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Independent Auditor's Report

To the Honorable Mayor and
Members of the City Council

City of Sea Isle City

County of Cape May, New Jersey

Report on the Financial Statements

We have audited the accompanying balance sheets - regulatory basis of the various funds and account
group of the City of Sea Isle City, as of December 31, 2015 and 2014, the related statement of operations
and changes in fund balance - regulatory basis for the years then ended, and the related statement of
revenues - regulatory basis and statement of expenditures - regulatory basis of the various funds for the
year ended December 31, 2015, and the related notes to the financial statements, which collectively
comprise the City's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the basis of accounting prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey. Management is also responsible for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatements, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America, the audit requirements prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey (the “Division”), and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Basis for Adverse Opinion on U.S Generally Accepted Accounting Principles.

As described in Note 1 of the financial statements, the financial statements are prepared by the City of
Sea Isle City on the basis of the financial reporting provisions prescribed by the Division of Local
Government Services, Depariment of Community Affairs, State of New Jersey, which is a basis of
accounting other than accounting principles generally accepted in the United States of America, to meet
the requirements of New Jersey.

The effects on the financial statements of the variances between the regulatory basis of accounting
described in Note 1 and accounting principles generally accepted in the United States of America,
although not reasonably determinable, are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on
U.S Generally Accepted Accounting Principles” paragraph, the financial statements referred to above do
not present fairly, in accordance with accounting principles generally accepted in the United States of
America, the financial position of each fund of the City of Sea Isle City as of December 31, 2015 and
2014, or changes in financial position for the years then ended.

Basis for Qualified Opinion on Regulatory Basis of Accounting

As described in Note 20 of the financial statements, the City participates in a Length of Service Award
Program (LOSAP) for its volunteer fire and rescue personnel. The amount reflected in the trust fund
statements of $712,666.26 and $720,293.13 for 2015 and 2014 respectively were not audited and,
therefore, we express no opinion on the LOSAP program.

Qualified Opinion on Regulatory Basis of Accounting

In our opinion, except for the effects of the matter described in the “Basis for Qualified Opinion on
Regulatory Basis of Accounting” paragraph, the financial statements referred to above present fairly, in all
material respects, the regulatory basis balance sheets and account group as of December 31, 2015 and
2014, the regulatory basis statements of operations for the years then ended and the regulatory basis
statements of revenues and expenditures for the year ended December 31, 2015 in accordance with the
basis of financial reporting prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey as described in Note 1.

Other Matters

Other information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Sea Isle City's basic financial statements. The supplementary information listed in

the table of contents and the letter of comments and recommendations section are presented for
purposes of additional analysis and are not a required part of the basic financial statements.



The supplemental information listed in the table of contents is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. The letter of
comments and recommendations section has not been subject to the auditing procedures applied in the
audit of the basic financial statements, and accordingly, we do not express an opinion or provide any
assurance on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The suppiemental information listed in the table of contents is presented for the purposes of additional
analysis and is not a required part of the financial statements. Because of the significance of the
variances between the regulatory basis of accounting and accounting principles generally accepted in the
United States of America, it is inappropriate to and we do not express an opinion on the supplementary
information referred to above.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 22, 2016
on our consideration of the City of Sea Isle City’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the City of Sea Isle City’s internal control
over financial reporting and compliance.

Ford, decolt & Aasocrates, L.ELC.

FORD, SCOTT & ASSOCIATES, L.L.C.
CERTIFIED PUBLIC ACCOUNTANTS

Leow P. (ostells

Leon P. Costello

Certified Public Accountant
Registered Municipal Accountant
No. 393

April 22, 2016
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Exhibit A

Sheet 1
CURRENT FUND
COMPARATIVE BALANCE SHEET - REGULATORY BASIS
AS OF DECEMBER 31,
2015 2014
ASSETS
Regular Fund:
Cash:
Cash Treasurer $ 5,941,391.32 5,919,342.18
Cash - Change 555.00 1,915.00
Total Cash 5,941,946.32 5,921,257.18
Receivables and Other Assets with Full Reserves:
Delinquent Property Taxes Receivable 316,126.45 311,153.28
Tax Title and Other Liens 9,073.22 9,022.58
Property Acquired for Taxes -
at Assessed Valuation 22,372.00 22,372.00
Revenue Accounts Receivable 3,021.16 3,716.26
Total Receivables and Other Assets 350,592.83 346,264.12
Deferred Charges:
Special Emergency Appropriation 450,000.00 600,000.00
Total Deferred Charges 450,000.00 600,000.00
Total Regular Fund 6,742,5639.15 6,867,521.30
Federal and State Grant Fund:
Cash - -
Federal and State Grants Receivable 4,495.29 5,500.00
Due from Current Fund 39,583.66 40,960.07
Total Federal and State Grant Fund 44,078.95 46,460.07
Total Current Fund $ 6,786,618.10 6,913,981.37

The Accompanying Notes to the Financiai Statements are an

Integral Part of this Statement
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Exhibit A

Sheet 2
CURRENT FUND
COMPARATIVE BALANCE SHEET - REGULATORY BASIS
AS OF DECEMBER 31,
2015 2014
LIABILITIES, RESERVES AND FUND BALANCE
Regular Fund:
Liabilities:
Appropriation Reserves $ 1,120,294.52 913,925.92
Reserve for Encumbrances 445,005.79 437,653.96
Accounts Payable 6,000.00 4,000.00
Prepaid Taxes 666,931.23 657,482.61
Overpaid Taxes - 4,034.09
Payroll Taxes Payable - 2,654.94
County Added Tax Payable 44,259.00 55,120.15
Due to State:
Marriage Licenses 125.00 50.00
Senior Citizens' & Veterans's Ded 11,805.80 10,683.88
Interfund Payable:
Federal and State Grant Fund 39,583.66 40,960.07
Other
Reserve for Revaluation - Current 150,083.85 604,214.68
Reserve for Revaluation - Prior 130,117.83 -
Reserve for Tourism Community 950.00 1,400.00
Other Liabilities 176.00 176.00
Reserve for Insurance Claims 249,546.33 249 546.33
2,864,879.01 2,981,902.63
Reserve for Receivables and Other Assets 350,592.83 346,264.12
Fund Balance 3,527,067.31 3,539,354.55
Total Regular Fund 6,742,539.15 6,867,521.30
Federal and State Grant Fund:
Unappropriated Reserves 39,582.40 36,153.94
Appropriated Reserves 4,496.55 10,306.13
Total Federal and State Grant Fund 44,078.95 46,460.07
Total Current Fund $ 6,786,618.10 6,913,981.37

The Accompanying Notes to the Financial Statements are an

Integral Part of this Statement



CURRENT FUND
COMPARATIVE STATEMENT OF OPERATIONS AND CHANGES

IN FUND BALANCE - REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31,

Revenue and Other Income Realized

Fund Balance

Miscellaneous Revenue Anticipated

Receipts from Delinquent Taxes

Receipts from Current Taxes

Non Budget Revenue

Other Credits to income:
Unexpended Balance of Appropriation Res.
Cancellation of Grant Reserves
Cancellation of Taxes Overpaid
Cancelation of Prior Year Liability

Total Income

Expenditures

Budget and Emergency Appropriations:
Appropriations Within "CAPS"
Operations:
Salaries and Wages
Other Expenses
Deferred Charges & Statutory Expenditures
Appropriations Excluded from "CAPS"
Operations:
Salaries and Wages
Other Expenses
Capital Improvements
Debt Service
Deferred Charges
State and Federal Grants
Local District School Tax
County Tax
County Share of Added Tax
Refund of Prior Year's Revenue

Total Expenditures

Excess/(Deficit) in Revenue

Exhibit A - 1

Sheet 1

2015 2014
2,100,000.00 2,100,000.00
4,533,373.50 3,982,586.88
306,000.80 312,605.76
28,455,552.53 28,090,622.07
115,612.83 174,487.27
880,533.11 809,700.75
S 3,290.22
5,902.48 47,348.14
- 72,480.41
36,396,975.25 35,593,121.50
8,408,955.00 8,270,487.00
6,384,902.00 6,168,091.00
1,681,769.53 1,690,869.64
75,000.00 136,251.00
155,000.00 250,000.00
4,528,827.69 3,811,116.25
150,000.00 150,000.00
40,895.58 50,507.53
1,827,302.00 2,145,887.00
10,985,564.97 10,723,335.57
44,259.00 55,120.15
26,786.72 2,500.00
34,309,262.49 33,454,165.14
2,087,712.76 2,138,956.36

The Accompanying Notes to the Financial Statements are an

Integral Part of this Statement



COMPARATIVE STATEMENT OF OPERATIONS AND CHANGES

CURRENT FUND

IN FUND BALANCE - REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31,

Statutory Excess to Fund Balance
Fund Balance January 1
Decreased by:

Utilization as Anticipated Revenue

Fund Balance December 31

Exhibit A - 1

Sheet 2
2015 2014
2,087,712.76 2,138,956.36
3,539,354.55 3,500,398.19
5,627,067.31 5,639,354.55
2,100,000.00 2,100,000.00
3,527,067.31 3,539,354.55

The Accompanying Notes to the Financial Statements are an

Integral Part of this Statement

7
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CURRENT FUND

STATEMENT OF REVENUES - REGULATORY BASIS

FOR THE YEAR ENDED DECEMBER 31, 2015

Analysis of Realized Revenues

Allocation of Current Tax Collections:
Revenue from Collections

Less: Reserve for Tax Appeals Pending
Net Revenue from Collections

Allocated to:
School, County and Other Taxes

Balance for Support of Municipal Budget Appropriations

Increased by:
Appropriation "Reserved for Uncollected Taxes"

Amount for Support of Municipal Budget Appropriations

Receipts from Delinquent Taxes:
Delinquent Tax Collection
Tax Title Lien Collections

Total Receipts from Delinquent Taxes

Analysis of Non-Budget Revenue:
Miscellaneous Revenue Not Anticipated:

Bookeeping/Liens

City Clerk Revenue

Div of Fire Safety

Escrow Closeout

Facility Rental Fees

Horizon - Dental Reimbursement
Homestead Rebate

Insurance Refund

Motor Vehicle Inspection Fines
Municipal Court Fees

Other Miscellaneous

Police Extra Duty

Police Report Copy Fees
Police Training

Sale of Assets

Shared Services

Vets & SC Admin fee

Voided Checks

Total Miscellaneous Revenue Not Anticipated:

306,000.80

4,262.00
14,016.18
12,636.57

6,178.52

50.00
23,964.00
220.20
842.00
50.00
730.00

7,453.49

19,015.00

466.30
13,179.51
9,910.27
1,650.00
777.44
411.35

Exhibit A-2
Sheet 4

28,455,552.53

28,455,552.53

12,857,125.97

15,598,426.56

725,179.73

16,323,606.29

306,000.80

115,612.83

The Accompanying Notes to the Financial Statements are an
Integral Part of this Statement

10



Juswalels siy} Jo ped (eibaju)
Ue ale sjuswale)s [erueul auy) 0} ssjoN BulAuedwoooy ey

- - 00'SZL'L 00'6.€'e 00°005'v 00°00S'v
- - 00°005'22 - 00°005'22 00°005'22
- 1€/66'8 £9'261'zy 90's¥8'8le 00°000'04Z 00000042
- 00°000'0S - - 00°000°0S 00°000'0S
- GLPE6'9CL 01°05€'6€ GL°00L'09S'C 00'S8€'92.'C 00°000°018'2
- oL’ - 06°060'GEY 00'260'GEY 00'Z60'5EY
3 18'PP0'L - 61°L£6'V0C 00'286'L1T 00¢86'L e
- 65995V’ £90Ve'y 8.°808'V 00°005'0} 00°005°0}
- 00°00¥'02 00°02S 0008 0000042 00°000'12
- 00°004 - 00641 00'6.8 00°G.8
- GZ'CL8 SL'.8) 00°000°k 00°000'1
- 00°0¥€ - 00°056'SlL 00°06Z°L} 00°056'9}
- LG'68 18'681'9 89'vZL'9L) 00°000'cz} 00°000'€9
- LE8EQ'LL e €9°196'LL 00°009'¢ce 00°009'eC
C eLieyv'e g 12°2e8'L 00'092'G 00°09Z'S
- oz'eez'oe 21'908'L 89°0L1°01 o0oLe'ze oooLe'ze
- 67" v8Z'EC - 15'518'SPl 0000} 69} 00°001'691
- 80°80S'v 00'619'L 26°96% 00°0Z.L'9 0002.'9
- - - 00°000's¥ 00°000'G¥ 00°000'S¥
- 18CLT goocl €1°.8T') 00°089'L 00'089°L
C - s 00°000°G} 00°000'SG1 00°000'5}
- €L1€5'C 6LzL1'8L 8y'¥9.'Gl1L 00'G.v'9el 00'G.P'9EL
- 90°T/8'0} - ¥6'C5C'96C 00'szL 20¢€ 005zl L0¢€ $
pajjeoue) pansosay pajequinoul pabieyn SUOIESIPON jobpng
aouejeg 10 pled 1oy 1ebpng
papuadxaun papuadx] suoneudoiddy
{pepuadxa JaAQ) .

€ -V Haiyx3

S102 ‘L€ ¥39IW303d A3ANST ¥VIA FHL ¥Od4
SISVE AHOLYINOIY - STUNLIANILXT 40 LNIWILVIS

ANNd LNIWAND

sesuadx3 JaYyj0
iepusa( aland
sasuadxg Yo
lojnoasold [edoiunpy
sasuadx3 Joy0
S1S00 pue saoineg ebia]
MV 40 LINTW1HEVYd3a
sabepp pue saliejeg
I9AIBAA SHYBURgG UlesH
yjiesH dnouc aakojdwy
ooueINsU| Uojesuadwion) SIONIOA
Ayjiger eseuso
sasuadx3y 1BYl0
QOUBINSU| 10} 9AI9S9Y
swnjwald puog Ajaing
2oueInsu|
sasuadxy Jsyio
sabepp pue saliefes
Joyedsu| aitq
sasuadx3 Jayi0
Jaauibul (edoiunpyy
sasuadx3 layi0
sabepn pue saliefes
suofos|3
sasuadx3 Jayl0
sabep pue sauees
HBD [edpiuniy
sasuadxd Jaylo
sabepp pue sauefesg
founod Ao
sasuadxy Jay0
sabep) puUe saleeS
Jofepw
sasuadx3y Jayo
sobep) pue salees
UOHBJSIUIWPY [Blsuss)
NOLLYYLSININGY 40 IN3WNLHVd3a
wSdV3., NIHLIM SNOLLYY3dO

1"



JUBWaELS SIY} JO Hed [eibsjuj
ue ale sjuawalels feioueuld ay} o} sejoN BulAueduwiosoy ay ]

S Tl 86641 08'898'¢ 00°000'% 00°000'%
g 0€°LS S 0L°2.5'C 00°0€9'Z 00°0€9'2
0 00'5¢ S 00'6.6 00°000'L 00°000'}
= 69°1L4S'L €0LLT'L 82°109'¢ 00°0Sv'Ch 00°0S¥'C)
S 79.16'6 S 8L°LLE06 00'682°001 00'682°001
S 60'916 00'548'22 168502 00°058°0¢ 00°058°0¢
S €0'LLe'eL S L6VL9'G9L 00'986'8.1 00°986'8.1
s 10'229'sL €6'880'C 90'68¥'8Z 00°00Z ‘6% 00°00Z'6¥
S LE'P96'G) C 69'GSS'0LL 00'025'921 00°025'921
= 66'229'8 S L0°LL0'Z 00°002'0L 00°00L'01
S 99°9/9'% S P¥'€25'8EL 00°002'e¥L 00°00Z'¢vL
= 00°0S. - S 00705 00°0SL
= 6.%08'L S 12°6€9'L 00°0L's 00°0vL's
- €e'1Le S 19'8,0'86 00°001'86 00°001 ‘26
S 9y'Ziv'e G8'0.9°}1 699211 00°0zy'ze 00°0zr'ce
S o S 00°000°0F 00°000'0% 00°000°'0Y
- - C 00°000°2v 00°000°ZY 00°000°ZY
= 62°'1LL0°0} = LL'8ES' 0P 00°0L9'05) 00°0L9'051L
pajjedued PaAIasSaYy pajaquinouy vw?mzo SuoledyIPoON ume:m
aduejeyg 1O pied 8y ummv:m
papuadxaun papuadx3 suofjeldoiddy
(popuadxa JaAQ)

€ - ¥ Hqiyx3

S10Z ‘i€ ¥IEWIO3A A3ANT ¥VIA IHL ¥Od
SISVE AYOLVINO3Y - SFUNLIANIdX3 40 LNINILVLS
GNNd LNIHNAND

sasuadx3 J8yj0
sabepy pue sauejes
(‘bes 1@ '|-y95:0F SIN) UOISSIWIOY [BJUBSWUOIAUT
sesuadx3 Jeyio
UOISSILUIWOY) 3a1] apeys
sasuadxy jeyj0
sabepp pue saueles
BULBW
sasuadx3 Jayj0
sabepp pue sauejes
sayoeag buiyeg
sasuadx3 Jayio
sabepp pue salieles
sauen Alajes pue sjeubig jeang
sasuadx3 Jayio
sobepn pue sauees
SOXE] JO JUBWISSasSy
sasuadx3 Jay10
Auedoid paso|oai04 '® suai 8L xe] jo uogepinbi
sasuadx3 Jayi0
sabepa pue salejeg
S9Xe] JO Uoyo3j[0D
sasuadx3 JaylQ snoaue|eosiy
S80IAI3G YpNY
abejsod
sasuadxg Jeyi0
sabepn pue sauees
uoljesisiulwpy [eoueur
JONVNI4 40 LNIWLHVdAd

12



Juswaiels siy} Jo ped [2Bapu|
ue ale sjuswaels jelouesuld sy} 0} s8joN BulAuedwodoy ay |

- 00'9€9'C - 00'98'SZ 00°005'82 00°005'8Z
- 9¢°10S 2965LC 20'6.1°95 00°0¥¥'65 00°0¥¥'6S
- 00°8¥0'} - 00°G88'¥9S 00°€€6'G9S 00'€€6'G9S
- GLTSS'Y 16'228'01 v.v.0'8L 00°0SP'eE 00°0S¥'ce
- 18'929'% - €LEVE'09 00°046'v9 00°0L6'V9
- 00°GLL'S - - 00°SLL'S 00'GL1's
- 68°vCL - [ Ayetel- o 00°066°L 00°066'}
- 00°00L - 00°00€'8C 00°000'62 00°000'62
- LeLeT LY L yoy's 15'850'vE 00°00L'9L 00°00.'8L
- Trvee'L - 8G°GEY'LL 000cL'sl 00°0e.'8l
S 00°00S'€ = = 00°005‘€ 00°005'c
- ov'sei - 09'v8l'cl ooole'el 000Le'el
- ¥8'9.9'6T 65°€6L'29 15°¥25'SLL 00'see'zie 00'S6€'CLC
- v 'pS8'e8 - 95°051'60L°€ 00°'500°e6lL'E 00°600'e6L'E
psjj@sue) panIssay pajaquinousy pabiey) SUONESYIPOI 19bpng
souejeq 1o pred 1oy 19bpng
papuadxaun papuadx3 suoneudoiddy
(papuadxa JoAQ)

€ -V Hquxg

S10Z ‘1€ ¥39W303Q GIANT AVIA 3HL o4
SISVa ANOLVYINOIY - STUNLIANIJXI 40 LINIWILVLS

aNNd LNFHIND

lenjoenuon
JOBJJUOD |0NUOD [eWIUY
sasuadxg Jayio
safep pue souees
spsenbay]
sasuadx3 Jayi0
sabepp pue saleles
9|21YaA - aoueUBIBWY
sasuadxs 8Yy10
sabep pue sauees
welbold 10j08)9 9Hows
(2-G:0% 'S"¥) uonnguyuoy - uoneziueBiQ PV isid
sasuadx3 Jay0
sabep) pue sauees
alid
sasuadx3 Jayi0
sabepp pue sslees
S90IAISG Juswabeuepy Aousbiawg
sasuadxg Jayin
safepy pue sauees
80)jod
32170d 40 LNJW1MVYd3d

13



JswalElS sy} Jo Jed jeibajy)
UB 8B SJUBLIBJE)S [BIDUBUIY AU} 0} $8j0N BulAuedwoooy ey

- 88°'¥8S'S 669 €5'802°G 00°008'0L 00°008'0}
- 96'€E0’L - ¥0'992's 00°00€'9 00°00g'9

- £0'866'C - 16°108'S 00008'8 00°008'8

- ¥.'908 - 9z'€6Y'S 00°00E9 00°00€'9

- 00°000°L - - 00°000°'L 00°000°L

- 00°086'L - 00°020'c 00°000'G 00°000's

- S6'8LY'8 ov'6LE', §9'158°12 00°059'.¢ 00°059'LE
- 26'8.5'81 - 80°'LTY'8CT 00°000'L¥2 00°000'1 22
- 18°€96 ¥5'9.6'€C S9'EEY' L 00'%.£'96 00'vLE'96
- 1z109'8¢e - £1°225'6¥€ 00°0¢4'88€ 00°0€1'88¢€
- LL29P'TT €L°0ZL'9 96'96.'0€ 00'086'65 00°086°65
- 60v12'82 - 16'G8.'982 00°000'GLE 00°000'G1LE
- LLSYL'LL - €2¥S5'16T 00°004'coe 00'002'482
- 11'620'02 L9VEP'S 91'0vE's 00°058'vE 00°058'vE
- 8E'0£8'C) - 29'6¥¥'00F 00'08Z'€LYy 00°08z'€0v
- eV LYI'LL €E'GCY'8L yTeeL'L 00'908'.¢ 00'908'z2

e 89°L€€'2S - zee9L'ioz 00°00L'v5C 00°001 'vST
- ZE'SSL'EL 06°€ET'S 8.°2r0'SL oo'ger'ee 00Zev'ee
- 85'LLY'CL - Zi'£86'062 00°S5+'€0€ 00'SSP'€62
- 1£199'G 0€'20€E €£'50.°02 00'5.9'92 00°529'Z
- 86'¥0P'9G - 20'559'162 00°090'8¥€ 00°090'8¥€
pajisouesd panIasay pataguinoug pabieyn SUONEIYIPON 19bpng

aoueley 10 pled 19y 1ebpng
papuadxaun papuadx3 suofjeudoiddy
(papuadxa JaAQ)

€ - vV HIqiux3

S10Z ‘1€ ¥3EW303A A3ANT ¥VIA FHL HOd
SISVE ANOLYINOIY - STUNLIANIdXI 40 LNIWILVLS
aNNd LNIFRRAND

sesuadx3 Jayio
sabepn pue seuees
pseog Buluuejq
sesuadx3 18410
sabepp pue seleles
pseog Bujuoz
(1-0gs:0¥ VSIN) meT asn pue [ediojunpy
LN3IWdOTIA3A ALINNWWOD d4O LINIJWLNVYd3a
sasuadxsy Jayi0
UOISSIWIWIOY) [EDLIOISIH
sesuadxg JBY10
1OV seilliges!q yim ueouswy
sasuadxy Jayi0
sabep pue saleles
Uol08}0Id 2ioysg
sasuadxg JByl0
sabepp pue sauees
spunouig) pue sBuipling olignd
sasuadxg JayjO snoaue||esiin
|enioenuosy
sesuadxy Jayi0
sabep pue sauejes
|eAoway ysed)| pue abeqiesy
sasuadxy Jayi0
sabepp pue sauejes
(2e sr-v'vov) uswebeuey sisep plioS
sasuadx3 Jayj0
sabepp pue salejeg
Bulues|) jeans
sasuadxg JaylQ
sabep pue ssuejes
soueuUBjulely pue sliedsy peoy
sasuadx3 Jayi0
sabep pue seuejes
SHIOM 3lland JO uogelsiuIwpy
SMYOM 21N9Nd 40 LNIW.LHV43A

14



JsWalelS sy} Jo Ued fesbaju

Ue aJe sjuswalelg [eloueul 8y 0} sajoN BuiAuediioooy ay )

15

06°20.'850°L €12V8'69€ L6'90E'G9E €1 00°/58'€6.'P| 00'¥76'908'71 «SdVOu NIHLIM LN3ONILNOD
ONIANTINI SNOILYH3Ad0 V101
00°000°¢ - - 00°000' 00°000'¢ abunuon
06°L0.'GS0'L €1°28'69€ 16°90€'59¢e'el 00°258'06.L'pL 00'¥¥6°'c08'y L WSdVO. NIHLIM SNOILVYEdO TV10L
90 - 9€'8€0'.LS 00'6€0'.LS 00°000'GS 19MaSg B JBJBM
09'8€Z'L¥ - ov'19.'204 00°000'0S} 00°000'081 auloses
00°000'C - - 00'000' 00000z 1O 1en4
G8'869'6 - SL'1L0€'e9 00°000'¢L 00°000'cL SED) {BIN}EN
LSY9L'vL v€'865'| 60°LE9'8Y 00°000'G9 00°000'59 auoydsja|.
0€'690'8 GZ'L¥9'T SY'e6Z il 00°000'6Z} 00°000'5Z1 Bunydy 1eans
69'€09'Z 81861’y €8°261°€9L 00°000'0} 00°000°0L1 Ayouroela
SASYHOUN M1NE ANV SaSNIAIX3 ALINILLN
SG'¥S8 €L7.L9'y ze L8 LL 00°00%'€C 00'00v'€2 sjuswieda( ||V - S80S Jejndwio)
a3ldISSVIONN
€L'LLE - FrArAR:§:1) 00°0€l'91 0002491 sabepp pue saiiees
Jojoadsu| Buiquinid
01'869 = 06°L66'El 00°069'¥L 00'069'v} sobep) pue seuees
Jo10adsuj [eoLoa|g
L9V9L zLzel'ol 19'16L'S1L 00'689'92 00°05S'v1 sosuadx3 Joyi0
8Y'6LL'Y - 25°088'veZ 00°099'62C 00°099'622 safiepp pue sauees
[P Q uonoNsuon
9p0oD UOHONIISUOT WLIOHU( 8lels
3A0D NOILONYLSNOI WHO4LINN
86'L6T L 127090°L G9'652'vL 00'ZL9'olL 0021991 sasuadx3 JByi0
siele'le - 58'809'G8| 00'286'90¢C 00'286'902 sebepp pue saLejes
Unog [edpiunpy
1¥N0D TVYJIDINNN 40 LININ1YVd3d
GE'€8L'9 06229V S.°80€'081 00°02.'16} 00°02.'L61 sosusdx3 JoYio
9e'L19'0) - ragie'vLl 00°0€8'78} 00°0€8'v8| sabep) pue saueles
wsuno |
Te.88'L - 89'205' 00°06E'V 00°06€'v sabepp pue ssees
Arelq Ajunog sa14 un uonedioiied jo asuadxy
L¥'628'Y LEV2E'GL 91°2€9's8 00'98.'50} 00'98.'G0L sasuadx3 J2ui0
€V°'185'01 - 15°81€'502 00°006'GLZ 00°006'G12 sabep pue salieles
uonEaI00y
S3VIAYAS ALINNWWOD 40 INIWLYVd3d
paAlasay passguinouy pabieyd SUOHEIHPON 1ebpng
10 pled 1ayy 3ebpng
papuadxaun papusadx3] suoieudosddy
(papuadxa JaAQ)

§L0Z ‘L€ ¥39W303a IANT ¥VIA FHL ¥Od
SISVE AUOLVYTINOZY - STANLIANIAXI 40 INIFWNILYLS

ANNd LNZ¥AENO
€ - vV Hqiuxg



Juswa)els siy) 1o Led [eibeju|

Ue ale sjusiualels [ejoueul] ay) o} sajoN BuiAuedwoooy sy

- - 00°000'6L - 00°000'G. 00°000°GZ
- - 00°000°'s. - 00°000'G.L 00°000°GL
- LR CTATAND 61°600'0.L€ 22'92£'686'vL £5°929'GLb 9L €s'eLL'88r'9l
- 29'986'l9 99'€gl GZ'6L0029°L €6°69.'189°'L £5'69.'189'1
- Le6eL's 99'€9l 16'960'9 00°000'04 00°000°04
= - - 00°000'G 00°000°S 00°000's
- - - 00°000'0L 00°000°0L 00700001
- LE'G9¢E - €9'7£9'GE 00°000°9€ 00°000'9¢
O s - 00°LLY'0SY 00°LLY'0GY 00'LLP'0SY
- 88°18¥'LS - G9'L61'L8S €5°EL9'PYI €5°€L9'v¥9
- - - 00'529'62S 00'629'6ZS 00'529'62S
- L 'p9l's9g ELTY8'69¢ 9.°568'6Y1'S 00'206'p8€E'9 00'6€€°60%'9
- 6L'EPS'cer - L2 LLY'GLE L 00'656'80%'8 00'609'26€'8
pajjeoue) panasay pasequinous pabiey) SUOEOBIPON yobpng
aouejeq 10 pled isyy 19bpng
papuadxaun papuadx3 suopeldosddy
(popuadxa JaAQ)

€ -V Iqiux3

$10Z ‘1€ ¥IEW303AQ A3ANT ¥VIA IHL ¥Od
SISVE AYOLYINOAY - STANLIANIAXE 40 LNIWILYLS

aNNd LNFHNND

dvSO1

£'G¥-v:v0P VSIN ‘8oueinsu)
«SdVO, Wok pepnjox3 - suopelsdo (v)
«SdV3. WOHH G30NTOX3 - SNOILYHIdO

nSdVOu NIHLIM S3S0diNd TvdIOINNN
404 SNOLLYIMdO¥ddY TVHINIO V101

‘STANLIANIIXT AMOLNLVYLS
ANV S3DuVHO d3uy3434 V.10l

weibold juswaiiay uopnguuoy pauyaq
ISTU] JUBWBINeY 10} dAleSDY
uolsusq plrenbaj
8oueINsSU| uonesuadwo) uaswkojdwaun
WIASAS JUSWIBINSY S,UBWaIl4 PUE 831[0d
('rs'v"0) weysAg Aunosg [elog
wiolsAg Juawallay seakojdw3 olignd
10} suolNQUIUCY
sainyipuadxy Aoinje)s

‘STANLIANIIX3
AHOLNLVLS ONV SI9DHVHO a3yy343a

sasuadx3y 8y
sebepp pue saueles
‘reyeg

16



Juawele]S Sy} Jo Ued [eibsju

ue ale SjuslRIelS [BIoUBUI U} 0} S8JoN BuiAuedwoooy ay )

S - 00°000'0S} 00'000°05) 00°000'0S1
S - 007000061 00°000'0G1 00°000°0G1
LE'6 - 69°.Z8'8¢S'V 00°.£8'82S'Y 00°0SL'GLS'Y
ov's - 09'160'LE 00°00L'LE 00°00L'LE
160 - 60°980'v61 00°280'v61 00°000°i81
= - 00°059'¢99 00°059'€99 00°059'¢99
- - 00°000'00Y 00°000°00% 00°000'00%
N S 00°000'0¥C'E 00°000°0¥2'e 00°000°0¥2'e
- - 00°000'GS} 00°000'SS1 00°000'GS|
- - 00°000'sS1 00°000'SSL 00°000'554
S 00'000'S. G8'6£5'8E §8'6ES'ell 8G°G68'GL1L
= 00°000°GZ 85°668'0Y 8G°G68'SL1 85°G68'GLL
o = 9G'G68'0Y 95'G68 0 8G°G68'0Y
S - 26'59L'Y z6'59L'Y 76'S9L'y
S - v0'S29'E $0°629'c ¥0°529'¢
= - €L°66€'T €465 €1°G5E'T
= - 00's.¢e’L 00'S.€'L 00°6.€'}
- - 00°00S'S 00°00S'S 00°006'S
o - 69°€L8'EC 68°€/8'€C 68°¢/8'€C
pajjaouen panlesay palaquinouy pabiey) SUONEJYIPON yobpng
aoueleg 10 pred 18yy yebpng
papuadxaun papuadx3 suoneudoiddy
(papuadxa JaA0)

€ -V Hqux3

S10Z ‘1€ ¥3EWI03d A3ANT ¥VIA FHL ¥O4

SISVE AYOLVINOTY - STANLIANTdXT 4O LNJWILVYLS

GNNd LNIXHND

sabley) pausjaq |ejo)

SIBaA G - Suonezuoyny Aousbilaw3 [eeds
sabrey) pausjeq (3)

20IM8S 199 fejoL.

1SaI9ju] pue |edidulld 1o} sluawAheday ueot
‘welboid ueot jsnij usalo
SBJON U0 Jsalsiu|
sSpuog uo isalau|
S8)ON [elde) pue sajoN uonedidijuy puog Jo Juawied
|edibund puog Jo juswAied
so1nag 193d (Q)

sjuswiaaosdul [ende |gjo |

pung juswaaoidui| feyden
sjuswanoidwyj jended (D)

sasuadxg I8y0
sabep pue selees
lejaQ
+SdVD, Wioy papnjox3 - suonesadQ [e0]

sanuanay
AQ 188-40 sweiboid ajeAld pue ailqnd [ejol

JaAQ palind 199 Jaqog sAuQ - SIHAMN
193011 JO OO
Jowy Apog
aleys [e201
areys fjunon
asngy BniQ pue WsHoyoofy uo saueljly [ediduniy
SONIUNWIWOY UBdD
SANUBIADY
£q198-40 sweiboid ajeald pue djland (v)

17



swelels siy Jo ed [eibaju|
Ue ale sjuaiuelels [ejoueuly aU) 0} saloN BulAuedwoosy ay |,

22'622'685'02

sjuswasIngsiq

L6'ESL'YLS'6L
= UONEN[BASY 10} SAISSIY

18

00'000's5} pun4 jusweacidwy [ejdes
00°000'05} sabiey) pausjeq
85°G68'0V Sjuels) 9)ElS pue jesepa
€L°6L1'62L sexe | pajos|joduf 10} dAIRsaY
e ————— ]
1€6 ¥8'8€5'051'2C
S suoljeudolddy AouaBiows
o fousBrawy [eoadg
- papuadxalend s 18-v'Yov Aq suopeudoiddy
LE'6 pajjeaued ¥8'8€5'051'2Z 196png
LE'6 R TAANY 61°G00'SyY 2T'622'685°02 $8'8£5'061'2C ¥8'8€5°0G} 22 SNOLLVIMO¥ddY TVH3INIO W.L0L
S S = €L°6L1°G2L €L°641°GZL €L'6L1'GZL soxe| pajoajjoouf 10} aA1saY (W)
LE'6 IR TAANY 61°G00'SHY 6°670'098'61 LL'6GE'SZY' LT LL'66€'aZY'LT SNOILVIHdOYddY TvHINID TvL019NnS
LE6 - 00°000'G. LTETL'YLI8'Y 8G'ZEL'6YE 'V 89°GY9'9E6 wSdVI. WOY4
Q3anToXd S3S0d¥Nd TVdIDINNW
H04 SNOILVINdO¥ddY TYHIANIO TVi0L
pajjeoue] paAlasay pasaquinoul pableyn Suonesy|pow 196png
aouejey 10 pred Jayy Jebpnyg
paspuadxaun papuadx3 suoneudoiddy
(papusadxa JaAQ)

£ -V Iqux3

$10Z ‘i¢ ¥39W3D3d AIANT AVIA IHL HOH

aNNd LNIH¥ND

SISVE AMOLYINOIY - STAUNLIANIAXT 40 LNIWILVYLS



{THIS PAGE IS INTENTIONALLY LEFT BLANK}



EXHIBIT - B
TRUST FUND






Exhibit B

TRUST FUND
COMPARATIVE BALANCE SHEET - REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31,

2015 2014
Assets
Assessment Fund:
Cash and Investments 46,655.28 46,655.28
46,655.28 46,655.28
Animal Control Fund
Cash and investments $ 20940 $ 247.80
Due from State of New Jersey 2,40 3.00
211.80 250.80
Other Funds
Cash and Investments 1,930,865.58 1,824,673.55
Due from Current (Tourism) 950.00 1,400.00
1,931,815.58 1,826,073.55

$ 1,978,682.66 $ 1,872,979.63

The Accompanying Notes to the Financial Statements are an
integral Part of this Statement
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TRUST FUND
COMPARATIVE BALANCE SHEET - REGULATORY BASIS

FOR THE YEAR ENDED DECEMBER 31,

Liabilities, Reserves and Fund Balance

Assessment Fund:

Fund Balance

Animal Control Fund

Reserve for Animal Control Expenditures

Other Funds

Deposits for Redemption

Reserve for Retirement Fund

Reserve for Lifeguard Pension Fund

Reserve for Tennis Fees

Reserve for Cafeteria Plan

Reserve for Police Forefeited Fund

Reserve for Police Lost and Found

Reserve for Escrow Deposits

Reserve for POAA Fund

Reserve for Recycling Fund

Reserve for Environmental Fees

Reserve for Municipal Alliance

Reserve for Fire Safety Penalty

Reserve for Tourism

Reserve for TTL Redemption Premiums

Due to State of New Jersey - Uniform
Construction Code Training Fees

Exhibit B

2015 2014
46,655.28 46,655.28
46,655.28 46,655.28

21180 $ 250.80
211.80 250.80
38,332.99 1,365.56
65,590.78 60,527.13

851,422.46 817,490.55

87,393.38 82,828.69

285.00 1,040.94
9,628.53 5,889.14
285.38 285.38
350,627.37 370,919.70
581.40 1,025.40

262,730.34 274,266.62

34,899.22 28,882.80

1,618.74 1,985.67
250.00 250.00
104,362.99 79,091.97
119,000.00 95,000.00
4,807.00 5,224.00
1,931,815.58 1,826,073.55
1,978,682.66 $ 1,872,979.63

The Accompanying Notes to the Financial Statements are an

Integral Part of this Statement
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EXHIBIT -C
GENERAL CAPITAL FUND






Exhibit C

GENERAL CAPITAL FUND
COMPARATIVE BALANCE SHEET - REGULATORY BASIS
AS OF DECEMBER 31,
2015 2014

ASSETS
Cash $ 925,311.15 8,918,895.71
Deferred Charges to Future Taxation -

Funded 27,048,165.57 21,816,173.05

Unfunded 21,015,615.00 28,414,615.00

48,989,091.72

59,149,683.76

LIABILITIES, RESERVES AND FUND BALANCE

Contracts Payable

Bond Anticipation Notes Payable
Serial Bonds Payable

Refunding Bonds Payable
Green Trust Loan Payable

Improvement Authorizations:
Funded
Unfunded

Reserve to Pay Bonds & Notes

Reserve for County Improvement Projects
Reserve for Insurance

Reserve for State Projects

Reserve for Grant Reserves

Capital Improvement Fund

Fund Balance

2,234,550.17
14,000,000.00
24,140,000.00
2,775,000.00
133,165.57

532,432.68
3,746,113.00

417,873.80

394,925.00
615,031.50

6,649,460.38
22,900,000.00
18,540,000.00
3,115,000.00
161,173.05

403,961.87
6,070,640.34

264,059.76
146,362.00
183,728.28
185,432.94

29,180.00
318,925.00
181,760.14

48,989,091.72

59,149,683.76

There were bonds and notes authorized but not issued at December 31
2014
2015

5,514,615.00
7,015,615.00

The Accompanying Notes to the Financial Statements are an

Integral Part of this Statement
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GENERAL CAPITAL FUND

COMPARATIVE STATEMENT OF FUND BALANCE -

REGULATORY BASIS

FOR THE YEAR ENDED DECEMBER 31,

Exhibit C - 1

Beginning Balance January 1 $

Increased by:
Premiums on sale of Bonds & Notes
Cancelation of Reserve Balances
Cancelation of Ordinances (Ord.#1381,1425, 1438, & 1451)

Decreased by:
Reserve to Pay Bonds and Notes
2015 Budget - Capital Surplus

Ending Balance December 31 - o R

2015 2014
181,760.14 205,900.14
417,873.80 95,860.00
544,703.22 ;
22,328.28 -
417,873.80 120,000.00
133.760.14 -
615,031.50 181,760.14

The Accompanying Notes to the Financial Statements are an

integral Part of this Statement
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EXHIBIT -D
WATER AND SEWER UTILITY FUND






WATER AND SEWER UTILITY FUND

COMPARATIVE BALANCE SHEET - REGULATORY BASIS
AS OF DECEMBER 31,

ASSETS
Operating Fund:
Cash

Receivables and Other Assets with Full Reserves:

Consumer Accounts Receivable

Total Operating Fund

Assessment Trust Fund:
Cash
Assessment Receivable

Total Assessment Trust Fund

Capital Fund:
Cash - Treasurer
Interfunds and Receivables
Due from USDA
Fixed Capital - Completed
Fixed Capital - Authorized and Uncompleted

Total Capital Fund

Exhibit D

Sheet 1

2015 2014
3,496,370.91 2,337,355.49
3,496,370.91 2.337.355.49
350,717.51 327,642.91
350717 51 327.642.91
3,847,088.42 2,664,998.40
50,847.36 37,200.18
26.733.71 40,380.89
7758107 77.581.07
2,196,664.57 2,315,457.29
376,074.00 800,000.00
25 864.749.81 21,919,594 44
15,695,000.00 19.673.875.00
44.132.488.38 44708.926.73
48,057,157.87 47.451,506.20

The Accompanying Notes to the Financial Statements are an

Integral Part of this Statement
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Exhibit D

LIABILITIES, RESERVES AND FUND BALANCE

Operating Fund:

Appropriation Reserves
Reserve for Encumbrances
Prepaid Utility Rents

Utility Overpayments

Accrued Interest on Bonds and Notes

Reserve for Receivables
Fund Balance

. Total Operating Fund

Assessment Trust Fund:

Reserve for:
Assessment Receivable
Fund Balance

Total Assessment Trust Fund

Capital Fund:

Encumbrance Payable

Bond Anticipation Notes Payable
Serial Bonds Payable

USDA Loans Payable

Refunding Bonds Payable

improvement Authorizations:
Funded
Unfunded
Reserve for Amortization
Deferred Reserve for Amortization
Reserve for USDA Receivable

Reserve for Pay Bonds
Fund Balance

Total Capital Fund

Sheet 2
WATER AND SEWER UTILITY FUND
COMPARATIVE BALANCE SHEET - REGULATORY BASIS
AS OF DECEMBER 31,
2015 2014

$ 445 427.49 297,453.65
156,834.90 174,298.44
339,955.68 324,563.87
2,844.56 3,077.11
106,751.90 102,499.33
1,051,814.53 901,892.40
350,717.51 327,642.91
2,444 556.38 1,435,463.09
13,847,088.42 2,664,998.40
26,733.71 40,380.89
50,847.36 37,200.18
77.581.07 77,581.07
1,487,775.56 1,710,953.12
S 6,000,000.00
10,550,000.00 7,170,000.00

2,496,552.50 -
1,995,000.00 2,230,000.00
1,375,480.29 548,613.34
1,872,630.32 4,277,899.06
23,761,123.31 21,880,137.44
5 20,000.00
376,074.00 800,000.00
- 548.75
217,852.40 70,775.02
44,132,488.38 44,708,926.73
$ 48,057,157.87 47,451,506.20

There were bonds and notes authorized but not issued at December 31

2014
2015

3,495,000.00
2,381,000.00

The Accompanying Notes to the Financial Statements are an

Integral Part of this Statement
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WATER AND SEWER UTILITY FUND

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGES

IN FUND BALANCE - REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2015

Revenue and Other Income Realized
Fund Balance
Rents
Penalties
Miscellaneous Revenue Anticipated
Other Credits to Income:

Unexpended Balance of Appropriation Res.

Total Income
Expenditures
Operations
Debt Service
Statutory Expenses
Refund of Prior Year Revenue
Total Expenditures
Excess in Revenue
Adjustments to Income before Fund Balance:
Expenditures included above which are by
Statute Deferred Charges to Budgets of
Succeeding Year
Total Adjustments
Excess in Operations
Fund Balance January 1
Decreased by:

Utilization as Anticipated Revenue

Fund Balance December 31

Exhibit D - 1

2015 2014
470,000.00 400,000.00
9,014,888.68 8,962,049.94
71,900.53 68,722.03
257,680.69 230,765.90
281,308.14 263,694.11
10,095,778.04 9,925,231.98
6,491,613.81 6,405,450.00
1,880,260.07 1,970,408.19
243,979.19 463,550.00

831.68 -

8,616,684.75 8,839,408.19
1,479,093.29 1,085,823.79
1,479,093.29 1,085,823.79
1,435,463.09 749,639.30
2,914,556.38 1,835,463.09
470,000.00 400,000.00
2,444,556.38 1,435,463.09

The Accompanying Notes to the Financial Statements are an

Integral Part of this Statement
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WATER AND SEWER UTILITY CAPITAL FUND
COMPARATIVE STATEMENT OF FUND BALANCE -
REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31,

Exhibit D - 2

2015 2014
Beginning Balance January 1 $ 70,775.02 56,462.02
Increased by:

Cancelation of Reserve to Pay Bonds 548.75 -

Cancelation of Authorization Ordinance #1426/1471 33,719.63 -

Reserve for Amortization 1,668.00 -

Premiums on sale of Bonds & Notes 111,141.00 14,313.00
Ending Balance December 31 $ 217,852.40 70,775.02

The Accompanying Notes to the Financial Statements are an
integral Part of this Statement
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WATER AND SEWER UTILITY OPERATING FUND
STATEMENT OF REVENUES - REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2015

Surplus Anticipated
Rents

Penalties
Miscellaneous

Analysis of Realized Revenue:

Rents

Consumer Accounts Receivable:

Current Collections
Prepaid Applied
Overpayments Applied

Miscellaneous
Interest on Rents
Interest on Investments

Exhibit D - 3

Anticipated Excess or
Budget Realized (Deficit)
470,000.00 470,000.00 -

7,960,000.00 9,014,888.68 1,054,888.68
55,000.00 71,900.53 16,900.53
1560,000.00 257,680.69 107,680.69
8,635,000.00 9,814,469.90 1,179,469.90

8,701,841.88

324,563.87

232.55

9,026,638.30

245,666.13

12,014.56

257,680.69

The Accompanying Notes to the Financial Statements are an

Integral Part of this Statement
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EXHIBIT - E
GENERAL FIXED ASSETS ACCOUNT GROUP






GENERAL FIXED ASSETS ACCOUNT GROUP

COMPARATIVE BALANCE SHEET - REGULATORY BASIS
AS OF DECEMBER 31,

General Fixed Assets:
Land and Buildings
Buildings
Machinery and Equipment

Total General Fixed Assets

Investment in General Fixed Assets

Exhibit E

2015 2014
3,138,438.00 $ 3,138,438.00
16,019,869.00 4,110,676.00
9,370,646.12 8,655,722.56
28,528,953.12 $  15,904,836.56
28,5628,953.12 $ 15,904 ,836.56

The Accompanying Notes to the Financial Statements are an
Integral Part of this Statement

29



{THIS PAGE IS INTENTIONALLY LEFT BLANK}



NOTES TO THE FINANCIAL STATEMENTS






NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014

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

Except as noted below, the financial statements of the City of Sea Isle City include every board, body, office
or commission supported and maintained wholly or in part by funds appropriated by the City of Sea Isle City,
as required by N.J.S. 40A:5-5.

Component units are legally separate organizations for which the entity is financially accountable. The entity
is financially accountable for an organization if the entity appoints a voting majority of the organization's
governing board and (1) the entity is able to significantly influence the programs or services performed or
provided by the organization; or (2) the entity is legally entitled to or can otherwise access the organization’s
resources; the entity is legally obligated or has otherwise assumed the responsibility to finance the deficits of
or provide financial support to the organization; or the entity is obligated for the debt of the organization.
Component units may also include organizations that are fiscally dependent on the entity in that the entity
approves the budget, the issuance of debt or the levying of taxes. The entity has no component units.

B. Description of Funds

The accounting policies of the City of Sea Isle City 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 the respect to public funds. Under this method of accounting, the City of
Sea Isle City accounts for its financial transactions through the following separate funds:

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

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

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

Water and Sewer Operating and Capital Funds - account for the operations of the water and sewer utility
and acquisition of water and sewer capital facilities other than those acquired in the Current and General
Capital Funds.

General Fixed Assets Account Group -- All fixed assets used in governmental fund type operations (general
fixed assets) are accounted for in the general fixed assets account group, rather than in governmental funds.

C. 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 governmental units. The
more significant policies in New Jersey follow.

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

{This space intentionally left blank}

30



NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014

Revenues -- are recorded as received in cash except for certain amounts, which are due from other
governmental units. Receipts from Federal and State grants are realized as revenue when anticipated in the
entity budget. Receivables for property taxes are recorded with offsetting reserves on the balance sheet of
the entity's Current Fund, in addition the receivables for utility billings are recorded with offsetting reserves in
the Utility Fund; accordingly, such amounts are not recorded as revenue until collected. Other amounts that
are due to the entity which are susceptible to accrual are also recorded as receivables with offsetting
reserves and recorded as revenue when received.

Expenditures - are recorded on the "budgetary” basis of accounting. Generally expenditures are recorded
when an amount is encumbered for goods or services through the issuance 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. Appropriation reserves covering unencumbered
appropriation balances are automatically created at December 31st of each year and recorded as liabilities,
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 bonds and notes are provided on the cash basis; interest
on general capital indebtedness is on the cash basis; interest on utility capital indebtedness is on the accrual
basis. Compensated absences are treated on a pay as you go basis with no amount charged to operations
in the year incurred.

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

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.

Inventories of Supplies - The cost of inventories of supplies for all funds are recorded as expenditures at the
time individual items are purchased. The cost of inventories is not included on the various balance sheets.

General Fixed Assets - The entity has developed a fixed assets accounting and reporting system, as
promulgated by the Division of Local Government Services, which differs in certain respects from generally
accepted accounting principles.

As required by New Jersey Statutes, foreclosed property is reported in the current operating fund of the
municipality.

Fixed assets used in governmental operations (general fixed assets) are 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, streets and sidewalks and
drainage systems are not capitalized.

All fixed assets are valued at historical cost or estimated historical cost if actual historical cost is not available
except for land which is valued at estimated market value on the date of acquisition. Expenditures for long
lived assets with an original cost in excess of $1,000.00 are capitalized.

No depreciation has been provided for in the financial statements.

Expenditures for construction in progress are recorded in the Capital funds until such time as the
construction is completed and put into operation.

{This space intentionally feft blank}
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NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014

Fixed assets acquired through grants in aid or contributed capital have not been accounted for separately.
Property and equipment purchased by the Water and Sewer Utility Fund is recorded in the capital account at
cost and are adjusted for disposition and abandonment. The amounts shown do not purport to represent
reproduction costs or current value. Contributions in aid of construction are not capitalized. The balance in
the Reserve for Amortization and Deferred Reserve for Amortization accounts in the Water and Sewer utility
capital fund represents charges to operations for the costs of acquisitions of property, equipment and
improvements. The utility does not record depreciation on fixed assets.

Levy of Taxes -- The County Board of Taxation certifies the tax levy of the municipality each year. The tax
levy is based on the assessed valuation of taxable property within the municipality. Taxes are payable on
the first day of February, May, August, and November. Any taxes that have not been paid by 11th day of the
11th month in the fiscal year levied are subject to being included in the tax sale and the lien enforced by
selling the property in accordance with NJSA 54:5 et. seq.

The municipality is responsible for remitting 100% of the school and county taxes to the respective agency.
The loss for delinquent or uncollectible accounts is borne by the municipality and not the school district or
county.

Interest on Delinquent Taxes — It is the policy of the City of Sea Isle City to collect interest for the
nonpayment of taxes or assessments on or before the date when they would become delinquent. The Tax
Collector is authorized to charge eight percent (8%) per annum on the first $1,500.00 of taxes becoming
delinquent after due date and eighteen percent (18%) per annum on any amount of taxes in excess of
$1,500.00 becoming delinquent after due date and if a delinquency is in excess of $10,000.00 and remains
in arrears beyond December 31st, an additional penalty of six percent (6%) shall be charged against the
delinquency. There is a ten day grace period.

Levy of Utility Charges — The entity operates a Water and Sewer utility fund. Rates are determined by
ordinance and changed as necessary. Sewer charges are based on flat fees and usage based on the type
of entity. Sewer Charges are billed semi-annually and due on April 1* and October 1%

Interest on Delinguent Utility Charges -- It is the policy of the entity to collect interest for the nonpayment of
utility charges on or before the date when they would become delinquent. The Utility Collector is authorized
to charge eight percent (8%) per annum on the first $1,500.00 of charges becoming delinquent after due
date and eighteen percent (18%) per annum on any amount of charges in excess of $1,500.00 becoming
delinquent after due date.

Capitalization of Interest -- It is the policy of the City of Sea Isle City to treat interest on projects as a current
expense and the interest is included in both the current and utility operating budgets.

Use of Estimates -- The preparation of financial statements in conformity with generally accepted accounting
principles or the regulatory basis of accounting requires management to make estimates and assumptions
that affect certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

D. Required Financial Statements

The State of New Jersey requires the following financial statements to be presented for each fund on the
regulatory basis of accounting: Balance Sheet, Statement of Operations and Changes in Fund Balance,
Statement of Revenue and Statement of Expenditures. These statements differ from those presented under

Generally Accepted Accounting Principles, which requires a Statement of Net Position and Statement of
Activities in addition to the fund financial statements.

{This space intentionally left blank}
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NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014

E. Comparative Data

Comparative total data for the prior year has been presented in the accompanying Balance Sheets and
Statement of Operations in order to provide an understanding of changes in the entity's financial position.
However, comparative (i.e., presentation of prior year totals by fund type) data have not been presented in
the Statement of Revenue-Regulatory Basis and Statement of Expenditures-Regulatory Basis since their
inclusion would make the statements unduly complex and difficult to read.

F. Recent Accounting Pronouncements Not Yet Effective

In February 2015, the Governmental Accounting Standards Board (GASB) issued Statement No. 72, “Fair
Value Measurement and Application”. This statement is effective for fiscal periods beginning after June 15,
2015, will not have any effect on the City’s financial reporting.

In June 2015, the Governmental Accounting Standards Board (GASB) issued Statement No. 73, “Accounting
and Financial Reporting for Pensions and Related Assets That Are Not Within the Scope of GASB Statement
68, and Amendments to Certain Provisions of GASB Statements 67 and 68”. This statement is effective for
fiscal periods beginning after June 30, 2016, will not have any effect on the City’s financial reporting.

In June 2015, the Governmental Accounting Standards Board (GASB) issued Statement No. 74, “Financial
Reporting for Postemployment Benefit Plans Other Than Pension Plans”. This statement is effective for fiscal
periods beginning after June 30, 2016, establishes new accounting and financial reporting requirements for
OPEB plans. It is anticipated that this statement will not have any effect on the City's financial reporting.

In June 2015, the Governmental Accounting Standards Board (GASB) issued Statement No. 75, “Accounting
and Financial Reporting for Postemployment Benefits Other Than Pensions”. This statement is effective for
fiscal periods beginning after June 30, 2017. Although not determinable, the impact of this statement on the
net position of the City is anticipated to be significant.

In June 2015, the Governmental Accounting Standards Board (GASB) issued Statement No. 78, “The
Hierarchy of Generally Accepted Accounting Principles for State and Local Governments”. This statement is
effective for fiscal periods beginning after June 30, 2015, will not have any effect on the City’s financial
reporting.

NOTE 2: BUDGETARY INFORMATION

Under New Jersey State Statutes, the annual budget is required to be a balanced cash basis document. To
accomplish this, the municipality is required to establish a reserve for uncollected taxes. The 2015 and 2014
statutory budgets included a reserve for uncollected taxes in the amount of $725,179.73 and $818,308.60.
To balance the budget, the municipality is required to show a budgeted fund balance. The amount of fund
balance budgeted to balance the 2015 and 2014 statutory budgets was $2,100,000.00 and $2,100,000.00.
In addition, the entity operates a self-liquidating Water and Sewer utility. Under New Jersey Statutes a
separate budget for the Water and Sewer utility must be adopted concurrently with the operating budget of
the entity. The Water and Sewer utility budget must be a balanced cash basis budget with fund balance
being used to balance the budget. The amount of fund balance budgeted to balance the 2015 and 2014
statutory budgets was $470,000.00 and $400,000.00.

{This space intentionally left blank}
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NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014

The Chief Financial Officer has the discretion of approving intra department budgetary transfers throughout
the year. Inter department transfers are not permitted prior to November 1. After November 1 these
transfers can be made in the form of a resolution and approved by City Council. The following significant
budget transfers were approved in the 2015 and 2014 calendar years:

Budget Category 2015 2014
Current Fund:

Municipal Engineer
Other Expenses 60,000.00 -
Fire Inspector
Salaries and Wages 340.00 -
Police
Other Expenses - 27,000.00
Road Repairs
Salaries and Wages 10,000.00 -
Fire
Other Expenses - 11,000.00
Bathing Beaches
Salaries and Wages - (29,000.00)
Finanical Administration
Salaries and Wages - (5,000.00)
Insurance
Employee Group Health (83,615.00) (15,000.00)
Planning Board
Salaries and Wages - (3,000.00)
Street Cleaning
Other Expenses 15,000.00 17,000.00
Solid Waste Management
Salaries and Wages 10,000.00
Garbage and Trash Removal
Salaries and Wages 15,000.00
Shore Protection
Salaries and Wages (24,000.00)
Construction Official
Other Expenses 12,139.00
Plumbing Inspector
Salaries and Wages 10.00
Gasoline (30,000.00)
Water and Sewer 2,039.00
Zoning Board
Salaries and Wages - (3,000.00)
Interest on Notes 13,087.00

Water and Sewer Utility Fund:
Salaries and Wages (18,407.00) -
Other Expenses - -
Insurance = -
MUA Payments - -
Operating Salaries & Wages - -
Insurance - -
Cape May County MUA 18,407.00 -
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NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014

NJSA 40A:4-87 permits special items of revenue and appropriations to be inserted into the annual budget
when the item has been made available by any public or private funding source and the item was not
determined at the time of budget adoption. No significant budget insertions were approved during 2015 or
2014 calendar years

The entity may make emergency appropriations, after the adoption of the budget, for a purpose which was
not foreseen at the time the budget was adopted or for which adequate provision was not made therein. This
type of appropriation shall be made to meet a pressing need for public expenditure to protect or promote the
public health, safety, morals or welfare or to provide temporary housing or public assistance prior to the next
succeeding fiscal year. Emergency appropriations, except those classified as a special emergency, must be
raised in the budgets of the succeeding year. The Governing Body did not approve an emergency
authorization in 2015 and 2014 calendar years. Special emergency appropriations are permitted to be raised
in the budgets of the succeeding three or five years. In 2013, a Special Emergency was approved in the
amount of the $750,000.00 under N.J.S. 40A:55. The balance as of December 31, 2015 was $450,000.00.

NOTE 3: INVESTMENTS

As of December 31, 2015 and 2014, the municipality held certificates of deposit in the amount of
$276,000.00, $49,000.00, $86,000.00, and $407,000.00 respectively with First Bank of Sea Isle City. The
certificates matured every 7 or 14 days depending on the maturity date in 2015 and were rolled over for
another 7 or 14 day period at varying interest rates. The City also invests in Step Saver accounts with the
First Bank of Sea Isle City. The interest rate on these accounts vary depending on the balance in the
account.

Interest Rate Risk. The municipality does not have a formal investment policy that limits investiment
maturities as a means of managing its exposure to fair value losses arising from increasing interest rates.
However, New Jersey Statutes 40A:5-15.1(a) limits the length of time for most investments to 397 days.

Credit Risk. New Jersey Statutes 40A:5-15.1(a) limits municipal investments to those specified in the
Statutes. The type of allowable investments are Bonds of the United States of America or of the local unit or
school districts of which the local unit is a part of: obligations of federal agencies not exceeding 397 days;
government money market mutual funds; the State of New Jersey Cash Management Plan; local
government investment pools; or repurchase of fully collateralized securities.

Concentration of Credit Risk. The municipality places no limit on the amount the entity can invest in any
one issuer.

Unaudited Investments

As more fully described in Note 24, the City has created a Length of Service Award Program (LOSAP) for
emergency service volunteers. The LOSAP investments are similar to those allowed in a deferred
compensation program as specified in NJSA 43:15B-1 et. seq. except that all investments are retained in the
name of the City. All investments are valued at fair value. In accordance with NJAC 5:30-14.37 the
investments are maintained by Lincoln Investments, which is an authorized provider approved by the
Division of Local Government Services. The balance in the account on December 31, 2015 and 2014
amounted to $712,666.26 and $720,293.13, respectively.
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NOTE 4: CASH

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank failure, the
government’s deposits may not be returned to it. The municipality’s policy is based on New Jersey Statutes
requiring cash be deposited only in New Jersey based banking institutions that participate in the New Jersey
Governmental Depository Protection Act (GUDPA) or in qualified investments established in New Jersey
Statutes 40A:5-15.1(a) that are treated as cash equivalents. Under the act, all demand deposits are covered
by the Federal Deposit Insurance Corporation (FDIC). Public funds owned by the municipality in excess of
FDIC insured amounts are protected by GUDPA. However, GUDPA does not protect intermingied trust
funds such as salary withholdings, bail funds or fund that may pass to the municipality relative to the
happening of a future condition. As of December 31, 2015, $1,932,116.22 of the government's bank
balance of $15,022,685.96 was exposed to custodial credit risk. As of December 31, 2014, $1,824,922.66 of
the government’s bank balance of $21,923,554.05 was exposed to custodial credit risk.

NOTE 5: FIXED ASSETS

The following schedules are a summarization of the changes in general fixed assets for the calendar years
ended December 31, 2015 and 2014:

Balance Retirements/ Balance
12/31/2013 Additions Adjustments 12/31/2014
Land $ 3,138,438.00 - - 3,138,438.00
Building 4,110,676 - - 4,110,676.00
Equipment and Machinery 8,143,688 791,22572 (279,191.00) 8,655,722.56

$ 15,392,801.84  791,225.72 (279,191.00) 15,904,836.56

Balance Retirements/ Balance
12/31/2014 Additions Adjustments 12/31/2015
Land $ 3,138,438.00 - - 3,138,438.00
Building 4,110,676.00 11,937,683.00 (28,490.00) 16,019,869.00
Equipment and Machinery 8,655,722.56 788,664.56 (73,741.00) 9,370,646.12

$ 15,904,836.56  12,726,347.56 (102,231.00) 28,528,953.12
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NOTE 6: SHORT-TERM OBLIGATIONS

Balance 12/31/13

Issued

Retired

Balance
12/31/14

Bond Anticipation
Notes payable:
General $ 10,800,000.00 22,900,000.00 10,800,000.00 22,900,000.00
Utility 2,400,000.00 6,000,000.00 2,400,000.00 6,000,000.00
$ 13,200,000.00 28,900,000.00 13,200,000.00 28,900,000.00
Balance Balance
12/31/14 Issued Retired 12/31/15
Bond Anticipation
Notes payable:
General $ 22,900,000.00 22,500,000.00 31,400,000.00 14,000,000.00
Utility 6,000,000.00 3,600,000.00 9,600,000.00 -

$ 28,900,000.00

26,100,000.00

41,000,000.00

14,000,000.00

The General note was issued on 07/21/15 and is due and payable on 07/21/16 with interest at 2.00%. There
is no balance of Utility notes payable as of 12/31/15. As of December 31, 2015 the entity has authorized but
not issued bonds in the amount of $7,015,615.00 and $2,381,000.00 in the General Capital Fund and Utility

Capital Fund respectively.

{This space intentionally left blank}

37



NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2015 AND 2014

NOTE 7: LONG TERM DEBT

Long-term debt as of December 31, 2015 and 2014 consisted of the following:

Amounts
Balance Balance Due Within
12/31/13 Issued Retired 12/31/14 One Year
Bonds payable:
General $ 24,660,000.00 2,460,000.00 5,465,000.00 21,655,000.00 3,240,000.00
Utility 11,075,000.00 1,755,000.00  3,430,000.00 9,400,000.00  1,455,000.00
Total $ 35,735,000.00 4,215,000.00  8,895,000.00 31,055,000.00 4,695,000.00
Other liabilities:
Loans Payable Green Trust $ 188,628.67 - 27,455.62 161,173.05 28,007.48
Compensated
Absences Payable 1,356,851.71 185,140.81 149,421.79 1,392,570.73 -
Total long-term
liabilities $ 37,280,480.38 4,400,140.81 9,071,877.41 32,608,743.78  4,723,007.48
Amounts
Balance Balance Due Within
12/31/14 Issued Retired 12/31/15 One Year
Bonds payable:
General $ 21,655,000.00 8,500,000.00 3,240,000.00 26,915,000.00 3,845,000.00
Utility 9,400,000.00 4,600,000.00 1,455,000.00 12,545,000.00 1,660,000.00
Total $ 31,055,000.00 13,100,000.00 4,695,000.00 39,460,000.00 5,505,000.00
Other liabilities:
Loans Payable Green Trust $ 161,173.05 - 28,007.48 133,165.57 28,570.42
Loans Payable USDA $ - 2,514,000.00 17,447.50 2,496,552.50 104,030.00
Compensated
Absences Payable 1,392,570.73 123,595.56 187,086.08 1,329,080.21 -
Total long-term
liabilities $ 32,608743.78 15,737,595.56 4,927,541.06 43,418,798.28 5,637,600.42
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Outstanding bonds whose principal and interest are paid from the Current Fund Budget of the entity:

$5,800,000 General Improvement Bonds dated April 1, 2005, due in annual installments through April 1,
2016, bearing interest at a rate of 3.75%. The balance remaining as of December 31, 2015, is $600,000.00.

$8,340,000 General Improvement Bonds dated November 15, 2009, due in annual installments through
November 15, 2019, bearing interest at rates varying from 3% to 4%. The balance remaining at December

31, 2015, is $5,200,000.00.

$11,640,000 General Improvement Bonds dated April 15, 2012, due in annual installments through April 15,
2025, bearing interest at rates varying from 2% to 3%. The balance remaining at December 31, 2015, is
$9,840,000.00.

$8,500,000 General Improvement Bonds dated September 15, 2015, due in annual instaliments through
September 15, 20286, bearing interest at rates varying from 2% to 3%. The balance remaining at December
31, 2015, is $8,500,000.00.

$2,360,000 General Improvement Refunding Bonds dated September 1, 2009, due in annual installments
through September 1, 2016, bearing interest at a rate of 5%. The balance remaining as of December 31,

2015, is $315,000.00.

$2,460,000 General Improvement Refunding Bonds dated April 3, 2014, due in annual instaliments through
January 15, 2019, bearing interest at rates varying from 3% to 4%. The balance remaining as of December

31, 2015, is $2,460,000.00.

$500,000 Green Trust Loan dated May 2, 2000, due in annual installments through 2020, bearing an interest
rate of 2.00%. The balance remaining as of December 31, 2015, is $133,165.57.

Outstanding bonds whose principal and interest are paid from the Utility Operating Fund of the
entity:

$2,600,000 Water and Sewer Utility Bonds dated April 1, 2005, due in annual installments through Aprit 1,
2016, bearing interest at a rate of 3.75%. The balance remaining as of December 31, 2015, is $300,000.00.

$5,030,000 Water and Sewer Utility Bonds dated November 15, 2009, due in annual instaliments through
November 15, 2023, bearing a rate that varies from 3% to 4%. The balance remaining as of December 31,

2015, is $3,100,000.00.

$3,000,000 Water and Sewer Utility Bonds dated April 15, 2012 due in annual instaliments through April 15,
2026, bearing a rate that varies from 2% to 3%. The balance remaining as of December 31, 2015, is

$2,550,000.00.

$4,600,000 General Improvement Bonds dated September 15, 2015, due in annual installments through
September 15, 2029, bearing interest at rates varying from 2% to 3%. The balance remaining at December

31, 2015, is $4,600,000.00.

$3,005,000 Water and Sewer Utility Refunding Bonds dated September 1, 2009, due in annual installments
through September 1, 2016, bearing interest at a rate of 5%. The balance remaining as of December 31,
2015, is $240,000.00.

$1,755,000 Water and Sewer Utility Refunding Bonds dated April 3, 2014, due in annual instaliments through
January 15, 2021, bearing a rate that varies from 3% to 5%. The balance remaining as of December 31,

2015, is $1,755,000.00.
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Schedule of Annual Debt Service for Principal and Interest for Bonded Debt Issued and Qutstanding

General Fund Utility Fund

Year Principal Interest Principal Interset
2016 3,845,000.00 780,833.33 1,660,000.00 396,106.67
2017 3,500,000.00 676,325.00 1,155,000.00 347,862.50
2018 3,610,000.00 562,825.00 1,205,000.00 308,587.50
2019 3,690,000.00 443,025.00 1,215,000.00 266,887.50
2020 1,720,000.00 329,175.00 1,205,000.00 224,237.50
2021-2025 9,650,000.00 889,625.00 4,245,000.00 594,337.50
2026-2029 900,000.00 27,000.00 1,860,000.00 123,600.00
$ 26,915,000.00 3,708,808.33 12,545,000.00 2,261,619.17

Schedule of Annual Debt Service for Principal and Interest for Green Trust Loans Issued and Outstanding

Year Principal Interest
2016 28,570.42 2,521.18
2017 29,144.69 1,946.91
2018 29,730.50 1,361.10
2019 30,328.08 763.52
2020 15,391.88 153.92
133,165.57 6,746.63

As of December 31, 2015 the carrying value of the above bonds and notes approximates the fair value of the
bonds. No interest was charged to capital projects during the year and the total interest charged to the
current budget was $888,827.69 and to the utility budget was $425,260.07.
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Summary of Municipal Debt Year 2015 Year 2014 Year 2013
Issued:
General - Bonds and Notes $ 41,048,165.57 44.716,173.05 35,648,628.67
Sewer Utility - Bonds and Notes 15,041,552.50 15,400,000.00 13,475,000.00
Total Issued 56,089,718.07 60,116,173.05 49,123,628.67

Authorized but not issued:

General - Bonds and Notes 7,015,615.00 5,514,615.00 17,664,615.00
Sewer Utility - Bonds and Notes 2,381,000.00 3,495,000.00 4,195,000.00
Total Authorized But Not Issued
9,396,615.00 9,009,615.00 21,859,615.00
Total Bonds & Notes Issued and
Authorized But Not Issued $ 65,486,333.07 $ 69,125,788.05 70,983,243.67

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 1.102%.

Gross Debt Deductions Net Debt
Local School District Debt $ - - -
Sewer Utility Debt 17,422,652.50 17,422,552.50 -
General Debt 48,063,780.57 - 48,063,780.57

65,486,333.07 17,422,652.50  48,063,780.57

Net Debt $48,063,780.57 + Equalized Valuation Basis per N.J.S.A. 40A:2-2 as amended, $4,359,968,634.67
=1.102%

Borrowing Power Under N.J.S.A. 40A:2-6 as Amended

3 1/2 % of Equalized Valuation Basis ( Municipal) $ 152,598,902.00
Net Debt 48,063,780.57
Remaining Borrowing Power $ 104,535,121.43

The City of Sea Isle City School District, as a K-6 school district, is permitted to borrow up to 2.5% of the
average equalized valuation for the past three years. State statutes allow a school district to exceed the
districts limitation with voter approval. Any amount approved by the voters in excess of the limit is treated as
an impairment of the municipal limit.
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NOTE 8: FUND BALANCES APPROPRIATED

Fund balances at December 31, 2015 and 2014, which were appropriated and included as anticipated
revenue in their own respective funds for the year ending December 31, 2016 and 2015 were as follows:

2016 2015
Current Fund $ 2,100,000.00 2,100,000.00
Sewer Utility 775,393.00 470,000.00

As of the date of this audit, the City has not adopted their 2016 municipal budget and the amount of fund
balance appropriated for 2016 is not approved. Municipalities are permitted to appropriate the full amount of
fund balance, net of any amounts due from the State of NJ for Senior Citizens and Veterans Deductions,

deferred charges, and cash deficit.
NOTE 9: DEFERRED CHARGES TO BE RAISED IN SUCCEEDING BUDGETS

Certain expenditures are required to be deferred to budgets of succeeding years. At December 31, 2015, the
following deferred charge is shown on the balance sheet of the Current Fund:

Balance
December 31, 2016 Budget Balance to
2015 Appropriation Succeeding
Current fund:
Special Emergency Appropriation $ 450,000.00 150,000.00 300,000.00
450,000.00 150,000.00 300,000.00

NOTE 10: SCHOOL TAXES

Local District School Taxes have been raised and a liability deferred by statute, resulting in the school tax
payable set forth in the Current Fund liabilities as follows:

Local School Local School
Tax Balance Tax Balance
1213112015 12/31/12014

Balance of Tax $ 913,651.00 $§ 913,651.00
Deferred 913,651.00 913,651.00
Tax Payable $ - 9% -
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NOTE 11: TAXES COLLECTED IN ADVANCE

Taxes collected in advance are recorded as cash liabilities in the financial statements. Following is a
comparison of the liability for the previous two years:

Balance Balance
12/31/15 12/31/14

$ 666,931.23 _§ 657,482.61
$ 666,931.23  $657,482.61

NOTE 12: PENSION FUNDS

Description of Plans

Substantially all of the entity's employees participate in the Public Employees' Retirement System (PERS)
and Police and Fireman's Retirement System (PFRS) cost sharing multiple-employer defined benefit pension
plans which have been established by State Statute and are administered by the New Jersey Division of
Pensions and Benefits (Division). According to the State of New Jersey Administrative Code, all obligations
of the System will be assumed by the State of New Jersey should the system terminate. The Division issues
a publicly available financial report that includes the financial statements and required supplementary
information for the systems. This report may be obtained by writing to the Division of Pension and Benefits,
PO Box 295, Trenton, New Jersey 08625 or the report can be accessed on the internet at -
http://www.state.nj. us/treasury/pensions/annrprts.shtmi.

Public Employees’ Retirement System

The Public Employees' Retirement System was established in January, 1955 under the provisions of
N.J.S.A. 43:15A to provide retirement, death, disability and medical benefits to certain qualified members.
The Public Employees’ Retirement System is a cost-sharing multiple-employer plan. Membership is
mandatory for substantially all full time employees of the State or any county, municipality, school district or
public agency provided the employee is not required to be a member of another State-administered

retirement system.

Defined Contribution Retirement Program (DCRP)

The Defined Contribution Retirement Program (DCRP) was established as of July 1, 2008 under the
provisions of Chapter 92, P.L. 2008 and Chapter 103, P.L. 2008 (NJSA 43:15c-1 et seq). The DCRP is a
cost-sharing multiple-employer defined contribution pension fund. The DCRP provides eligible members,
and their beneficiaries with a tax-sheltered, defined contribution retirement benefit, along with life insurance
and disability coverage. Vesting and benefit provisions are established by NJSA 43:15¢-1 et seq.

Police and Fireman’s Retirement System

The contribution policy for the Police and Fireman’s Retirement System (PFRS) is set by N.J.5.A. 43:16 and
requires contributions by active members and contributing employers. Plan member and employer
contributions may be amended by State of New Jersey legislation. PFRS provides for employee
contributions of 10.0% of employees’ annual compensation, as defined. Employers are required to
contribute to an actuarially determined rate.
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Pension Plan for Lifeguards

The City of Sea Isle City has established a pension plan to provide retirement, disability, and survivor
pension benefits for the individuals who serve on the City’s lifeguard force. An eligible employee becomes a
plan member upon employment. Employee contributions shall be withheld from the member's salary and
contributed to plan for his benefit for histher benefit. Retiree benefits are paid out of the current fund and
charged to the current operating budget of the City. A plan member may retire with a pension only after his
45" birthday and after he has completed 20 years of service, the last 10 must have been completed
immediately preceding his/her application.

Funding Policy

The contribution policy is set by N.J.S.A. 43:15A, Chapter 62, P.L. of 1994, Chapter 115, P.L. of 1997 and
N.J.S.A. 18:66, and requires contributions by active members and contributing employers. Plan member and
employer contributions may be amended by State of New Jersey legislation. PERS provided for employee
contributions of 6.92% through June 30, 2015 and 7.06% thereafter of empioyee’s annual compensation, as
defined. Employers are required to contribute to an actuarially determined rate in PERS. The current PERS
rate is 12.44% of covered payroll. The entity's contributions to PERS for the years ended December 31,
2015, 2014, and 2013 were $661,719.00, $590,906.00, and $615,051.00.

The contribution policy for the PFRS is set by N.J.S.A. 43:16 and requires contributions by active members
and contributing employers. Plan member and employer contributions may be amended by State of New
Jersey legislation. PFRS provides for employee contributions of 10.0% of employees’ annual compensation,
as defined. Employers are required to contribute at an actuarially determined rate. The current PFRS rate is
23.08% of covered payroll. The entity’s contributions to PFRS for the years ended December 31, 2015,
2014, and 2013 were $450,471.00, $463,908.00, and $517,132.00.

The total payroll for the year ended December 31, 2015, 2014 and 2013 was $9,228,546.39, $9,400,490.62
and $9,051,952.92. Payroll covered by PFRS was $1,951,641.00, $1,904,927.00, and $1,788,730.00.
Payroll covered by PERS was $4,749,140.00, $5,176,205.00, and $5,139,701.00.

The Lifeguard Pension provides for employee contributions of 4.00% of employees’ annual
compensation. The City's contributions to the Lifeguard Pension for the year ended December 31, 201 5,
2014 and 2013 was $10,000.00, $10,000.00 and $10.000.00. The City's trust for the Lifeguard Pension at
December 31, 2015 was $851,422.46. Currently there are currently no individuals receiving benefits. The
benefits paid by the trust for the year ended December 31, 2015, 2014 and 2013 were $0, $0 and $0.
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Significant Leqislation

Chapter 78, P.L. 2011, effective June 28, 2011 made various changes to the manner in which the Public
Employees’ Retirement System (PERS) and the Police and Firemen's Retirement System (PFRS) operate
and to the benefit provisions of those systems.

Chapter 78's provisions impacting employee pension and health benefits include:

« New members of the PERS hired on or after June 28, 2011 (Tier 5 members) will need 30 years of
creditable service and age 65 for receipt of the early retirement benefit without a reduction of % of
1% for each month that the member is under age 65.

¢ The eligibility age to qualify for a service retirement in the PERS is increased from age 63 to 65 for
Tier 5 members. '

« The annual benefit under special retirement for new PFRS members enrolled after June 28, 2011
(Tier 3 members), will be 60% instead of 65% of the member's final compensation plus 1% for each
year of creditable service over 25 years but not to exceed 30 years.

o Increases in active member contribution rates. PERS active member rates increase from 5.5% of
annual compensation to 6.5% plus an additional 1% phased-in over 7 years; PFRS active member
rate increase from 8.5% to 10%. For fiscal year 2013, the member contribution rates increased in
October 2011. The phase-in of the additional incremental member contribution rates for PERS
members will take place in July of each subsequent fiscal year.

e The payment of automatic cost-of-living adjustment (COLA) additional increases to current and
future retirees and beneficiaries is suspended until reactivated as permitted by this law.

o New employee contribution requirements towards the cost of employer-provided health benefit
coverage. Employees are required to contribute a certain percentage of the cost of coverage. The
rate of contribution is determined based on the employee’s annual salary and the selected level of
coverage. The increased employee contributions will be phased in over a 4-year period for those
employed prior to Chapter 78’s effective date with a minimum contribution required to be at least
1.5% of salary.

o In addition, this new legislation changes the method for amortizing the pension systems’ unfunded
accrued liability (from a level percent of pay method to a level dollar of pay).

Chapter 1, P.L. 2010, effective May 21, 2010, made a number of changes to the State-administered
retirement systems concerning eligibility, the retirement allowance formula, the definition of compensation,
the positions eligible for service credit, the non-forfeitable right to a pension, the prosecutor’s part of the
PERS, special retirement under the PFRS, and employer contributions to the retirement systems.

Also, Chapter 1, P.L. 2010 changed the membership eligibility criteria for new members of PERS from the
amount of annual compensation to the number of hours worked weekly. Also, it returned the benefit
muttiplier for new members of PERS to 1/60" from 1/55", and it provided that new members of PERS have
the retirement allowance calculated using the average annual compensation for the last five years of service
instead of the last three years of service. New members of PERS will no longer receive pension service
credit from more than one employer. Pension service credit will be earned for the highest paid position only.
For new members of the PFRS, the law capped the maximum compensation that can be used to calculate a
pension from these plans at the annual wage contribution base for social security, and requires the pension
to be calculated using a three year average annual compensation instead of the last year's salary. This law
also closed the Prosecutors Part of the PERS to new members and repealed the law for new members that
provided a non-forfeitable right to receive a pension based on the laws of the retirement system in place at
the time 5 years of pension service credit is attained. The law also requires the State to make its full pension
contribution, defined a 1/7™ of the required amount, beginning in fiscal years 2012.

Chapter 3, P.L. 2010, effective May 21, 2010, replaced the accidental and ordinary disability retirement for

new members of the PERS with disability insurance coverage similar to that provided by the State to
individuals enrolled in the State’s Defined Contribution Retirement Program.
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Chapter 92, P.L. 2007 implemented certain recommendations contained in the December 1, 2006 report of
the Joint Legislative Committee on Public Employee Benefits Reform; established a DCRP for elected and
certain appointed officials, effective July 1, 2007; the new pension loan interest rate became 4.69% per year,
and an $8.00 processing fee per loan was charged, effective January 1, 2008. The legislation also removed
language from existing law that permits the State Treasurer to reduce employer pension contributions
needed to fund the Funds and Systems when excess assets are available.

NOTE 13: PENSION LIABILITIES

in 2012, the Governmental Accounting Standards Board issued GASB statement 68. This statement is
effective for fiscal years beginning after June 15, 2014. This statement changes the method of reporting the
municipality's pension liabilities. However, due to the fact that the municipality reports on the regulatory
basis of accounting, no financial statement impact will be recognized. GASB statement 68 requires that the
June 30, 2015 actuarial valuation be used for this disclosure, but as of the date of this report the 2015
actuarial valuations are not yet available from the Division of Pensions. The Division of Local Government
Services has stated that disclosing the 2014 valuation is in compliance with the Regulatory Basis of
Accounting described in Note 1.

The following represents the municipality’s pension liabilities as June 30, 2014:
Public Employees’ Retirement System

The Municipality has a liability of $14,012,227.00 for its proportionate share of the net pension liability. The
net pension liability was measured as of June 30, 2014, and the total pension liability used to caiculate the
net pension liability was determined by an actuarial valuation as of that date. The Municipality’s proportion of
the net pension liability was based on a projection of the Municipality’s long-term share of contributions to the
pension plan relative to the projected contributions of all participating employers, actuarially determined. At
June 30, 2014, the Municipality's proportion would be 0.07484070770%, which would be an increase of
3.00% from its proportion measured as of June 30, 2013.

For the year ended December 31, 2015, the Municipality would have recognized pension expense of

$784,855.00. At December 31, 2015, the Municipality would report deferred outflows of resources and
deferred inflows of resources related to PERS from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Changes of assumptions $ 440,620.00
Net difference between projected and actual earnings
on pension plan investments (835,053.00)
Changes in proportion and differences between District 352,322.00
contributions and proportionate share of contributions -
Total $ 792,942.00 (835,053.00)
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Amounts that would be reported as deferred outflows of resources and deferred inflows of resources related
to pensions would be recognized in pension expense as follows:

Year ended
June 30,
2015 $ (137,445.52)
2016 (137,445.52)
2017 (137,445.52)
2018 (137,445.52)
2019 107,881.30
Thereafter 47,467.77
Total $ (394,433.00)

Actuarial Assumptions

The total pension liability for the June 30, 2014 measurement date was determined by an actuarial valuation
of July 1, 2013, which was rolled forward to June 30, 2014. The total pension liability for the June 30, 2013
measurement date was determined by an actuarial valuation as of July 1, 2013 This actuarial valuation used
the following assumptions, applied to all period in the measurement:

Inflation rate 3.01%

Salary increases:

2012-2021 2.15% - 4.40% (based on age)
Thereafter 3.15% - 5.40% (based on age)
Investment rate of return: 7.90%

Mortality rates were based on the RP-2000 Combined Healthy Male and Female Mortality Tables (setback 1
year for females) with adjustments for mortality improvements from the base year of 2012 based on

Projections Scale AA.

The actuarial assumptions used in the July 1, 2013 valuation were based on the resuits of an actuarial
experience study for the period July 1, 2008 to June 30, 201 1.
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In accordance with State statute, the long-term expected rate of return on plan investments is determined by
the State Treasurer, after consultation with the Directors of the Division of Investments and Division of
Pensions and Benefits, the board of trustees and the actuaries. Best estimates of arithmetic real rates of
return for each major asset class included in PERS's target asset allocation as of June 30, 2014 are
summarized in the following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Cash 6.00% 0.80%
Core Bonds 1.00% 2.49%
Intermediate-Term Bonds 11.20% 2.26%
Mortgages 2.50% 2.17%
High Yield Bonds 5.50% 4.82%
Inflation-Indexed Bonds 2.50% 3.51%
Broad US Equities 25.90% 8.22%
Developed Foreign Equities 12.70% 8.12%
Emerging Market Equities 6.50% 9.91%
Private Equity 8.25% 13.02%
Hedge Funds/Absolute Return 12.25% 4.92%
Real Estate (Property) 3.20% 5.80%
Commodities 2.50% 5.35%

Discount Rate

The discount rate used to measure the total pension liability was 5.39% and 5.55% as of June 30, 2014 and
2013, respectively. This single blended discount rate was based on the long-term expected rate of return on
pension plan investments of 7.9%, and a municipal bond rate of 4.29% and 4.63% as of June 30, 2014 and
2013, respectively, based on the Bond Buyer Go 20-Bond Municipal Bod Index which includes tax-exempt
general obligation municipal bonds with an average rating of AA/Aa or higher. The projection of cash flows
used to determine the discount rate assumed that contributions from plan members will be made at the
current member contribution rates and that contributions from employers will be made based on the average
of the last five years of contributions made in relation to the last five years of recommended contributions.
Based on those assumptions, the plan's fiduciary net position was projected to be available to make
projected future benefit payments of current plan members through 2033, and the municipal bond rate was
applied to projected benefit payments after that date in determining the total pension liability.
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Sensitivity of the Municipality’s proportionate share of the net pension liability to changes in the discount rate.

The following presents the Municipality’s proportionate share of the net pension liability calculated using the
discount rate of 5.39%, as well as what the Municipality’s proportionate share of the net pension liability
would be if it were calculated using a discount rate that is 1-percentage point lower (4.39%) or 1-percentage
point higher (6.39%) than the current rate:

1% Current Discount 1%
Decrease Rate Increase
(4.39%) (5.39%) (6.39%)
Municipal's proportionate share of
the net pension liability $ 17,069,484.03 14,012,227.00 11,446,344.80

Pension plan fiduciary net position.

Detailed information about the pension plan’s fiduciary net position is available in the separately issued
PERS financial report.

Police and Firemen’s Retirement System

The Municipality has a liability of $7,063,317.00 for its proportionate share of the net pension liability. The
net pension liability was measured as of June 30, 2014, and the total pension liability used to calculate the
net pension liability was determined by an actuarial valuation as of that date. The Municipality’s proportion of
the net pension liability was based on a projection of the Municipality's long-term share of contributions to the
pension plan relative to the projected contributions of all participating employers, actuarially determined. At
June 30, 2014, the Municipality’s proportion would be 0.05615133050%, which would be an decrease of
8.00% from its proportion measured as of June 30, 2013.

For the year ended December 31, 2015, the Municipality would have recognized pension expense of

$380,228.00. At December 31, 2015, the Municipality would have reported deferred outflows of resources
and deferred inflows of resources related to PFRS from the following sources:

Deferred Outflows Deferred inflows

of Resources of Resources

Changes of assumptions $ 265,181.00
Net difference between projected and actual earnings

on pension plan investments (720,788.00)
Changes in proportion and differences between District

contributions and proportionate share of contributions - (543,697.00)
District contributions subsequent to the measurement date
Total $ 265,181.00 (1,264,485.00)
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Amounts that would be reported as deferred outflows of resources and deferred inflows of resources related
to pensions would be recognized in pension expense as foliows:

Year ended
June 30,

2015 S (287,052.34)
2016 (287,052.34)
2017 (287,052.34)
2018 (287,052.34)
2019 127,269.54

Thereafter 21,635.81
Total S (999,304.00)

Actuarial Assumptions

The total pension liability for the June 30, 2014 measurement date was determined by an actuarial valuation
of July 1, 2013, which was rolled forward to June 30, 2014. The total pension liability for the June 30, 2013
measurement date was determined by an actuarial valuation as of July 1, 2013 This actuarial valuation used
the following assumptions, applied to all period in the measurement:

Inflation rate 3.01%

Salary increases:

2012-2021 3.95% - 8.62% (based on age)
Thereafter 4.95% - 9.62% (based on age)
Investment rate of return: 7.90%

Mortality rates were based on the RP-2000 Combined Healthy Male and Female Mortality Tables (setback 1
year for females) with adjustments for mortality improvements from the base year of 2011 based on
Projections Scale AA.

The actuarial assumptions used in the July 1, 2013 valuation were based on the resuits of an actuarial
experience study for the period July 1, 2007 tc June 30, 2010.
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In accordance with State statute, the long-term expected rate of return on plan investments is determined by
the State Treasurer, after consultation with the Directors of the Division of Investments and Division of
Pensions and Benefits, the board of trustees and the actuaries. Best estimates of arithmetic real rates of
return for each major asset class included in PFRS's target asset allocation as of June 30, 2014 are
summarized in the following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Cash 6.00% 0.80%
Core Bonds 1.00% 2.49%
Intermediate-Term Bonds 11.20% 2.26%
Mortgages 2.50% 2.17%
High Yield Bonds 5.50% 4.82%
Inflation-indexed Bonds 2.50% 3.51%
Broad US Equities 25.90% 8.22%
Developed Foreign Equities 12.70% 8.12%
Emerging Market Equities 6.50% 9.91%
Private Equity 8.25% 13.02%
Hedge Funds/Absolute Return 12.25% 4.92%
Real Estate (Property) 3.20% 5.80%
Commodities 2.50% 5.35%

Discount Rate

The discount rate used to measure the total pension liability was 6.32% and 6.45% as of June 30, 2014 and
2013, respectively. This single blended discount rate was based on the long-term expected rate of return on
pension plan investments of 7.9%, and a municipal bond rate of 4.29% and 4.63% as of June 30, 2014 and
2013, respectively, based on the Bond Buyer Go 20-Bond Municipal Bond Index which includes tax-exempt
general obligation municipal bonds with an average rating of AA/Aa or higher. The projection of cash flows
used to determine the discount rate assumed that contributions from plan members will be made at the
current member contribution rates and that contributions from employers will be made based on the average
of the last five years of contributions made in relation to the last five years of actuarially determined
contributions. Based on those assumptions, the plan’s fiduciary net position was projected to be available to
make projected future benefit payments of current plan members through 2045. Therefore, the long-term
expected rate of return on plan investments was applied to projected benefit payments through 2045, and
the municipal bond rate was applied to projected benefit payments after that date in determining the total
pension liability.
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Sensitivity of the Municipality’s proportionate share of the net pension liability to changes in the discount rate.

The following presents the collective net pension liability of the participating employers as of June 30, 2014
and 2013 respectively, calculated using the discount rate as disciosed above as well as what the collective
net pension liability would be if it was calculated using a discount rate that is 1-percentage point lower or 1-
percentage point higher than the current rate:

1% Current Discount 1%
Decrease Rate Increase
(5.32%) (6.32%) (7.32%)
Municipal's proportionate share of
the net pension liability $ 9,319,716.83 7,063,317.00 5,199,365.89

In addition to the PFRS liabilities listed above, a special funding situation exists for the Local employers of
the Police and Fire Retirement System of New Jersey. The State of New Jersey, as a non-employer, is
required to pay the additional costs incurred by Local employers under Chapter 8, P.L. 2000, Chapter 318,
P.L. 2001, Chapter 86, P.L. 2001, Chapter 511, P.L. 1991, Chapter 109, P.L. 1979, Chapter 247, P.L. 1993
and Chapter 201, P.L. 2001. The June 30, 20 14 and June 30, 2013 State special funding situation net
pension liability amounts of $1,354,554,686 and $1,239,171,400, respectively, are the accumulated
differences between the annual actuarially determined State obiigation under the special funding situation
and the actual State contribution through the valuation date. The fiscal year ending June 30, 2014 State
special funding situation pension expense of $171,628,286 is the actuarially determined contribution amount
that the State owes for the fiscal year ending June 30, 2014. The pension expense is deemed to be a State
administrative expense due to the special funding situation.

Although the liabilities related to the special funding situation are the liabilities of the State of New Jersey, the
proportionate share of the statewide liability allocated to the City of Absecon was 0.05615133050% and
0.06103215220% for 2014 and 2013 respectively. The net pension liability amounts allocated to the City
were $760,600.00 and $756,293.00 respectively. For the fiscal year ending June 30, 2014 State special
funding situation pension expense of $96,372.00 is allocated to the City.

Pension plan fiduciary net position.

Detailed information about the pension plan’s fiduciary net position is available in the separately issued
PFRS financial report.

NOTE 14: POST-RETIREMENT BENEFITS

The City offers medical, prescription drug, life insurance, dental and vision coverage to eligible retirees and
their dependents after 25 years or more of service. Police officers receive the same benefits after 20 years or
more of service. As of February 1, 2012, the medical and prescription drug benefits were administered
through Horizon Blue-Cross Blue Shield of New Jersey. The City’s previous plan was administered by the
State Health Benefits program.

The dental, vision and life insurance coverage provided to eligible retirees and their dependents is
administered directly by the City.

The City of Sea Isle City contributions for post-retirement benefits for the year ended December 31, 2015
and 2014 were $941,710.50 and $822,950.83 respectively.
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NOTE 15: ACCRUED SICK AND VACATION BENEFITS

The entity has permitted employees to accrue unused sick time, which may be taken as time off or paid at a
later date at an agreed upon rate. The monetary value of these earned and unused employee benefits has
not been accrued by either charges to operations or to budgets of prior years, although in some cases they
might be material, since the realization of this liability may be affected by conditions which preclude an
employee from receiving full payment of the accrual. At December 31, 2015, the City estimates this liability
to approximate $1,329,080.21 based on 2015 pay rates and compensated absence balances. At December
31, 2014, the liability was $1,392,570.73. The policy of not reflecting the accrued benefit is not in agreement
with GASB Statement No. 12 but is required by the State of New Jersey. Effective January 1, 2002 the State
of New Jersey is allowing municipalities to accrue a compensated absences liability. The entity does not
accrue the liability.

NOTE 16: ECONOMIC DEPENDENCY

The City of Sea Isle City is not economically dependent on any one business or industry as a major source of
tax revenue for the entity.

NOTE 17: RISK MANAGEMENT

The entity 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.

Property and Liability Insurance - The entity maintains commercial insurance coverage for property,
liability and surety bonds. During the year ended December 31, 2015 and 2014 the entity did not incur
claims in excess of their coverage and the amount of coverage did not significantly decrease.

The entity is a member of the Atiantic County Joint Insurance Fund (JIF) and the Municipal Excess Liability
Fund (MEL) which also includes other municipalities throughout the region. The entity is obligated to remit
insurance premiums into these funds for sufficient insurance coverage. There is an unknown contingent
liability with the Atlantic County Municipal Joint Insurance Fund if there is a catastrophic insurance claim from
any member of the fund. The entity has a general liability limit of $50,000 under JIF, which increases to
$1,000,000 under MEL.

NOTE 18: DEFERRED COMPENSATION

The Employees of the City of Sea Isle City may participate in a deferred compensation plan adopted under
the provisions of Internal Revenue Code Section 457 (Deferred Compensation Pians With Respect to
Service for State and Local Governments). The deferred compensation plan is available to all employees of
the entity. Under the plan, employees may elect to defer a portion of their salaries and avoid paying taxes on
the deferred portion until the withdrawal date. The deferred compensation amount is not available for
withdrawal by empioyees until termination, retirement, death, or unforeseeable emergency.

An unrelated financial institution administers the deferred compensation plan. Under the terms of an IRC
Section 457 deferred compensation plan, all deferred compensation and income attributable to the
investment of the deferred compensation amounts held by the financial institution, until paid or made
available to the employees or beneficiaries, are the property of the employees.

As part of its fiduciary role, the entity has an obligation of due care in selecting the third party administrator.
In the opinion of the entity's legal counsel, the entity has acted in a prudent manner and is not liable for
losses that may arise from the administration of the plan.

The plan administrators are Nationwide and Valic.
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NOTE 19: CONTINGENT LIABILITIES

From time to time, the entity is a defendant in legal proceedings relating to its operations as a municipality.
In the best judgment of the entity's management, the outcome of any present legal proceedings will not have
any adverse material effect on the accompanying financial statements.

NOTE 20: INTERFUND BALANCES

During the most current calendar year ended December 31, 2015, the following inter-funds were included on
the balance sheets of the various funds of the City of Sea Isle City:

Due Due
From To

Current Fund:
Grant Fund - 40,533.66
Trust Fund (Toursim) - -

Grant Fund:
Current Fund 39,583.66 -
Trust Fund (Tourism) 950.00 -

$ 40,533.66 40,533.66

The amounts due to the Grant fund from the Current fund is due to the fact that there is oniy one bank
account for the Current Fund and the Grant Fund. There is also an amount due to the Trust Fund (Tourism)
from the Current Fund for the Trust fund’s portion of Revenue collected during the year. No other inter-funds
existed at year-end.

NOTE 21: LENGTH OF SERVICE AWARDS PROGRAM (UNAUDITED)

During the 2004 calendar year, the voters of the City of Sea Isle City approved the establishment of a Length
of Service Awards Program (LOSAP) Deferred Compensation Plan. This plan is made available to all bona
fide eligible volunteers who are performing qualified services which is defined as firefighting and prevention
services, emergency medical services and ambulance services pursuant to Section 457 of the Internal
Revenue Code of 1986, as amended, except for provisions added by reason of the LOSAP as enacted into
federal law in 1997. The establishment of this LOSAP will also comply with New Jersey Public Law 1997,
Chapter 388 and the LOSAP Document. The City appropriated $75,000.00 and $75,000.00 in 2015 and
2014 budgets, respectively for contributions to the LOSAP for volunteers who have met the established
criteria.

The LOSAP is administered by an unrelated financial institution. Under the terms of an IRC Section 457
deferred compensation plan, all deferred compensation and income attributabie to the investment of the
deferred compensation amounts held by the financial institution, until paid or made available to the
employees or beneficiaries, are the property of the City subject only to the claims of the City’s general
creditors. In addition, the participants in the plan have rights equal to those of the general creditors of the
City, and each participant's rights are equal to his or her share of the fair market value of the plan assets.
The City believes that it is unlikely that plan assets wili be needed to satisfy claims of general creditors that
might arise.

As part of its fiduciary role, the City has an obligation of due care in selecting the third party administrator. In

the opinion of the City’s legal counsel, the City has acted in a prudent manner and is not liable for losses that
may arise from the administration of the plan.
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NOTE 22: SUBSEQUENT EVENTS

The entity has evaluated subsequent events through April 22, 2016, the date which the financial statements
were available to be issued and identified no events requiring disclosure.
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Independent Auditor's Report

The Honorable Mayor and
Members of City Council

City of Sea Isle City

County of Cape May, New Jersey

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the regulatory basis financial statements of the
various funds and account group as of and for the year ended December 31, 2015, and the related notes
to the financial statements, which collectively comprise City’s basic financial statements, and have issued
our report thereon dated April 22, 2016, which was adverse due to being presented in accordance with
the New Jersey regulatory basis of accounting.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’s control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements but not for the
purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the City’s internal control.

A deficiency in internal control exists when the design or operation of a control does not aliow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

56



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Govermnment Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Very truly yours,

Ford, ddeott & dosociates, L.LC.

FORD, SCOTT & ASSOCIATES, L.L.C.
CERTIFIED PUBLIC ACCOUNTANTS

Leow . (ostells

Leon P. Costello

Certified Public Accountant
Registered Municipal Accountant
No. 393

April 22, 2016
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