchase order in accordance with the
Encumbrance Accounting System. Outstanding encumbrances er 31 are reported as cash liability in
the financial statements. Appropriation reserves covering unexpen¥¢d appropriation balances are automatically
created at December 31 of each year and recorded as liabilj exc€pt for amounts which may be canceled by
the governing body. Appropriation reserves are available @ apsed at the close of the succeeding year, to
meet specific claims, commitments or contracts inc®red dur™asfhe preceding fiscal year. Lapsed appropriation
reserves are recorded as income. Grant appropriab@}? charged upon budget adoption to create separate

spending reserves. Budgeted transfers to other funds ar§fecorded as expenditures when the budget is adopted

to the extent permitted or required by law. priatiofis for principal payments on outstanding general capital
bonds and notes are provided on the cash bagh& intepest on general capital indebtedness is on the cash basis.

annually and are payable in quarterly ingfallp¥ents on February 1, May 1, August 1, and November 1 of each
year. All unpaid taxes levied b ofinquent January 1 of the following year. Delinquent taxes are
considered fully collectible and foNwno allowance for uncollectible taxes is provided.

Property Taxes - Property taxes attacnforceable lien on property as of January 1. Taxes are levied
¢

Foreclosed Property - Foreflosed pfoperty is recorded in the Current Fund at the assessed valuation when such
property was acquired andW fully reserved.

Interfunds - Interfuyfd redeivables in the Current Fund are recorded with offsetting reserves which are created
by charges togberatip ncome is recognized in the year the receivables are liquidated. Interfund receivables
in the other s are YOt offset by reserves.

Deferred Char The recognition of certain expenditures is deferred to future periods. These expenditures,
or defegfed\gharges, are generally overexpenditures of legally adopted budget appropriations or emergency
approfNatio ade in accordance with N.J.S.A. 40A:4-46 et seq. Deferred charges are subsequently raised as
) ems of dgpropriation in budgets of succeeding years.

ce - Cost of insurance for all funds are recorded as expenditures at the time of payment. Insurance costs
charéeable to future periods are not carried as prepayments.
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TOWNSHIP OF SOUTH HARRISON
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Basis of Accounting (Continued)

Compensated Absences - Compensated absences are those absences for which employees will be paj
vacation, sick leave, and sabbatical leave. New Jersey municipalities are permitted to accrue a ¢

absences liability. The Township has not begun to accumulate funds for accrued absences. e 16 for
additional information on the Township’s compensated absences policy.

Inventories of Supplies - The costs of inventories of supplies for all funds are recorded as ex itures at the
time individual items are purchased. The costs of inventories are not included on t@s alance sheets.

General Fixed Assets - The Township has developed a fixed asset acc
promulgated by the Division of Local Government Services, which differs
accepted accounting principles.

d rfeporting system as
An #spects from generally

Fixed assets used in governmental operations (general fixed assets) are to be accounted for in the General Fixed
Assets Account Group. Public domain ("infrastructure") general fixed assets consisting of certain improvements
other than buildings, such as roads, bridges, curbs and gutters, str and sidewalks, and drainage systems are
not capitalized.

All fixed assets are valued at historical cost or estimated higbriCN c@St if actual historical costs is not available,
except for land which is valued at assessed value at the timl nd is foreclosed or donated. Land purchased
by the Township is valued at cost. ]

No depreciation has been provided for in the financ%éments.

Expenditures for construction in progress ar@gcorded in the Capital Funds until such time as the construction
is completed and put into operation.

Fixed Assets acquired through grants 1@ contributed capital have not been accounted for separately.

Tax Appeals and Other Conti ses - Losses which arise from tax appeals and other contingent losses
are recognized at the time an orwble decision is rendered by an administrative or judicial body.

Budgets - The governin, dy prepares and approves by resolution an operating and capital budget for the
Current Fund which igthen sy#hitted for certification to the State of New Jersey, Department of Community
Affairs, Director of ffocalgoVernment Services. Upon the receipt of such certification and after a public hearing,
the budget isen a§opteg by resolution. Transfers of budgeted amounts may be made by resolution of the
Township C ittee S#bsequent to October 31 in the current budget year and up to March 31 of the following
year.

Once u@% Township may make emergency appropriations for purposes which are not known at the time
et w

thg b adopted per N.J.S.A. 40A:4-46. Also, the Township may make amendments to the budget for
y speciitem of revenue made available by any public or private funding source per N.J.S.A. 40A:4-87.
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TOWNSHIP OF SOUTH HARRISON
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Basis of Accounting (Continued)

Reserve for Uncollected Taxes - The inclusion of the “Reserve for Uncollected Taxes” appropriajgon in the

amount of which is determined on the percentage of collections experienced in the immediate prec
certain exceptions, is required to provide assurance that cash collected in the current year yAll provide
cash flow to meet expected obligations.

School Taxes - The municipality is responsible for levying, collecting, and remittjersschodl taxes for the
Township of South Harrison School District and the Township’s share of the Kingsay ional High School
District. Operations are charged for the full amount required to be raised fpemgaxdon to operate the local

school district and the regional high school district for the period from Janug De€ember 31.

County Taxes - The municipality is responsible for levying, collecting, and réMmissthg the Township’s share of
county taxes for the County of Gloucester. Operations is charged for the amount due the County for the year,
based upon the ratables required to be certified to the County Board of Taxation by January 10 of the current
year. In addition, operations is charged for the County share of a@;d omitted taxes certified to the County
Board of Taxation by October 10 of the current year and due teNpe payk to the County by February 15 of the
following year.

Fund Balance - Fund balances included in the current resent amounts available for anticipation as
revenue in futures years budgets, with certain restr®tions.

Capitalization of Interest - It is the policy of the Town: of South Harrison to treat interest on projects as a
current expense and the interest is included &g j#e curreit operating budget.

a for | rior year has been presented in the accompanying financial
angigg of changes in the Township’s financial position and operations.
However, comparative data has not been¢ ¥nted in each of the statements because its inclusion would make
the statements unduly complex an icho read.

Use of Estimates - The prep oMfinancial statements in accordance with accounting principles applicable
to municipalities which havf been Prescribed by the Division of Local Government Services, Department of
Community Affairs, Stat Ney Jersey, requires management to make estimates and assumptions that affect
certain reported amo@nd fSclosures. Accordingly, actual results could differ from those estimates.

o
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TOWNSHIP OF SOUTH HARRISON
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Concluded)

C. Basis of Accounting (Concluded)

Departures from Generally Accepted Accounting Principles - The accounting principles and practiceg followed
by the Township of South Harrison differ in some respects, which in some instances may be matée\ial, from

generally accepted accounting principles applicable to local government units. The more signifi differences
are as follows:

Taxes and other receivables are fully reserved.

Interfund receivables in the Current Fund are fully reserved and recognu@venue

in the year of liquidation.
Unexpended and uncommitted appropriations are reflected as exs.

Overexpended appropriations and emergency appropriations are deferred to the
succeeding years' operations.

No provision is made for accumulated vested vacatigg and ek leave.

months ended December 31 are not accrued.
L)

Estimated losses arising from tax appeal%c}ler contingencies are not recorded when

Undetermined contributions to state—administe@ns' n plans applicable to the six

it is probable that a loss has been incurred an§#fie amount of such loss can be reasonably

estimated. M
Depreciation expense is not calculat fixed assets.

It was not practicable to determine the e such differences.

NOTE 2 - INVESTMENTS

As of December 31, 201 d 2011, the Township did not have any investments.

as a means of#hanag b exposure to fair value losses arising from increasing interest rates. However, New

Interest Rate Risk o nship does not have a formal investment policy that limits investment maturities
Jersey Statutf 5y (a) limits the length of time for most investments to 397 days.

cal unit is a part: obligations of federal agencies not exceeding 397 days; government money
al funds; the State of New Jersey Cash Management Plan; local government investment pools; or
repgrchase of fully collateralized securities.

Confentration of Credit Risk - The Township places no limit on the amount the Township may invest in any
one issuer.
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TOWNSHIP OF SOUTH HARRISON
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

NOTE 3 - CASH AND CASH EQUIVALENTS

Custodial Credit Risk Related to Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the Township’s deposits might not be
recovered. Although the Township does not have a formal policy regarding custodial credit risk, N.J.S.A. 17:9-

Corporation (FDIC). Public funds owned by the Township in excess of FDIC insured
GUDPA. However, GUDPA does not protect intermingled trust funds such as salary withholdi scrow trust,
or funds that may pass to the Township relative to the happening of a future conditio uch gnds are shown
as uninsured and uncollateralized in the schedule below.

As of December 31, 2012, the Township's bank balances were exposed to ¢ % crddit risk as follows:
1

Insurance $ 6,591.88
Uninsured and collateralized with securities held by
pledging financial institutions (GUDPA) 2,531.995.66
,Q $ 3.560,587.54
New Jersey Cash Management Fund

During the year, the Township participated in the Mew J er@sh Management Fund. The Fund is governed
by regulations of the State Investment Council, rescribe standards designed to insure the quality of
investments in order to minimize risk to the Fund’s partic\y#its. Deposits with the New Jersey Cash Management
Fund are not subject to custodial credit risk gs gefined aove. At December 31, 2012, the Township’s deposits
with the New Jersey Cash Management FungQuere $81,969.00.

NOTE 4 - INTERFUND RECEIV D PAYABLES

The following schedule reconcil teNgnd receivables and payables for the year ended December 31, 2012:

Due To
Dog License General Total
Current Trust Capital Due
Due Bfom Fund Fund Fund From
Curferyrfun $ - $ 49.59 $ - $ 49.59
Statg/pd federal grant
fund 151,487.35 - 11,550.00 163,037.35
r tréfst funds 1,666.50 - - 1,666.50
Gencyel capital fund 20.15 - - 20.15
roll fund 28.526.53 - - 28.526.53
Total due to $ 181.700.53 $ 49.59 $ 11,550.00 $ 193.300.12

Most grants are on a reimbursement basis. The interfund with the grant fund is the result of expenditures prior
to year end that were not reimbursed. Most interfunds from the trust fund to the current fund are due to interest
earned in December 2012 that were not turned over to the current fund prior to year end. The amount due from
the general capital fund to the current fund is also due to interest earned in December 2012 that was not turned
over. The interfund from the payroll account is the result of turning over the funds for the first payroll of January
2013 in December 2012.
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TOWNSHIP OF SOUTH HARRISON
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

NOTE 5 - PROPERTY TAXES

The following is a three year comparison of certain statistical information relative to property taxes and property

tax collections for the current and previous two years.
01 14(2010

Comparison of Tax Rate Information

2012 /

Total Tax Rate . . 2.105
Apportionate of Tax Rate:

Municipal 6 165 $ .091

County {3 552 550

Local School .861 .842

Regional High School .644 612

Municipal Open Space .010 .010

Assessed Valuation:

2012 $ 405,871,359.00
2011 $ 29725,957.00
2010 . $ 401,067,729.00

Comparison of Tax Levies and Collection Currewﬁ>/
A study of this tabulation could indicate a p le trend in future tax levies. A decrease in the percentage of

current collections could be an indication of%le increase in future tax levies.

Currently
Percentage
Cash Of
Year &L@ Collections Collection
2012 9,31.,423.41 $ 9,159,735.41 98.05%
2011 ,043,710.53 $ 8,872,575.92 98.11%
2010 $ ,478,402.31 $ 8,153,224.15 96.16%

Delinquent

es a Title Liens

This tabulatiefNpcluges a comparison, expressed in percentage, of the total of delinquent taxes and tax title liens
in relation to the¥gK levies of the last three years.

Amount Amount Of
& Of Tax Delinquent Total Percentage
ear Title Liens Taxes Delinquent Of Tax Levy
2012 $ 31,879.32 % 146,852.47  $ 178,731.79 1.91%
2011 $ 34,136.77 $ 159,281.89 $ 193,418.66 2.14%
2010 $ 27,986.74 $ 314,989.18 $ 342,975.92 4.04%
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TOWNSHIP OF SOUTH HARRISON
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2011
NOTE 5 - PROPERTY TAXES (Concluded)
Property Acquired by Tax Title Lien Liquidation

The value of property acquired by liquidation of tax title liens on December 31, on the basis of the lag assessed
valuation of such properties when foreclosed, was as follows:

__Year Amount
2012 $ -
2011 $ >
2010 $ ,Q
NOTE 6 - FUND BALANCES APPROPRIATED O

The following schedule details the amount of fund balances available at the end of the current year and four
previous years and the amounts utilized in the subsequent years’ budgets.

Utilized In
Approved
Q Budget Of
Succeeding
Year ®ecemb Year

2012 %,117.30
2011 $ 777,953.52
2010 441,708.53

Current Fund:

$ 269,000.00
$ 200,000.00
$ 99,000.00
2009 $ 810,713.19 $ 501,801.69
2008 $ 814,666.85 $ 475,000.00

NOTE 7 - TAXES COLLEC ADVANCE

Taxes collected in advan et forth as cash liabilities in the financial statements as follows:

Balance Balance

December December

31,2012 31,2011
Prepai es $ 93.286.04 $ 93,775.18
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TOWNSHIP OF SOUTH HARRISON
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2012
NOTE 8 - LONG-TERM DEBT
There is no long-term debt.

Permanently funded debt (general obligation bonds) as of December 31, 2012

None Issued.

Temporary unfunded debt as of December 31, 2012 N
None Issued. Q
a

Summary of Statutory Debt Condition - Annual Debt Statement

b with the required method
,612.91.

The summarized statement of debt condition which follows is prepared in acd
of setting up the Annual Debt Statement and indicates a statutory net debt of $

Gross Debt Deduction Net Debt
Local School District Debt $ 12,297,9 3 9,261,314.02 $ 3,036,612.91
Regional High School District Debt 487. 6.696.487.90 -

483 $ 15,957,801.92 $§ 3.036.612.91
Net Debt $3,036,612.91 divided by Equalized Valua&BB?is per N.J.S. 40A:2-2, $370,452,560.67 = .820%.

Equalized Valuation Basis )</
2010 $ 379,807,291.00

2011 366,636,231.00
2012 364.914.160.00

Average $ 370.452.560.67

Borrowing Power Under N.J.S. 4¥A:2-6

3 1/2% Of Equalized Jgluatidf Basis (Municipal) $ 12,965,839.62
Net Debt 3.036.612.91
Remaining owipg Power $ 9.929,226.71

The Toyns\p of South Harrison School District, as a K-6 school district, is permitted to borrow up to 2.5 % of
avPRgge cdfualized valuation for the past three years. State statutes allow a school district to exceed the
strict’s Wgmitations with voter approval. Any amounts in excess of the limit is treated as an impairment of the
jcipal limit.

The&Kingsway Regional High School District is a 7-12 regional school district and as a result the amount of debt
issued is not subject to any statutory limitation based on average equalized valuations. Debt is allocated based on
the municipality’s equalized valuation as a percentage of the total regional school district’s equalized valuation.
Since all debt authorized by the regional school district is deductible, it does not effect the net debt of the
municipality.
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TOWNSHIP OF SOUTH HARRISON
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2011

NOTE 9 - SPECIAL EMERGENCY NOTES
The Township has outstanding at December 31,2012 and 2011, special emergency notes in the current fund in the

amount of $88,666.67 and $133,000.00, respectively. The December 31, 2012 amount payable to Susquehanna
Patriot Bank is $88,666.67, bears an interest rate of 0.95% and matures on October 10, 2013.

NOTE 10 - PENSION FUNDS

Description of Plans

Substantially all of the Township’s employees are covered by the Public Employees’
or the Police and Fireman’s Retirement System (PFRS) cost-sharing multipley defined benefit pension

plans which have been established by State Statute and are administered by th Division of Pensions
and Benefits (Division).

According to the State of New Jersey Administrative Code, all obligations of the Systems will be assumed by the
State of New Jersey should the systems terminate. The Division issues publicly available financial reports that

include the financial statements and required supplementary infor for the Public Employees’ Retirements
System and Police and Fireman’s Retirement System. These reps{ts maybe obtained by writing to the Division
of Pensions and Benefits, Post Office Box 295, Trenton, New Jerse 25 or the reports can be accessed on the

Public Employees' Retirement System A

The Public Employees’ Retirement System was estW in January, 1955 under the provisions of N.J.S.A.
43:15A to provide retirement, death, disabiligyAnd medical benefits to certain qualified members. The Public
Employees’ Retirement System is a cost-sé&ing gnultiple-employer plan. Membership is mandatory for
substantially all full-time employees of thg Stat. any county, municipality, school district, or public agency
provided the employee is not required to mber of another State-administered retirement system or other state
or local jurisdiction.

Police and Fireman’s Retireme e
The Police and Fireman’s RefiremendSystem was established in July, 1944 under the provisions of N.J.S.A. 43:16A

to provide coverage to su y all full-time county or municipal police and fire-fighters and State fire-fighters
appointed after June 34 . . _

east twenty years but less than twenty-five years of service credit will receive fifty percent of final
pegial retirement is available at any age to those with twenty-five years of service credit. The

credita ic€over twenty-five years but not to exceed thirty years.
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TOWNSHIP OF SOUTH HARRISON
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

NOTE 10 - PENSION FUNDS (Concluded)

Funding Policy
The contribution policy is set by N.J.S.A. 43:15A, Chapter 62, P.L. 1994, Chapter 115, P.L. 4997, and

employer contributions may be amended by State of New Jersey legislation. The Public Employ
System (PERS) and the Police and Fireman’s Retirement System (PFRS) provide for em
5.5% and 6.5% as of October 1, 2011, and 8.5% and 10% as of October 1, 2011 "of
compensation respectively, as defined. Employers are required to contribute at an actuariall
in the PERS and PFRS. The PERS and PFRS employer rates in effect for 2011 ar
covered payroll, respectively, as reported on June 30, 2009. The actuarially deter
funding for, cost-of-living adjustments, noncontributory death benefits, and pgetsgtirdxgent medical premiums.
The Township’s contributions to PERS for the years ended December § (N2,22011, and 2010 were
$36,392.00, $45,325.00, and $37,704.00, respectively, equal to the required futions for each year. The
Township’s contributions to PFRS for the years ended December 31, 2012, 20 find 2010 were $51,784.00,
$61,434.00, and $45,839.00, respectively, equal to the required contributions for each year.

NOTE 11 - POST-RETIREMENT BENEFITS

As indicated in Note 10 above, employees of the Town D uth Harrison are members of the Public
Employees’ Retirement System and the Police and Firema grement System however, as of December 31,
2011, they are not members of the State Health Be®efits P12

NOTE 12 - SCHOOL TAXES Q
School taxes in the State of New Jersey may be r¥s#d by either of the following methods:

Calendar year basis - whereby the tax isnd paid based on the District’s needs for one-half of each school
year encompassed in the calendar yi

School year basis - taxes are rgis& fomthe school year commencing July 1 of the current year, paid out over the
twelve months beginning wigh July ¥

chool District raises taxes on a school year basis so there is a school tax payable

The Township of South Harri
214.75 and a deferred school tax of $295,631.25.

at December 31, 20 2

w

The Kingsw. gion®50ard of Education raises taxes on a calendar year basis and therefore, has no school taxes
payable or d ed gt December 31, 2012.

o
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TOWNSHIP OF SOUTH HARRISON
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

NOTE 13 - GENERAL FIXED ASSETS

General fixed assets activity for the years ended December 31, 2012 and 2011 was as follows:

Balance Balagce

December Disposals/ Dece%ler

31, 2011 Additions Adjustments 2Q\12
Land and buildings $ 1,245,797.00 $ - $ 448,155.0 1,693,952.00
Equipment 453.863.00 - (129.511.29) 4.351.71
$ 1.699.660.00 $ 2.018,303.71

Balance Balance

December D1 December

31,2010 Additions Adj ustments 31, 2011
Land and buildings $ 1,245,797.00 $ $ - $ 1,245,797.00
Equipment 453.863.00 ‘ .Q - 453.863.00
$ 1.699.660.00 $§ Z\ - $ 1.699.660.00

O

NOTE 14 - DEFERRED CHARGES TO BE RA‘?IN SUCCEEDING BUDGETS

Certain expenditures are required to be defagrgd to budéets of succeeding years. At December 31, 2012, the
following deferred charges were shown on alagge sheets of the various funds:

Balance Balance To

December 2013 Succeeding

31.2012 Budget Budgets
Current fund:

Special emergghcy apyeopriation:
Master $ 7,000.00 $ 7,000.00 $

Flood dama $ 88,666.67 $ 44,333.33 $ 44,333.34
The approprig#tons @ 013 budget are not less than those required by statute.

o
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TOWNSHIP OF SOUTH HARRISON
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

NOTE 15 - RISK MANAGEMENT

The Township 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 Township maintains commercial insurance
coverage for property, liability, and surety bonds through the Gloucester, Salem, and Cumberlang Counties
Municipal Joint Insurance Fund.

The Fund provides the Township with the following coverage:
Property Policy
Automobile Policy
Crime Policy and Excess Crime Policy
Casualty Policy
Workers’ Compensation and Excess Workers Compensation Poli
Environmental Legal Liability Policy
Excess Liability Policy

Public Officials and Employment Liability Policy
Volunteer Directors and Officers Policy

Contributions to the Fund, are payable in an annual premium and | n actuarial assumptions determined by
the Fund’s actuary. The Township’s agreement with the Fund providdthat the Fund will be self-sustaining through
member premiums and will reinsure through the Municipa N\ss Kiability Joint Insurance Fund for claims in
excess of $50,000.00 to $250,000.00 based on the li:e of cd @ for each insured event.

The fund publishes its own financial report for the yqﬁyded December 31, 2012, which can be obtained from:
Gloucester, Salem, Cumberland %M icipal Joint Insurance Fund

Post Office Box 488
Marlton, New Jersey 08053

NOTE 16 - COMPENSATED

Township employees are enti o Ppwid vacation and sick time depending on their length of service with the
Township. Vacation days ffot use§rduring the year may be accumulated and carried forward for two years.
Vacation days not used w this time period are forfeited. Vacation time unused at termination is reimbursed
to the employee at thejr curryf rate of pay. Unused sick leave may be accumulated and carried forward to
subsequent years. Qffie-hf of accrued sick time is reimbursed to employees only if they meet the requirements
of retirement g€cordigg to ghe Public Employees’ Retirement System or Police and Fireman’s Retirement System.
Sick time is ephbursed®o the employee at the their current rate of pay up to a maximum of 62 to 65 days
eir job classification.

3¥, 2012 and 2011, the Township estimates this liability to approximate $0.00 and $0.00,
he policy of not reflecting the accrued benefit is not in agreement with GASB Statement No. 12.
uary 1, 2002, the State of New Jersey is allowing municipalities to accrue a compensated absences
he Township has not yet established an accrual.
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TOWNSHIP OF SOUTH HARRISON
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

NOTE 17 - NEW JERSEY UNEMPLOYMENT COMPENSATION INSURANCE

The Township has elected to funds its New Jersey Unemployment Compensation Insurance under the “Benefit
Reimbursement Method”. Under this plan, the Township 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 Tgwnship is
billed quarterly for the amounts due to the State. The following is a summary of Township cohYibutions,
reimbursements to the State for benefits paid, and the ending balance of the Township’s trust fun current
and previous two years:

Township Amount Ending
Year Contributions Reimbursed Balance =y
2012 $ - $ 86735 $ L 99842
2011 11,181.74 13,015.82 8.
2010 1,253.42 11,831.69 b7.24

NOTE 18 - LITIGATION

The Township is a defendant in several legal proceedings that are j{ varidys stages of litigation. It is believed that
the outcome, or exposure to the Township, from such litigation is eithgr,unknown or potential losses, if any, would
not be material to the financial statements.

2 ]
NOTE 19 - HOST COMMUNITY BENEFITS Aﬁ?’[ENT

The Gloucester County Improvement Authority #Author#y) is the owner and operator of a sanitary landfill facility
located in the Township. The Township is en#]ed tgpa host community benefits pursuant to N.J.S.A. 13:1E-28.

The Township entered into an agreemen’a(;st community benefits” with the Authority on February 21, 1989.

, 2004 whereby the Township and the Authority mutually agreed
#ts to reflect the increased size of the landfill. This amendment to the
benefits fee to $600,000.00, which in accordance with the terms in the
ed a prorated increase from 2006.

This agreement was amended on S
to supplement the host communj
agreement increased the host ¢o
agreement started in 2007 afd incl

The amended agreemepfrequiygs that the Township’s share of the benefit fee be reduced by payments to be made
directly by the Authg p tfe Township’s volunteer fire company in the amount of $25,000.00; $575,000.00
is to be paid yPthe ip

The agreem rther indicates an increase to the host community benefits shall be made every five years using

the cumulative pdg€nt changes in the consumer price index for all urban consumers, as published by the United

States et of Labor Bureau of Labor Statistics for the Philadelphia and Southern New Jersey region, for

the fo yeardreceding the date that the adjustment is to be made. In 2012, the host community benefits was
calculaNg, and increased to $640,000.00.

NOZE 20 - SUBSEQUENT EVENTS

Subsequent events were evaluated through May 29, 2013, which is the date that the financial statements were
available to be issued.
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EXHIBIT A-4
TOWNSHIP OF SOUTH HARRISON
CURRENT FUND
SCHEDULE OF CASH - CHIEF FINANCIAL OFFICER
For the Year Ended December 31, 2012

Ref. Regular Fund

Balance - December 31, 2011 A $ 1,947,391.47
Increased by:

Property taxes receivable A-5 $ 9,236,772.44

Tax title liens receivable A-6 4,142.76

Taxes paid in advance A 93,286.04

Interest and costs on taxes A-2 46,118.65

Revenue accounts receivable A-7 803,897.31

Miscellaneous revenue not anticipated A-2 113,148 $0

Due from dog trust fund
State of New Jersey - statutory deduction
Due to State of New Jersey- marriage licenses

Due from payroll account A

Due from general capital fund 70,108.82
Refunds- current appropriations Cont 16,734.72
Due from other trust funds 53,372.74
Contra- UCC wages Conl 49,205.97
Reserve for unappropriated state grant 13 4,677.03
State grants receivable N 12 261,518.75

10,783,918.58

& 12,731,310.05

Decreased by:

2012 budget appropriations K/ A-3 1,464,398.52
2011 appropriation reserves A-8 59,425.23
County taxes A-11 2,214,740.68
Local district school taxes A-9 3,510,472.00
Regional high school taxes A-10 2,818,832.37
Municipal open space tax A-5 40,587.14
Due to State of New Jfrsey- riage licenses 225.00
Property tax refun 5,051.14
Reserve for spggéad emepfency- Lincoln Mill Road 4,310.40
Special emerge pte payable A 44,333.33
Contrgff- asoh Contra 49,205.97
Due tg€eneral capital fund 70,044.52
Due to o ust fund 53,423.20
erdgds- €urrent appropriations Contra 16,734.72
ue f®¥m payroll account A 28,526.53
Re)€rve for state grants A-14 338,197.24

10,718,507.99

Balance - December 31, 2012 A $ 2,012,802.06

See accompanying auditor's report.

-37-



‘nodoas s, sonpne Suikuedwodde 398

@a.a $

ST LY 0TL pa1Aa9) sasodind jediounwi 1oy xe) [8307]
$0°98S°6€ PAIA9| XE) [RUCHIPPE PPV
12°106°089 [ patas| sasodind edidiunw 103 Xe) [2907]

91°9€6°079°8 v Tediorunws uoy) JOYI0 SAXE} [eI0L,

ST168°0Y soxe} 20eds uado [ediounu jejo,
11°v0¢€ 1-v SoX®} pappe 10] soeds uado [ediotunut angg
P17 L8S OF 1-v xe) 9oeds uado [edioruny

€S oce YT saxe} AJunood [e10,
LY 69591 11-v SoXB] pappe o] A1Uunoo an
.

180°641 11-v uorjeA1asaid soeds uado Luno)

76 9ES°SST 11-v soxe) A1e1q1] A1UNOD)
631681 § 11-v xe) Auno))
8€'7€8°818°C 01-v XB} PLISIP [0040s ySiy [euoioyg
00°EL8'SPS'E  $ 6V Xe) [00Y9S PLISIP [BI0] N
1KAQ] XB], Py
1
e ives  $ ' 4
76'980°SS ('bas 10 1°€9-p:1G) soxel Yorqio1 pue pappy
6V'9£€'98C°6  $ ¥e) £11adoid ferouan
:plaIf XBL
A9} xey Auadold g1z Jo SisAjeuy
L190%T  § SOXE) Y0rq[[01/pOpPY
v 9V v v v SV A4 ol

Ly'TS8°op1 $  1€°688°1 $ TT0S6'TE $ 00°000°LT $ 09°79%'%0 $ VPTLL'9ET'6  $  SI'SLL'E6 $ $§ IvEer'ive'e $§  6818T6ST  §

LY TS8°9pT 1€°688°1 7T 0S6°TE 00°000°LT (09°29v¥20) €8TV €90°6 8I°SLL'E6 1 €Th TPE6 000 T10e
000 000 000 000 000 19°6VE ELT 000 7L L90%T Q 68 18T°6ST
000 000 000 000 000 6€°0ST°TLI 000 05°898°C1 00 68187 65T 1102
000 $ 000 $ 000 $ 000 $ 000 $  TT66I'T $ 000 $  TTe6IT 0 $ 000 $ 0107
TI0T ‘1€ suag opLL [JEAe) Kosiof moN parddy 10T 1107 SoXe], Aoy 110T ‘1€ Teax
Joquda(g XeJ, 0], pue ple) Sﬁm mucthwEo\ro Nilysesiivg) PRPPY Joquidded
duejeq pRlidjsuel], ﬁ:vEﬁ:.ﬁE\ woId ang uereg

TI0T ‘1€ QU PIPU Jed) Y} 104
XATT XVI ALYIdOdd JO SISATYNV ANV TTAVAIIDHY SEXVLI 40 TTINAAHOS
ANNA INTIIND
NOSTYIVH HLNOS 40 dIHSNMOL
§V LI9IHXdA



EXHIBIT A-6

TOWNSHIP OF SOUTH HARRISON
CURRENT FUND
SCHEDULE OF TAX TITLE LIENS
For the Year Ended December 31, 2012

Ref.
Balance - December 31, 2011 A $ 34,1%6.77
Increased by:
Transfers from taxes receivable A-5 ,885.31
. 36,022.08
Decreased by:
Collections A-2,A-4 4,142.76
Balance - December 31, 2012 A $ 31,879.32

See accompanying auditor's report.
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EXHIBIT A-9

TOWNSHIP OF SOUTH HARRISON

CURRENT FUND

SCHEDULE OF LOCAL DISTRICT SCHOOL TAXES
For the Year Ended December 31, 2012

Balance - December 31, 2011:
School tax payable
School tax deferred

Increased by:
Levy - school year July 1, 2012 to
June 30, 2013

Decreased by:
Payments

Balance - December 31, 2012:
School tax payable
School tax deferred

O

Ref.

A $ 887,813.75
Footnote 295,631.25

138,445.00

4,729,318.00

$
A-1,A-5 60 3,545,873.00

A4 3,510,472.00

923,214.75
Fo&gotg 295,631.25

& $ 1,218,846.00

See accompanying auditor's report.
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EXHIBIT A-10

TOWNSHIP OF SOUTH HARRISON
CURRENT FUND
SCHEDULE OF REGIONAL HIGH SCHOOL DISTRICT TAX
For the Year Ended December 31, 2012

Ref.

Balance - December 31, 2011 A $ 2.99

38

Increased by:
Levy for calendar year 2012 A-1,A-5 818,83.
18,835.37

Payments A-4 2,818,832.37

Decreased by: QQ

Balance - December 31, 2012 A $ 3.00

See accompanying auditor's report.
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EXHIBIT A-11

TOWNSHIP OF SOUTH HARRISON
CURRENT FUND
SCHEDULE OF COUNTY TAXES
For the Year Ended December 31, 2012

Ref.
Balance - December 31, 2011:
Due county for added and omitted taxes A $ 15,%40.62
Increased by:
Levy for calendar year 2012:
General county taxes A-5 $ 1,894,148.94
County library taxes A5 155,539.92@
County open space taxes A-5 14m
Total original county tax levy A-1 2,19@
Due county for added and omitted A-1,A-5 16, 7

2,215,339.53

Q 2,231,310.15

Decreased by:
Payments 2,214,740.68
L

Balance - December 31, 2012:

Due county for added and omitted t)a:zjs/ A $ 16,569.47

O
o

See accompanying auditor's report.
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EXHIBIT B-2
TOWNSHIP OF SOUTH HARRISON
TRUST FUND
SCHEDULE OF CASH - TAX COLLECTOR
For the Year Ended December 31, 2012

Ref.
Balance - December 31, 2011 B $ 74,807.46
Receipts:
Tax sale premiums received $ 43,000.00
Deposits for redemption of tax sale certificates 87,606.40
B-4 130,606.40
Interest earned on investments 530.
131,136.86
205,944.32
Disbursements:
Deposits for redemption of tax sale certificates B-4 151,863.58
Due current fund - interest earnings 585.37
,Cy 152,448.95

Balance - December 31, 2012 $ 53,495.37
L )

See accompanying auditor's report.
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EXHIBIT B-3

TOWNSHIP OF SOUTH HARRISON
TRUST FUND
SCHEDULE OF RESERVE FOR DOG FUND EXPENDITURES
For the Year Ended December 31, 2012

Ref.
Balance - December 31, 2011 B $ 9,219.80
Increased by:
Dog license fees collected B-1 $ 4,232.40
Kennel license fees collected- due from current fund B-1 50,
4,282.40
O 13,502.20
Decreased by:
Expenditures under R.S. 4:19-15.11 B-1 4,125.00

Balance - December 31, 2012 Q $ 9,377.20

O License Fees Collected
L)

& Year Amount
2011 $ 4,241.40
2010 5,177.10

@' $ 9,418.50

See accompanying auditor's report.
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EXHIBIT B-4
TOWNSHIP OF SOUTH HARRISON
TRUST FUND
SCHEDULE OF DEPOSITS FOR REDEMPTION OF TAX TITLE LIENS
For the Year Ended December 31, 2012
Ref.
Balance - December 31, 2011 B $ 74,795.74

Increased by:
Cash receipts B-2 /\, 130,60440

>2)5,4 14

Decreased by:
Cash disbursements @ 151,863.58

Balance - December 31, 2012 $ 53,538.56

See accompanying auditor's report.
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EXHIBIT B-5

TOWNSHIP OF SOUTH HARRISON
TRUST FUND
SCHEDULE OF RESERVE FOR MUNICIPAL OPEN SPACE
For the Year Ended December 31,2012

Ref.
Balance - December 31, 2011 B $ 127,652.91
Increased by:
2012 municipal tax levy $ 40,587.14
Interest earned 880.17
Total cash receipts B-1 41,467.31
Added and omitted taxes A-5 304.1
41,771.42
Balance - December 31, 2012 B $ 169,424.33

See accompanying auditor's report.
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EXHIBIT C-1

TOWNSHIP OF SOUTH HARRISON
GENERAL CAPITAL FUND
SCHEDULE OF CASH - CHIEF FINANCIAL OFFICER
For the Year Ended December 31, 2012

Ref.

Balance - December 31, 2011 C $  344.%3.89
Increased by receipts:

Interest on investments in money market

account - due current fund $ 377.
Capital improvement fund C3 75,9080
Capital reserves C-4 1085 147,896.45
492,420.34

Decreased by disbursements:

Improvement authorizations C- 69,018.02

Amount due to current fund 422.07 69,440.09
Balance - December 31, 2012 O $ 422,980.25

L 3

O

See accompanying auditor's report.
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EXHIBIT C-2
TOWNSHIP OF SOUTH HARRISON
GENERAL CAPITAL FUND
ANALYSIS OF CASH
For the Year Ended December 31, 2012

Balance
December
31, 2012

Capital improvement fund $
Capital reserves

Amount due to current fund

Amount due from state and federal grant fund

Improvement authorizations:

Ordinance

Number
06-11 Lincoln Road improvement project - phase 5 11,982.50
07-23 Fencing for Stewart Memorial Park 725.00
07-24 Construction materials for Stewart Memorial Park 4,451.81

10-13 Repair of Lincoln Mill Road and Fox Run Court; the overlay of
Vestry Road: the purchase of a commercg edder 1,213.72
11-09 Purchase of multi function copier @ 250.00
11-14 Cedar Grove Road- phase II 450.00
11-15 Various repairs- Oldmans Creek Road@ Way

and Lake Street 2] 2,775.00

12-10 Stewart Park soccer field improfeMgnty- phase 2 342.75
12-12 Purchase used backhoe Wit{zj 25,000.00
$ 422,980.25

@ Ref. C-1

O
o

See accompanying auditor's report.
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EXHIBIT C-3

TOWNSHIP OF SOUTH HARRISON
GENERAL CAPITAL FUND
SCHEDULE OF CAPITAL IMPROVEMENT FUND
For the Year Ended December 31, 2012

Ref.
Balance - December 31, 2011 C $ 204095.32
Increased by:
Improvement authorizations cancelled C-5 $ 11,329.36
2012 budget appropriation C-1;A-3 75,900.00
87,229.36
,Q 107,324.68
Decreased by:
Appropriated to finance improvement authorizations C-4 43,240.75
Balance - December 31, 2012 C $ 64,083.93

See accompanying auditor's report.
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EXHIBIT F-1

TOWNSHIP OF SOUTH HARRISON

PAYROLL ACCOUNT

SCHEDULE OF CASH - CHIEF FINANCIAL OFFICER
For the Year Ended December 31, 2012

Balance - December 31, 2011

Increased by:
Deposits to pay gross salaries

Township's share of social security and medicare

Pension payments
Due current fund
Interest earnings

Decreased by:
Net payroll

Deductions paid to various agencies

Due current fund
Pension billings

Balance - December 31, 2012

O
o

Ref.
F $  5%9.68
$  666,665.47
51,110,
38,1760
3. 1
585
- 834.,361.42
839.911.10
Q 454,269.55
O 268.475.39
. 188.76
88.176.00
811,109.70
)Q/ F $  28.801.40

O

See accompanying auditor's report.
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EXHIBIT F-2

TOWNSHIP OF SOUTH HARRISON
PAYROLL ACCOUNT
SCHEDULE OF PAYROLL DEDUCTIONS PAYABLE
For the Year Ended December 31, 2012

Balance
December
31, 20

New Jersey unemployment compensation $ %2
P.E.R.S. .75
274.87

Q F

See accompanying auditor's report.
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TOWNSHIP OF SOUTH HARRISON

sestesksibeskskok

LETTER OF COMMENTS AND RECOMMENDATIONS

For the Year Ended December 31, 2012 N



GENERAL COMMENTS
Contracts and Agreements Required to 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 costs 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 $17,000.00, except by contract or agreement".

any contract or agreement might result in violation of the statute, the Solicitor's opinion s
before a commitment is made.

The minutes indicate that no bids were requested by public advertising.

N.J.S. 40A:11-5 provides for exceptions to the above-mentioned statutory biddi@h’yments for various

stipulated areas of expenditures. Included in these areas of exception ape=sdl pr&essional services which
include but are not limited to solicitors, engineers, land surveyors, and {an®. However, in lieu of
requiring formal bidding procedures for these categories of expenditures) afding contracts to fill these
positions, certain other statutory requirements must be adhered to b)wth€ governing body. These
requirements include the following stipulation (N.J.S. 40A:11-5 (1) (a) (i) ):

"The governing body shall in each instance state suppexing reasons for its action in the
resolution awarding each contract and shall fort se to be printed once, in a

newspaper authorized by law to publish its legal adWggisements, a brief notice stating
the nature, duration, service, and amount on act, and that the resolution and

contract are on file..."
L)

My examination indicated that the Township cmﬁﬁa}with this requirement during 2012.

Inasmuch as the system of records did rovide4or an accumulation of payments for categories for the
performance of any work or the furnis or hpiring of any materials or supplies, the results of such an
accumulation could not reasonably be ascer™ifed. Disbursements were reviewed, however, to determine
whether any clear-cut violations exg#t

id eveal any individual payments, contracts, or agreements in excess
f any work or the furnishing or hiring of any materials or supplies,"
en previously sought by public advertisement or where a resolution had
e provisions of N.J.S. 40A:11-6.

My examination of expenditur
of $17,000.00 for the perf
other than those where bjds
been previously adopted unde

O

o

-64-



GENERAL COMMENTS (Continued)
Contracts or Agreements Not Required to be Advertised in Accordance with N.J.S. 40A:11-6.1

N.J.S. 40A:11-6.1 states, "Except contracts which require the performance of professional services, all
contracts or agreements which do not require public advertising for bids and the estimated cost or price
exceeds $3,900.00, at least three quotations as to the cost or price, whenever practicable, shall be solicited
by the contracting agent, and the contract agreement shall be made with and awarded to the lowest
responsible bidder."

Our audit indicated that, for individual payments, contracts, or agreements made "for the per ance of
any work or the furnishing or hiring of any materials or supplies" in excess of $3,900.00 reqwas not
documentation that solicitation for quotations was done in accordance with the provisigRs of N.J.S™%0A:11-
6.1.

Collection of Interest on Delinquent Taxes and Assessments
The statute provides the method for authorizing interest and the maxjjmeeq @)e charged for the

nonpayment of taxes on or before the date when they would become de

The governing body on January 1, 2012, adopted the following resolution
on delinquent taxes and assessments:

WHEREAS, in and by N.J.S.A. 54:4-67, a governing Wy municipality may fix the rate of
ts

1zing interest to be charged

interest to be charged for non-payment of taxes or assess oMyer before the date when they became
delinquent; and

WHEREAS, the South Harrison Township Commitordered that the Tax Collector charge eight
(8%) percent per annum on the first $1,508.00 of Me=delinquency and eighteen (18%) percent per

annum on any amount in excess of $1 ,500.0§1/
WHEREAS, the South Harrison To ittee has ordered the Tax Collector to charge a penalty

p Co
of six (6%) percent of the delinque in gxcess of $10,000.00, to a taxpayer who fails to pay the
delinquency prior to the end of the calen ear; and

NOW, THEREFORE, BE IT R g VED, that if said taxes are deemed to be delinquent for non-
payment of taxes, the Tax ctSafhall charge eight (8 %) percent per annum on the first $1,500.00
of the delinquency and ejfTi%en™ 8 %) percent per annum on any amount in excess of $1,500.00.

BE IT FURTHER RESOLWED, by the South Harrison Township Committee that the Tax Collector
shall charge, in add¥jon jo the interest for delinquent taxes, as noted above, a penalty of six (6%)

percent of the l pountYf the delinquency in taxes in excess of $10,000.00.

It appeay# fro gxamination of the Collector's record that interest was collected substantially in
accordaficgAvith T foregoing resolution.

Delinquent es and Tax Title Liens

x sale was held on January 26, 2012 and was complete.

InspecCtion of tax sale certificates revealed that all were on file.
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GENERAL COMMENTS (Concluded)
Delinquent Taxes and Tax Title Liens (Concluded)

The following comparison is made of the number of tax title liens receivable on December 31, of the last
three years:

Year Number Of Liens
2012 4
2011 5
2010 6

te liens by Sgriously

It is essential to good management that all means provided by statute be utilized to liqui
erties bg#k on a

undertaking foreclosure proceedings on appropriate properties in order to get such p
taxpaying basis.

OTHER COMMENTS OQ

Payroll Fund

The examination of the Payroll Fund did include a sampling of the detailed computation of various
deductions from the payroll of the Township employees and did ascertain that the accumulated withholdings
were disbursed to the proper agencies.

Municipal Court

A separate report of the Municipal Court transactions in accordance with the requirements of the
Local Finance Board. As part of the test of th®recordstwe attempt was made to differentiate among fines
due the Township, County, or State, or to pass the authenticity of the preparation and procedures for
complaints issued.

Construction Code Official )</

A test of the expenditures of the cgfistigtion code fees was done as required by N.J.A.C. 5:23-4.17(b)3.
All fees collected pursuant to the m @ pality's fee schedule were appropriated in accordance with the
requirements of the Uniform t bn Code Act and the Local Budget Law, which were applied solely
to meet the municipal costs, foneing those regulations as specified by N.J.A.C. 5:23-4.17(c)2.

The uniform constructfon cody annual report was prepared by the Chief Financial Officer and was in
agreement with receidrecgrded in the Construction Code Official’s records.

O
o
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TOWNSHIP OF SOUTH HARRISON
SCHEDULE OF FINDINGS AND RECOMMENDATIONS
For the Year Ended December 31, 2012

This section identifies the significant deficiencies, material weaknesses, and the instances of noncompliance
related to the financial statements that are required to be reported in accordance with Government Auditing
Standards and with audit requirements as prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey.

None.

o)
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TOWNSHIP OF SOUTH HARRISON
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS AND
QUESTIONED COSTS AS PREPARED BY MANAGEMENT

This section identifies the status of prior year findings related to the financial statements and State Financial
Assistance that are required to be reported in accordance with Government Auditing Standards, OMB Circular
A-133 and State of New Jersey Circular 04-04-OMB.

FINANCIAL STATEMENT FINDINGS

Finding No. 2010-1

Condition

A fixed asset ledger was maintained for the year 2010, but it does not meet the minimum redyigemetits as set
forth by the Local Finance Board in New Jersey Administrative Code (N.J.A.C.) 5:30a3.6. Th€ ledger has not
been updated for additions and deletions for the last four years.

Current Status

This condition no longer exists. The Township established all fixed assets t a program purchased from
its software supplier. It lists all individual fixed assets into categories that meets the requirements set forth by
the Local Finance Board.

Finding No. 2010-2 ,Q
Condition

There are several accounts in developers escrowtrust tlQe negative balances as of December 31, 2010.
There are also unallocated amounts and interest ew@rom prior years may not have been properly allocated

to develop escrow accounts.

Current Status
Condition remains unresolved.
Planned Corrective Action

The negative balance have H%n ed over to the solicitor for collection.

O

o
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TOWNSHIP OF SOUTH HARRISON
OFFICIALS IN OFFICE AND SURETY BONDS

The following officials were in office during the period under review:

Name Title

James McCall Mayor

Gary Spinner (To 7/24/12) Committeeperson

John Horner (From 7/24/12) Committeeperson
Mary Howard Committeeperson
Robert Diaz Committeeperson
Robert Schenk Committeeperson
Christie Ehret Chief Financial QKficer

Nancy E. Kearns Township Clerk
Improvement Search Xjer
Registrar of el Statyétics
Sherri Garton (To 4/11/12) Tax Collec
Tax Spes ice
Lisa Garrison (From 4/11/12) Tax Collecyr
Tax \earch Pfficer
Joseph Wille ConstMwati#h Code Official
Nicholas Lacovara Magistrate
Carla Rios Court Administrator
Karen Crackovich Deputy Court Administrator
Brian N. Lozuke, Esquire olicitor
Steven Bach Engineer

Note: All officials and employees are covere®by theQInsurance Fund with a bond in the amount of

$1,000,000.00 each.
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The problems and weaknesses noted in my review were not of such 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 to recommendations, or should you desire assistance in
implementing my recommendations, please do not hesitate to call me.

I desire to express my appreciation for the assistance and courtesies rendered by the Township officials

during the course of the audit.

Respectfully submitted,
Batl, Buckley & Seher, £LP

BALL, BUCKLEY & SEHER, LLP
Certified Public Accountants

‘William H. Buckley,
Registered Municipal ¥
Certified Public Accou
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