PRELIMINARY OFFICIAL STATEMENT DATED MAY 30, 2012

NEW ISSUE RATING: Moody’s:

In the opinion of the Law Office of John G. Hudak, Esq.,LLC, Linden, New Jersey (“Bond Counsel’’), under existing
statutes, regulations and judicial decisions, assuming continuing compliance with certain tax-related covenants described herein,
(i) interest on the Bonds is not includable in gross income for federal income tax purposes pursuant to Section 103 of the Internal
Revenue Code of 1986, as amended (““Code’”), and (ii) such interest will not be treated as a preference item under Section 57 of the
Code for purposes of computing the federal alternative minimum tax; such interest, however, will be included in the adjusted
current earnings of a corporation for purposes of the federal alternative minimum tax imposed on corporations. Bond Counsel is
further of the opinion that, under existing laws of the State of New Jersey, interest on the Bonds and any gain on the sale of the
Bonds is not includable as gross income under the New Jersey Gross Income Tax Act.  See “TAX MATTERS™ herein.
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BOROUGH OF SPOTSWOOQOD
IN THE COUNTY OF MIDDLESEX, NEW JERSEY
$2,500,000*General Obligation Water-Sewer Utility Refunding Bonds, Series 2012
and
$3,706,000* General Obligation Bonds, Series 2012
Consisting Of
$1,385,000* General Improvement Bonds, Series 2012 and

$2,321,000* Water/Sewer Utility Bonds, Series 2012
(Book-Entry Only) (Bank-Qualified) (Non-Callable)
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Dated: Date of Delivery Due: as shown on the inside cover

The $2,500,000* General Obligation Water-Sewer Utility Refunding Bonds, Series 2012 (the “Refunding Bonds”), and
$3,706,000* General Obligation Bonds, Series 2012, consisting of: $1,385,000* General Improvement Bonds, Series 2012, and
$2,321,000* Water/Sewer Utility Bonds, Series 2012 (the “New Money Bonds”, and collectively with the Refunding Bonds, the
“Bonds”) are general obligations of the Borough of Spotswood, in the County of Middlesex, New Jersey (the “Borough”) and are
secured by a pledge of the full faith and credit of the Borough for the payment of the principal of and interest thereon. The Bonds
are payable, if not paid from other sources, from ad valorem taxes levied upon all taxable real property within the Borough without
limitation as to rate or amount.

The Bonds will be issued as fully-registered bonds in the name of Cede & Co., as registered owner and nominee for The
Depository Trust Company, New York, New York (“DTC"), which will maintain a book-entry system for recording ownership
interests of DTC Participants. Individual purchases of beneficial ownership interests in the Bonds may be made in book-entry
form only on the records of DTC and its Participants and only in the principal amount of $1,000 or any integral multiple thereof
(with a minimum purchase of $5,000). Beneficial Owners of the Bonds will not receive certificates representing their interests in
the Bonds. As long as Cede & Co. is the registered owner, as nominee of DTC, references in this Official Statement to the
registered owners shall mean Cede & Co., and not the Beneficial Owners of the Bonds. See "BOOK-ENTRY ONLY SYSTEM"
herein.

The Bonds shall be dated the date of delivery and will mature on the dates and in the principal amounts set forth on the
inside cover page hereof. The New Money Bonds shall bear interest from the date of delivery, payable as of each June 15 and
December 15, commencing December 15, 2012 and the Refunding Bonds shall bear interest from the date of delivery, payable as of
each June 1 and December 1, commencing December 1, 2012 (each an “Interest Payment Date”), in each year until maturity at the
interest rates set forth on the inside cover hereof. As long as DTC or its nominee Cede & Co. is the registered owner of the Bonds,
payment of the principal of and interest on the Bonds will be made by the Borough directly to DTC or its nominee, Cede & Co.
Interest on the Bonds will be credited to the participants of DTC as listed on the records of DTC as of each preceding December 1
and June 1 for the New Money Bonds and as of each preceding November 15 and May 15 for the Refunding Bonds (collectively the
“Record Dates” for the payment of interest on the Bonds).
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The Bonds are not subject to redemption prior to their stated maturities.

This cover page contains certain information for quick reference only. It is not a summary of this issue.
Investors must read the entire official statement to obtain information essential to the making of an informed investment
decision.

The Bonds are offered when, as and if issued and subject to prior sale, to withdrawal or modification of the offer without
notice, and to the approval of legality by the Law Office of John G. Hudak Esqg., LLC, Linden, New Jersey, Bond Counsel, and
certain other conditions described herein. Phoenix Advisors, LLC, Bordentown, New Jersey has served as financial advisors to
the Borough in connection with the issuance of Bonds. Certain legal matters will be passed upon for the Borough by its Counsel,
Patrick Diegnan, Esqg., South Plainfield, New Jersey. The Bonds are expected to be available for delivery in definitive form through
DTC in New York, New York on or about Junel9, 2012.

* Preliminary. Subject to Change.
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$2,500,000*rGENERAL OBLIGATION WATER-SEWER UTILITY REFUNDING BONDS,

SERIES 2012
MATURITIES, INTEREST RATES AND YIELDS"

Year Interest
(December 1) Maturity Rate Yield

2012 $ 10,000

2013 220,000

2014 225,000

2015 230,000

2016 235,000

2017 240,000

2018 245,000

2019 260,000

2020 275,000

2021 285,000

2022 275,000

$3,706,000* General Obligation Bonds, Series 2012
Consisting Of
$1,385,000* General Improvement Bonds, Series 2012 and

$2,321,000* Water/Sewer Utility Bonds, Series 2012
MATURITIES, INTEREST RATES AND YIELDS"

Year Combined General Water-Sewer Interest
(June 15) Maturity Improvement Utility Rate Yield
2013 $375,000 $200,000 $175,000
2014 375,000 200,000 175,000
2015 400,000 225,000 175,000
2016 425,000 225,000 200,000
2017 425,000 225,000 200,000
2018 425,000 200,000 225,000
2019 335,000 110,000 225,000
2020 300,000 -0- 300,000
2021 300,000 -0- 300,000
2022 346,000 -0- 346,000

* Preliminary. Subject to Change.
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This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor
there any sale of the Bonds in any jurisdiction to any person to whom is it unlawful to make such offer,
solicitation or sale in such jurisdiction. No dealer, broker, salesperson or other person has been authorized
by the Borough to give any information or to make any representations other than those contained herein in
connection with the offering of the Bonds, and, if given or made, such other information or representations
must not be relied upon as having been authorized by the Borough. Certain of the information set forth
herein has been provided by the Borough and other sources deemed reliable; however, no representation or
warranty is made as to its accuracy or completeness and such information is not to be construed as a
representation or warranty by the Borough or, as to information from sources other than itself, by the
Borough. The information and the expressions of opinion herein are subject to change without notice, and
neither the delivery of this Official Statement, nor any sale made hereunder, shall under any circumstances
create any implication that there has been no change in any of the information herein since the date hereof,
or the date as of which such information is given, if earlier.

References in this Official Statement to laws, rules, regulations, resolutions, agreements, reports
and documents do not purport to be comprehensive or definitive. All references to such documents are
qualified in their entirety by reference to the particular document, the full text of which may contain
gualifications of and exceptions to statements made herein, and copies of which may be inspected at the
offices of the Borough during normal business hours.

Neither the Law Office of John G. Hudak, Esq. LLC, nor the Financial Advisor, Phoenix Advisors, LLC
has participated in the preparation of the financial or statistical information contained in this Official Statement nor
have they verified the accuracy or completeness thereof; accordingly, they express no opinion with respect thereto.
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OFFICIAL STATEMENT
BOROUGH OF SPOTSWOOD
COUNTY OF MIDDLESEX, NEW JERSEY
$2,500,000*GENERAL OBLIGATION WATER-SEWER UTILITY REFUNDING BONDS,
SERIES 2012
(Book-Entry Only) (“Bank Qualified”) (Non-Callable)
AND
$3,706,000* GENERAL OBLIGATION BONDS, SERIES 2012
CONSISTING OF
$1,385,000* General Improvement Bonds, Series 2012 and
$2,321,000* Water/Sewer Utility Bonds, Series 2012
(Book-Entry Only) (Bank Qualified) (Non-Callable)

INTRODUCTION

This Official Statement, which includes the cover page and the appendices attached hereto, has
been prepared by the Borough of Spotswood, County of Middlesex, New Jersey (the “Borough”) and
provides certain information regarding the financial and economic condition of the Borough in connection
with the issuance and sale of the Borough’s $2,500,000* General Obligation Water-Sewer Ultility
Refunding Bonds, Series 2012 (the “Refunding Bonds™), and $3,706,000* General Obligation Bonds,
Series 2012, consisting of: $1,385,000* General Improvement Bonds, Series 2012, and $2,321,000*
Water/Sewer Utility Bonds, Series 2012 (the “New Money Bonds”, and collectively with the Refunding
Bonds, the “Bonds™). This Official Statement has been executed by and on behalf of the Borough by the
Chief Financial Officer of the Borough.

THE BONDS
General Description

The Bonds shall be dated the date of delivery and will mature on the dates and in the principal
amounts set forth on the inside cover page hereof. The New Money Bonds shall bear interest from the date
of delivery, payable as of each June 15 and December 15, commencing December 15, 2012 and the
Refunding Bonds shall bear interest from the date of delivery, payable as of each June 1 and December 1,
commencing December 1, 2012 (each an “Interest Payment Date”), in each year until maturity at the
interest rates set forth on the cover page and inside cover hereof. As long as The Depository Trust
Company, New York, New York (“DTC”) or its nominee, Cede & Co., is the registered owner of the
Bonds, payments of the principal of and interest on the Bonds will be made by the Borough directly to DTC
or Cede & Co. which will credit payments of principal of and interest on the Bonds to the participants of
DTC as listed on the records of DTC as of each next preceding May 15 and November 15, for the Refunding
Bonds and each next preceding December 1 and June 1 respectively (the “Record Dates” for the payment of
interest on the Bonds), which participants will in turn credit such payments to the beneficial owners of the
Bonds.

The Bonds are issuable as fully-registered book-entry bonds in the form of one certificate for each
maturity of the Bonds and in the principal amount of such maturity. The Bonds will be issued in
book-entry form only and in the principal amount of $1,000 or any integral multiple thereof (with a
minimum purchase of $5,000). So long as DTC or its nominee, Cede & Co. (or any successor or assign), is
the registered owner of the Bonds, payment of the principal of and interest on the Bonds will be made by the
Borough directly to DTC or Cede & Co. (or any successor or assign), as nominee for DTC. Disbursement
of such payments to the participants of DTC is the responsibility of DTC. See “BOOK-ENTRY ONLY
SYSTEM”.

*Preliminary, Subject to Change



SECURITY AND SOURCE OF PAYMENT

The Bonds are general obligations of the Borough, and the Borough has pledged its full faith and
credit for the payment of the principal of and interest on the Bonds. The Bonds are direct obligations of the
Borough and, unless paid from other sources, the Borough is required to levy ad valorem taxes upon all the
real property taxable within the Borough of the payment of the principal of and interest on the Bonds
without limitation as to rate or amount. See: “PROVISIONS FOR THE PROTECTION OF GENERAL
OBLIGATION DEBT” herein. The Bonds will be originally issued in the name of Cede & Co., as
registered owner and nominee for DTC. See “BOOK-ENTRY ONLY SYSTEM?” herein.

Enforcement of a claim for payment of principal of or interest on bonds or notes or the Borough is
subject to applicable provision of Federal bankruptcy law and to the provisions of statutes, if any, hereafter
enacted by the Congress of the United States or the Legislature of the State of New Jersey, providing
extension with respect to the payment of principal of or interest on the Bonds or imposing other constraints
upon enforcement of such contracts insofar as any such constraints may be constitutionally applied. Under
State law, a county, municipality or other political subdivision may file a petition under Federal bankruptcy
laws and a plan for readjustment of its debt, but only after first receiving the approval of the State Municipal
Finance Committee, whose powers have been vested in the Local Finance Board (hereinafter defined).

AUTHORIZATION AND PURPOSE OF THE ISSUE

The Bonds are issued pursuant to the Local Bond Law of the State of New Jersey (N.J.S.A. 40A:2-1
et seq.), and the acts amendatory thereof and supplemental thereto (the “Local Bond Law™).

The Refunding Bonds are being issued pursuant to a refunding bond ordinance of the Borough
adopted on October 17, 2011, and a resolution adopted by the Borough Council on May 21, 2012, to
provide for (a) the advance refunding of all or a portion of the Borough’s originally-issued $3,818,000
Water-Sewer Utility Bonds, Series 2002 maturing on and after December 1, 2013 in the total principal
amount of $2,413,000 (the “Refunded Bonds”), and (b) the payment of certain costs associated with the
issuance of the Refunding Bonds. See the “REFUNDING PLAN” herein.

The New Money Bonds also are authorized by various bond ordinances of the Borough set forth
below and in a resolution adopted by the Borough Council on May 21, 2012.

The bond ordinances included in the sale of the New Money Bonds were published in full or in
summary form after adoption along with the statement required by the Local Bond law that the twenty day
period of limitation within which a suit, action or proceeding questioning the validity of the authorizing
bond ordinances can be commenced, began to run from the date of the first publication of such estoppel
statement. The Local Bond Law provides that after issuance, all obligations shall be conclusively presumed
to be fully authorized and issued by all laws of the State, and any person shall be estopped from questioning
the sale or the execution or the delivery of the New Money Bonds by the Borough.

The proceeds of the New Money Bonds will be used to currently refund the Borough’s outstanding
$2,320,000 General Obligation Bond Anticipation Notes Consisting of $1,400,000 General Obligation
General Improvement Bond Anticipation Notes (the “General Improvement Notes™) and $920,000 General
Obligation Water-Sewer Utility Bond Anticipation Notes (the “Water-Sewer Utility Notes” and together
with the General Improvement Notes the “Notes”) maturing on June 20, 2012, as well as to provide
additional funds for General Improvement projects and Water/Sewer Utility projects set forth in the
ordinances listed below.



General Improvement

BONDS TO BE
ORDINANCE NO. AND DATED OF ADOPTION ISSUED PURPOSE
Ordinance No. 2003-14 adopted on September 22, $60,000 Vliet Street, Road,
2003, as amended by Ordinance No 2004-05, adopted Curb and Sidewalk
on April 19, 2004, as amended by Ordinance No Improvements
2005-04, adopted on March 21, 2005, as amended by
Ordinance No 2006-17, adopted on August 14, 2006
Ordinance No. 2006-08 adopted on April 3, 2006, as | $100,000 Road
amended by Ordinance No 2006-15, adopted on June Improvements
26, 2006 and as amended by Ordinance No. 09-08,
adopted on March 23, 2009.
Ordinance No 2007-10 adopted on July 7, 2007 as | $945,000 Road
amended by Ordinance No. 08-13, adopted August 18, Improvements
2008, as amended by Ordinance 09-18, adopted
December 21, 2009, and as amended by Ordinance No.
10-11, adopted December 6, 2010.
Ordinance No 2008-12 adopted on June 23, 2008 $30,000 Acquisition Of An
Ambulance
Ordinance No. 2012-05 Adopted April 23, 2012 $250,000 Acquisition Of
Vehicles
Total: $1,385,000
Water-Sewer Utility Bonds
BONDS TO BE
ORDINANCE NO. AND DATED OF ADOPTION ISSUED PURPOSE
Ordinance No 2005-07 adopted on June 13, 2005, as | $120,000 Various
amended by Ordinance No 2006-09, adopted April 3, Water/Sewer
2006 Improvements
Ordinance No. 2009-11 on adopted on July 6, 2009 $350,000 Various
Water/Sewer
Improvements
Ordinance No. 2005-07 on adopted on June 13, 2005, $300,000 Various
as amended by Ordinance N0.2006-09, adopted April Water/Sewer
4, 2006. Improvements
Ordinance No 2012-03 on adopted March 19, 2012 $1,238,000 Water-Sewer
Utility
Improvements
Ordinance No. 2012-04 adopted on April 2 3, 2012 $313,000 Water-Sewer
Utility
Improvements
Total: $2,321,000




REFUNDING PLAN

The Refunding Bonds are being issued to effect the refunding of the Refunded Bonds pursuant to
the Borough’s refunding plan (the “Refunding Plan). The Refunding Plan calls for the advance refunding
and redemption of the Refunded Bonds on December 1, 2012 (the “Redemption Date”) at 100% of the
principal amount of the Refunded Bonds (the “Redemption Price®).

The proceeds of the Refunding Bonds are to be applied to the purchase of direct non-callable
obligations of, or obligations the principal of and interest on which are unconditionally guaranteed by, the
United States of America (State and Local Government Series) (the “Government Obligations™) with any
investment earnings thereon, together with any cash remaining after the purchase of the Government
Obligations, will be sufficient to make payments when due of principal of, interest on, and Redemption
Price, payable with respect to the Refunded Bonds. The Government Obligations (together with any cash
remaining after the purchase of the Government Obligations) are required to be held in an escrow fund (the
“Escrow Deposit Fund”) by The Bank of New York Mellon, Woodland Park, NJ and Dallas, TX (the
“Escrow Agent”) for the Refunded Bonds pursuant to the terms of an escrow deposit agreement with the
Borough (the “Escrow Deposit Agreement”).

The Refunding Plan calls for the Escrow Agent, pursuant to the Escrow Deposit Agreement, to pay,
from the Escrow Deposit Fund, when due, interest on and principal of the Refunded Bonds and, in
accordance with the terms of the Refunded Bonds, to call the Refunded Bonds for early redemption on the
Redemption Date at the Redemption Price.

The holders of the Refunded Bonds will have a lien on all cash and securities in the Escrow Deposit
Fund. Upon payment of all of the Refunded Bonds, the Escrow Deposit Agreement, subject to certain
conditions precedent, shall terminate. The maturing Government Obligations, together with interest
earnings thereon and cash held in the Escrow Deposit Fund, will be verified to be sufficient to meet all
required payments of principal of, interest on, and Redemption Price payable with respect to the Refunded
Bonds. See “VERIFICATIONOF MATHEMATICAL ACCURACY? herein.

OPTIONAL REDEMPTION
The Bonds will not be subject to redemption prior to maturity.

BOOK-ENTRY ONLY SYSTEM

The description which follows of the procedures and record keeping with respect to
beneficial ownership interests in the Bonds, payment of principal and interest, and other payments on
the Bonds to DTC Participants or Beneficial Owners (as such terms are defined or used herein),
confirmation and transfer of beneficial ownership interests in the Bonds and other related transactions
by and between DTC, DTC Participants and Beneficial Owners, is based on certain information
furnished by DTC to the Authority. Accordingly, the Authority does not make any
representations concerning these matters.

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may
be requested by an authorized representative of DTC. One fully-registered Bond certificate will be issued
for each year of maturity of the Bonds, in the aggregate principal amount of each maturity, and will be
deposited with DTC.



DTC, the world’s largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of
the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions
of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money
market instruments (from over 100 countries) that DTC’s participants (“Direct Participants™) deposit with
DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other
securities transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which
are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard &
Poor’s highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities
and Exchange Commission. More information about DTC can be found at www.dtcc.com and
www.dtc.org.

Purchases of Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC’s records. The ownership interest of each actual
purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests
in the Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants
acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing
their ownership interests in Bonds, except in the event that use of the book-entry system for the Bonds is
discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co. or such other name as may be
requested by an authorized representative of DTC. The deposit of Bonds with DTC and their registration
in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.
DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the
identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be
the Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping
account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of the Bonds may wish to take
certain steps to augment the transmission to them of notices of significant events with respect to the
Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Bond documents.
Beneficial Owners of the Bonds may wish to ascertain that the nominee holding the Bonds for their
benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
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Owners may wish to provide their names and addresses to the registrar and request that copies of notices
be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue are
being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct
Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Bonds, unless authorized by a Direct Participant in accordance with DTC’s MMI procedures. Under its
usual procedures, DTC mails an Omnibus Proxy to the Authority as soon as possible after the record
date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct
Participants to whose accounts the Bonds are credited on the record date (identified in a listing
attached to the Omnibus Proxy).

Principal and interest payments and redemption proceeds, if any, on the Bonds will be made
to Cede & Co. or such other nominee as may be requested by an authorized representative of DTC.
DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and
corresponding detail information from the Authority or the Trustee, on the payable date in
accordance with their respective holdings shown on DTC’s records. Payments by Participants to
Beneficial Owners will be governed by standing instructions and customary practices, as is the case
with securities held for the accounts of customers in bearer form or registered in “street name”, and will
be the responsibility of such Participant and not of DTC, nor its nominee, the Trustee or the Authority,
subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of
principal and interest and redemption proceeds, if any, to Cede & Co. (or such other nominee as may be
requested by an authorized representative of DTC) is the responsibility of the Authority or the
Trustee, disbursement of such payments to Direct Participants is the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect
Participants.

DTC may discontinue providing its services as securities depository with respect to the
Bonds at any time by giving reasonable notice to the Authority or the Trustee. Under such
circumstances, in the event that a successor securities depository is not obtained, Bond certificates are
required to be printed and delivered.

DTC may discontinue providing its services as depository with respect to the Bonds at any time by
giving reasonable notice to the Borough as Paying Agent. Under such circumstances, in the event that a
successor depository is not obtained, Bond certificates are required to be printed and delivered.

The Borough may decide to discontinue use of the system of book-entry-only transfers through
DTC (or a successor securities depository). Inthat event, Bond certificates will be printed and delivered to
DTC.

The information in this section concerning DTC and DTC’s book-entry system has been obtained
from sources that the Borough believes to be reliable, but the Borough takes no responsibility for the
accuracy thereof.

THE PAYING AGENT WILL NOT HAVE ANY RESPONSIBILITY OR OBLIGATION TO
SUCH DTC PARTICIPANTS OR THE PERSONS FOR WHOM THEY ACT AS NOMINEES WITH
RESPECT TO THE PAYMENTS TO OR PROVIDING OF NOTICE FOR THE DTC PARTICIPANTS,
OR THE INDIRECT PARTICIPANTS, OR BENEFICIAL OWNERS.



SO LONG AS CEDE & CO. IS THE REGISTERED OWNER OF THE BONDS, AS NOMINEE
OF DTC, REFERENCES HEREIN TO THE BONDHOLDERS OR REGISTERED OWNERS OF THE
BONDS (OTHER THAN UNDER THE CAPTION “TAX EXEMPTION”) SHALL MEAN CEDE & CO.
AND SHALL NOT MEAN THE BENEFICIAL OWNERS OF THE BONDS.

Discontinuation of Book-Entry Only System

If the Borough, in its sole discretion, determines that DTC is not capable of discharging its duties,
or if DTC discontinues providing its services with respect to the Bonds at any time, the Borough will
attempt to locate another qualified Securities Depository. If the Borough fails to find such Securities
Depository, or if the Borough determines, in its sole discretion, that it is in the best interest of the Borough
or that the interest of the Beneficial Owners might be adversely affected if the book-entry only system of
transfer is continued (the Borough undertakes no obligation to make an investigation to determine the
occurrence of any events that would permit it to make such determination) the Borough shall notify DTC of
the termination of the book-entry only system.

In the event that the book-entry only system for the Bonds is discontinued, the Borough has
provided that upon receipt of the Bond certificates from DTC and the Participant information, the
Borough will authenticate (or cause to be authenticated) and deliver definitive Bonds to the holders
thereof, and the principal of and interest on the Bonds will be payable and the Bonds may thereafter
be transferred or exchanged in the manner described in the Bond certificates so provided.

PROVISIONS FOR THE PROTECTION OF GENERAL OBLIGATION DEBT

Local Bond Law (N.J.S.A. 40A:2-1 et seq.)

The Bonds are issued pursuant to the provisions of the Local Bond Law, N.J.S.A. 40A:2-1 et seq.
The Local Bond Law governs the issuance of bonds and notes by municipalities to finance certain general
municipal and utility capital expenditures. Among its provisions are requirements that bonds must mature
within the statutory period of usefulness of the projects bonded and that bonds must be retired in serial
installments. A 5% cash down payment is generally required toward the financing of expenditures for
municipal purposes. All bonds and notes issued by the Borough are general full faith and credit
obligations.

Local Budget Law (N.J.S.A. 40A:4-1 et seq.)

The foundation of the New Jersey local finance system is the annual cash basis budget. Every
local unit must adopt an annual operating budget in the form required by the Division of Local Government
Services, Department of Community Affairs, State of New Jersey (the “Division”). Items of revenue and
appropriation are regulated by law and the proposed operating budget must be certified by the Director of
the Division (the “Director”) prior to final adoption. The Local Budget Law requires the Borough to
appropriate sufficient funds for payment of current debt service, and the Director is required to review the
adequacy of such appropriations, among others, for certification.

Tax anticipation notes are limited in amount by law and must be paid off in full within 120 days of
the close of the fiscal year.

The Director has no authority over individual operating appropriations, unless a specific amount is
required by law, but the review functions, focusing on anticipated revenue, serve to protect the solvency of
the Borough. The Borough budget by law and regulation of the Division must be in balance, on a cash
basis, i.e., the total of anticipated revenues must equal the total of appropriations (N.J.S.A. 40A:4-22). If
in any year a local unit's expenditures exceed its realized revenues for that year, then such excess must be
raised in the succeeding year's budget.
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Capital Budget

In accordance with the Local Budget Law, the Borough must adopt a statement of capital
undertakings underway or projected for a period not greater than the next ensuing six years as a general
improvement program. The capital budget, when adopted, does not constitute the approval or
appropriation of funds, but sets forth a plan of the possible capital expenditures which the local unit may
contemplate over the six years. Expenditures for capital purposes may be made either by ordinances
adopted by the governing body setting forth the items and the method of financing or from the annual
operating budget if the terms were detailed.

Operation of Utilities

Municipal public utilities are supported, in addition to the general taxing power upon real property,
by the revenues generated by the respective operations of the utilities. For each utility, there is established
a separate budget. The anticipated revenues and appropriations for each utility are set forth in the separate
budget. The budget is required to be balanced and to provide fully for debt service. The regulations
regarding anticipation of revenues and deferral of charges apply equally to the budget of the utilities.
Deficits or anticipated deficits in utility operations that cannot be provided for from utility surplus, if any,
are required to be raised in the “Current” or operating budget.

Municipal “Cap” Law

A statute passed in 1976, as amended and supplemented (N.J.S.A. 40A:4-45.1 et seq.), commonly
known as the “Cap Law”, imposed limitations on increases in municipal appropriations subject to various
exceptions. While the Cap Law restricts the ability of a municipality to increase its overall appropriations,
the payment of debt service is an exception from this limitation. The Cap formula is somewhat complex,
but basically, it permits a municipality to increase its overall appropriations by the lesser of 2.5% or the
Cost-of-Living Adjustment (“COLA”). Increases up to 3.5% are allowed by adoption of an ordinance
whenever the COLA is less than 2.5%. IF the COLA is greater than 2.5%, an increase in any amount
above 2.5% will be permitted by adoption of an ordinance to 3.5% and beyond 3.5% upon passage of
referendum. The COLA is the rate of annual percentage increase in the Implicit Price Deflator for State
and Local Government purchases of goods and services computed by the U.S. Department of Commerce.
Exceptions to the limitations imposed by the Cap Law also exist for other items including capital
expenditures; extraordinary expenses approved by the Local Finance Board for implementation of an
interlocal services agreement; expenditures mandated as a result of certain emergencies; and certain
expenditures for services mandated by law. The Cap Law does not limit the obligation of the Borough to
levy and ad valorem taxes upon all taxable real property within the Borough to pay debt service.

Chapter 62 of the Pamphlet Laws of 2007 imposed restrictions upon the allowable annual increase
in the tax levy. In general, starting with the 2008 budgets for calendar year municipalities and 2009 for
fiscal year municipalities, municipalities have their tax levies limited to a four percent (4%) increase. The
cap calculation is subject to various adjustments, such as the value of increased assessments, and allows for
an increase in the adjusted tax levy for various items, including amounts required to be added to the
adjusted tax levy for increases in debt service, amounts required to replace reductions in State formula aid,
certain increased pension contributions, increases greater than four percent (4%) in the reserve for
uncollected taxes, and increases in health care costs in excess of four percent (4%) (but not in excess of the
percentage increase in the State Health Benefits Program). The law also allows the Local Finance Board to
grant waivers for extraordinary circumstances (some of which are defined in the Law) and authorizes a
municipality to submit a public question to the voters for approval (by an affirmative vote of at least sixty
percent (60%) to increase the amount to be raised by taxation by more than the allowable adjusted tax levy.



On July 13, 2010, P.L. 2010, c.44 was approved, effective for budget years following enactment,
reducing tax levy cap to 2% and limiting the exclusions to amounts required to be raised by taxation for debt
service as defined by law, certain pension contributions and health care costs in excess of 2% and
extraordinary costs directly related to a declared emergency. VVoter approval may be requested to increase
the amount to be raised by taxation by more than the allowable adjusted tax levy.

For municipalities, the levy cap is in addition to the existing appropriation cap; both cap laws must
be met. Neither cap law limits the obligation of the Borough to levy ad valorem taxes upon all taxable real
property within the Borough to pay debt service.

The Borough’s appropriation and tax levy increases for 2012 were within the limits allowed by the
CAP Law and Chapter 62, taking into account applicable adjustments and without requesting any waivers
from the Local Finance Board.

Tax Levy “Cap”

Chapter 62 of P.L. 2007 imposes limitations on increases in the tax levies of municipalities,
counties, and fire districts subject to various exclusions. Beginning with the preparation of Fiscal 2008
budgets the amount to be raised by taxation by a local unit shall not exceed the sum of new ratables, the
adjusted tax levy, and the total of waivers approved by the Local Finance Board pursuant to section 11 of
P.L. 2007, c.62 (C.40A:4-45.46). “New Ratables” means the product of the taxable value of any new
construction or improvements times the tax rate of the local unit for its previous tax year. “Adjusted tax
levy” means an amount not greater than the amount to be raised by taxation of the previous fiscal year, less
any waivers from a prior fiscal year multiplied by 1.04, to which the sum of exclusions defined in
subsection b. of section 10 of P.L. 2007, ¢.62 (C:40A:4-45.45) shall be added. Exclusions pursuant to this
section are: (1) increases in amounts required to be raised for (a) all debt service and (b) lease payments
with county improvement authorities in effect at the time of the passing of the legislation; (2) increases in
amounts required to be raised to replace State formula aid due to a reduction in State formula aid from the
previous local budget year; (3) increases in amounts for certain pension contributions set forth in section 5
of P.L. 2003, ¢.108 (C.40A:4-45.43) for the years set forth in that section; (4) any increase greater than four
percent in the reserve for uncollected taxes that is required by law; (5) increases in health care costs equal to
that portion of the actual increase in total health care costs for the budget year that is in excess of four
percent of the total health care costs in the prior year, but is not in excess of the product of the total health
care costs in the prior year and the average percentage increase of the State Health Benefits Program as
annually determined by the Division of Pensions and Benefits in the Department of the Treasury: (6)
Notwithstanding the above provisions, when the appropriation for all debt service is less than the amount
appropriated for all debt service in the prior fiscal year, the amount of the difference shall be deducted from
the sum of the exclusions listed above as (1) through (5) . If there are no exclusions, then the amount of the
difference shall reduce the adjusted tax levy by that amount. Any cancelled or unexpended appropriations
for any exclusion pursuant to this subsection or waiver, also shall be deducted from the sum of the
exclusions listed above as (1) through (5) or directly reduce the adjusted tax levy if there are no exclusions.
The Tax Levy Cap does not limit the obligations of the Borough to levy ad valorem taxes upon all taxable
real property within the Borough to pay debt service on the Bonds.

Miscellaneous Revenues

The Local Budget Law (N.J.S.A. 40A:4-26) provides that: “No miscellaneous revenues from any
source shall be included as an anticipated revenue in the budget in an amount in excess of the amount of
actually realized in cash from the same source during the next preceding fiscal year, unless the Director
shall determine upon application by the governing body that the facts clearly warrant the expectations that
such excess amount will actually be realized in cash during the fiscal year and shall certify such
determination, in writing, to the local unit.”
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Real Estate Taxes

N.J.S.A. 40A:4-29 of the Local Budget Law governs anticipation of delinquent tax collections:
“The maximum which may be anticipated is the sum produced by the multiplication of the amount of
delinquent taxes unpaid and owing to the local unit on the first day of the current fiscal year by the
percentage of collection of delinquent taxes for the year immediately preceding the current fiscal year”.

N.J.S.A. 40A:4-41 of the Local Budget Law provides with regard to current taxes that: “Receipts
from the collection of taxes levied or to be levied in a municipality or, in the case of a county, for general
county purposes and payable in a fiscal year, shall be anticipated in an amount which is not in excess of the
percentage of taxes levied and payable during the next preceding fiscal year which was received in cash by
the last day of the preceding fiscal year.”

This provision and N.J.S.A. 40A:4-40 require that an additional amount (the “Reserve for
Uncollected Taxes”) be added to the tax levy to balance the budget so that when the percentage of the prior
year's tax collection is applied to the combined total, the product will be at least equal to the tax levy
required to balance the budget. The reserve for uncollected taxes requirement is calculated as follows:

The tax levy required to balance this budget, divided by the prior year's percentage of
current tax collections (or lesser percentage) levied, will equal the total taxes to be levied
for the current fiscal year.

Deferral of Current Expenses

Emergency appropriations (those made after the adoption of the budget and determination of the
tax rate) may be authorized by the Borough Council. With minor exceptions, however, such
appropriations must be included in full in the following year's budget. Under the Cap Law, any emergency
appropriation must be declared by resolution in accordance with the Local Budget Law, must be approved
by at least two-thirds of the Borough Council and must be approved by the Director. When such
appropriations exceed 3% of the adopted operating budget, consent of the Director must be obtained.

The exceptions are certain enumerated quasi-capital projects (“special emergencies”) such as ice,
snow, and flood damage to streets, roads, and bridges which may be amortized over three years; and tax
map preparation, re-evaluation programs, revision and codification of ordinances, master plan preparations,
and drainage map preparation for flood control purposes which may be amortized over five years.

Budget Transfers

Budget transfers provide a degree of flexibility and afford a control mechanism. Transfers
between major appropriation accounts are prohibited until the last two months of the year. Although
sub-accounts within an appropriation account are not subject to the same year-end transfer restriction, they
are subject to internal review and approval.

Local Fiscal Affairs Law (N.J.S.A. 40A:5-1 et seq.)

This law regulates the non-budgetary financial activities of local governments. An annual,
independent audit of the local unit's accounts for the previous year must be performed by a licensed
Registered Municipal Accountant. The audit, conforming to the Division of Local Government Services
“Requirements of Audit”, includes recommendations for improvement of the local unit's financial
procedures and must be filed with the Clerk of the local governmental unit and with the Director within six
(6) months after the close of the local unit's fiscal year, unless the Director extends the time to complete and
file the audit. A synopsis of the audit report, together with all recommendations made, must be published
in a local newspaper within 30 days of its completion.
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The Finance Officer of every local unit must file annually with the Director a verified statement of
the financial condition of the local unit. The entire annual audit report is filed with the Municipal Clerk
and is available for review during business hours.

Debt Limit

The authorized bonded indebtedness of the Borough is limited by statute, subject to the exceptions
noted below, to an amount equal to 3-1/2% of its stated equalized valuation basis. The stated equalized
valuation basis of the Borough is set by statute as the average for the last three years of the equalized value
of all taxable real property and improvements and certain Class Il railroad property within its boundaries as
annually determined by the State Board of Taxation. Certain categories of debt are permitted by statute to
be deducted for purposes of computing the statutory debt limit.

The Bonds are included in the computation of debt for the purpose of the statutory debt limit. The
issuance of the Bonds will not cause the Borough's indebtedness to exceed the statutory limit, as shown in
Appendix “A”,

Exceptions To Debt Limit

The Borough may exceed its debt limit with the approval of the Local Finance Board. If all or any
part of the proposed debt authorization would exceed its debt limit, the Borough must apply to the Local
Finance Board for an extension of credit. If the Local Finance Board determines that a proposed debt
authorization would not materially impair the credit of the Borough or substantially reduce the ability of the
Borough to meet its obligations or to provide essential services or make other statutory determinations,
approval is granted. In addition to the aforesaid, debt in excess of the debt limit may be issued to fund
certain notes, to provide for self-liquidating purposes and, in each fiscal year, to provide for purposes in an
amount not exceeding two-thirds of the amount budgeted in such fiscal year for the retirement of
outstanding obligations (exclusive of obligations issued for utility or assessment purposes).

School Debt

State law permits local school districts, upon approval of the voters, to authorize school district
debt, including debt in excess of its independent debt limitation by using the available borrowing capacity
of the Borough. If such debt is in excess of the school district debt limit and the remaining borrowing
capacity of the Borough, the State Department of Education and the Local Finance Board must approve the
proposed debt authorization before it is submitted to the voters.

Short-Term Financing

The Borough may issue short-term “bond anticipation notes” to temporarily finance a capital
improvement or project in anticipation of the issuance of bonds, if the bond ordinance or subsequent
resolution so provides. Bond anticipation notes for capital improvements may be issued in an aggregate

amount not exceeding the amount specified in the ordinance, as amended and supplemented, creating such
capital expenditure less, generally, a cash down payment of 5%. Bond anticipation notes may be issued
and renewed for one-year periods, with the final maturity not exceeding ten years plus the period from the
notes' maturity to the end of the fiscal year in which the notes mature plus four months in the next following
fiscal year from the date of original issuance. Beginning in the third year, the amount of notes that may be
issued is decreased by the minimum amount required for the first year's principal payment for a bond issue.
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TAX MATTERS

Federal Tax Exemption

In the opinion of Bond Counsel, under existing statutes, regulations, rulings and court decisions,
interest on the Bonds will not be includable in the gross income of the holders thereof for federal income tax
purposes and will not be a specific preference item for purposes of computing the federal alternative
minimum tax imposed on individuals and corporations. However, interest on the Bonds is taken into
account in determining adjusted current earnings for the purpose of computing the federal alternative
minimum tax imposed on corporations (other than an S corporation, regulated investment company, real
estate investment trust or real estate mortgage investment conduit). In addition, interest on the Bonds is
included in effectively connected earnings and profits for purposes of computing branch profits tax on
certain foreign corporations doing business in the United States. Further, interest on the Bonds may be
subject to federal income taxation under Section 1375 of the Internal Revenue Code of 1986, as amended
(“Code™), for S corporations which have Subchapter C earnings and profits at the close of the taxable year.

Bond Premium

The difference between the principal amount of the Bonds (the “Premium Bonds™) and the initial
offering price to the public (excluding bond houses, brokers or similar persons or organizations acting in the
capacity of underwriters or wholesalers), at which price a substantial amount of the Premium Bonds of the
same maturity was sold, constitutes to an initial purchaser amortizable bond premium which is not
deductible from gross income for federal income tax purposes. The amount of amortizable bond premium
for a taxable year is determined actuarially on a constant interest rate basis over the term of each Premium
Bond. For purposes of determining gain or loss on the sale or other disposition of a Premium Bond, an
initial purchaser who acquires such obligation in the initial offering to the public at the initial offering price
is required to decrease such purchaser’s adjusted basis in such Premium Bond annually by the amount of
amortizable bond premium for the taxable year. The amortization of bond premium may be taken into
account as a reduction in the amount of tax-exempt income for purposes of determining various other tax
consequences of owning the Premium Bonds. Owners of the Premium Bonds are advised that they should
consult with their own tax advisors with respect to the state and local tax consequences of owning the
Premium Bonds.

New Jersey Tax Exemption

In the opinion of Bond Counsel interest on the Bonds and any gain on the sale thereof is not
includable as gross income under the New Jersey Gross Income Tax Act.

Alternative Minimum Tax

The Code provides that an alternative minimum tax is imposed on corporations at a rate of twenty
percent (20%). For purposes of the corporate alternative minimum tax, the Code includes an increase
adjustment for computation of the alternative minimum tax consisting generally of seventy five percent
(75%) of the amount by which “adjusted current earning” exceed alternative minimum taxable income
(computed without regard to this adjustment and the alternative tax net operating loss deduction). The
Bonds do not qualify for the exclusion of the interest thereon in calculating “adjusted current earnings” as
implemented by Section 1503(b) of the American Recovery and Reinvestment Act of 2010. Thus, to the
extent that interest on the Bonds is a component of a corporate holder’s “adjusted current earnings,” a
portion of that interest may be subject to an alternative minimum tax.
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Branch Profits Tax

Section 884 of the Code imposes on foreign corporations a branch profits tax equal to 30% of the
“dividend equivalent amount” for the taxable year, unless modified, reduced or eliminated by income tax
treaty in certain instances. Interest on the Bonds received or accrued by a foreign corporation subject to
the branch profits tax may be included in computing the “dividend equivalent amount” of such corporation
for purposes of the branch profits tax.

S Corporation Tax

Section 1375 of the Code imposes a tax on the “excess net passive income” of certain S
Corporations with passive investment income in excess of 25% of the gross receipts for a taxable year.
The U.S. Department of Treasury has issued regulations indicating that interest on tax-exempt bonds held
by an S corporation, such as the Bond, would be included in the calculation of excess net passive income.

Bank Qualification

The Bonds will be designated as qualified under Section 265 of the Code by the Borough for an
exemption from the denial of deduction for interest paid by financial institutions to purchase or to carry
tax-exempt obligations.

The Code denies the interest deduction for certain indebtedness incurred by banks, thrift
institutions and other financial institutions to purchase or to carry tax-exempt obligations. The denial to
such institutions of one hundred percent (100%) of the deduction for interest paid on funds allocable to
tax-exempt obligations applies to those tax exempt obligations acquired by such institutions after August
7, 1986.

For certain issues, which are eligible to be designated and which are designated by the issuer as
qualified under Section 265 of the Code, eighty percent (80%) of such interest may be deducted as a
business expense by such institutions.

Other Federal Tax Consequences

Owners of the Bonds should be aware that the ownership of tax-exempt obligations may result in
other collateral federal income tax consequences to certain taxpayers, including property and casualty
insurance companies, individual recipients of Social Security and Railroad Retirement benefits, and
taxpayers who may be deemed to have incurred or continued indebtedness to purchase or to carry
tax-exempt obligations. Owners of the Bonds should consult their own tax advisors as to the applicability
and the effect on their federal income taxes of the alternative minimum tax, the branch profits tax and the
tax on S corporations, as well as the applicability and the effect of any other federal income tax
consequences.

The Borough has covenanted to comply with any continuing requirements that may be necessary to
preserve the exclusion from gross income for purposes of federal income taxation of interest on the Bonds
under the Internal Revenue Code of 1986, as amended (the “Code”). These covenants relate to, inter alia,
the use and investment of proceeds of the Bonds and the rebate to the United States Treasury of specified
arbitrage earnings, if required. In rendering its opinion, Bond Counsel has assumed compliance by the
Borough with such covenants, failure of the Borough to comply with such covenants could result in the
interest on the Bonds becoming subject to federal income tax from the date of issue.
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Future Events

Tac legislation, administrative action taken by tax authorities, and court decisions, whether at the
Federal or state level, may adversely affect the exclusion from gross income of interest on the Bonds for
federal income tax purposes, or the exclusion of interest on and any gain realized on the sale of the Bonds
on the exisiting New Jersey Gross Income Tax Act, and any such legislation, administrative action or court
decision could adversely affect the market price or marketability of the Bonds.

ALL POTENTIAL PURCHASERS OF THE BONDS SHOULD CONSULT WITH THEIR
TAX ADVISORS IN ORDER TO UNDERSTAND THE IMPLICATIONS OF THE CODE.

RATING
Moody’s Investors Service, (the “Rating Agency”) has assigned a rating of “__” to the Bonds.

The rating reflects only the views of the Rating Agency and an explanation of the significance of
such rating may only be obtained from the Rating Agency. The Borough furnished the Rating Agency
with certain information and materials concerning the Bonds and the Borough. Generally, the Rating
Agency bases its rating on such information and materials and also on such investigations, studies and
assumptions that it may undertake independently. There can be no assurance that any such rating will be
maintained for any given period of time or that it may not be raised, lowered or withdrawn entirely if, in the
Rating Agency's judgment, circumstances so warrant. Any downward change in or withdrawal of such
rating may have an adverse effect on the marketability or market price of the Bonds.

MUNICIPAL BANKRUPTCY

The undertakings of the Borough should be considered with reference to 11 U.S.C. § 101 et seq., as
amended and supplemented (the “Bankruptcy Code”), and other bankruptcy laws affecting creditors’ rights
and municipalities in general. The Bankruptcy Code permits any political subdivision, public agency, or
instrumentality that is insolvent or unable to meets its debts to commence a voluntary bankruptcy case by
filing a petition with a bankruptcy court for the purpose of effecting a plan to adjust its debts; directs such a
petitioner to file with the court a list of petitioner’s creditors; provides that a petition filed under this chapter
shall operate as a stay of the commencement or continuation of any judicial or other proceeding against the
petitioner; and provides that the plan must be accepted in writing by or on behalf of a class of creditors
holding at least two-thirds in amount and more than one-half in number of the listed creditors of that class.
The Bankruptcy Code specifically does not limit or impair the power of a state to control by legislation or
otherwise, the procedures that a municipality must follow in order to take advantage of the provisions of the
Bankruptcy Code.

The Bankruptcy Code provides that special revenue acquired by the debtor after the
commencement of the case shall remain subject to any lien resulting from any security agreement entered
into by such debtor before the commencement of such bankruptcy case. However, any such lien, other
than municipal betterment assessments, shall be subject to the necessary operating expenses of such project
or system. Furthermore, the Bankruptcy Code provides that a transfer of property of a debtor to or for the
benefit of any holder of a bond or note, on account of such bond or note, may not be avoided pursuant to
certain preferential transfer provisions set forth in such act.

Reference should also be made to N.J.S.A. 52:27-40 et seq. which provides that a local unit,
including the Borough, has the power to file a petition in bankruptcy with any United States Court or court
in bankruptcy under the provisions of the Bankruptcy Code, for the purpose of effecting a plan of
readjustment of its debts or for the composition of its debts; provided, however, the approval of the
Municipal Finance Commission must be obtained. The powers of the Municipal Finance Commission
have been vested in the Local Finance Board.
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The Borough has not authorized the filing of a bankruptcy petition. This reference to the
Bankruptcy Code or the State statute should not create any implication that the Borough expects to utilize
the benefits of their provisions, or that if utilized, such action would be approved by the Local Finance
Board, or that any proposed plan would include a dilution of the source of payment of and security for the
Bonds, or that the Bankruptcy Code could not be amended after the date hereof.

LITIGATION

There is no litigation pending or, to the knowledge of the Borough Attorney, threatened, restraining
or enjoining the issuance, sale or the delivery of the Bonds or the levy or the collection of any taxes to pay
the principal of and the interest on the Bonds or in any manner questioning the authority or the proceedings
for the issuance, sale or delivery of the Bonds or for the levy or the collection of said taxes, or contesting the
corporate existence or the boundaries of the Borough or the title of any of its present officers. There is no
pending or threatened litigation that would have a material adverse impact on the financial condition of the
Borough if adversely decided. A certificate to such effect will be executed by the Borough Attorney and
delivered to the Underwriters of the Bonds at the closing.

LEGALITY FOR INVESTMENT

The state and public officers, municipalities, counties, political subdivisions and public bodies, and
agencies thereof, all banks, bankers, trust companies, savings and loan associations, savings banks and
institutions, building and loan associations, investment companies, and other persons carrying on banking
business, all insurance companies, and all executors, administrators, guardians, trustees, and other
fiduciaries may legally invest any sinking funds, moneys or other funds belonging to them or within their
control in any bonds of the Borough, including the Bonds, and such bonds are authorized security for any
and all public deposits.

FINANCIAL ADVISOR

Phoenix Advisors, LLC, Bordentown, New Jersey served as financial advisor to the Borough (the
“Financial Advisor”) with respect to the issuance of the Bonds. Certain information set forth herein has
been obtained from the Borough and other sources, which are deemed reliable, but no warranty, guaranty or
other representation as to the accuracy or completeness is made as to such information contained herein.
There is no assurance that any of the assumptions or estimates contained herein will be realized. The
Financial Advisor is a financial advisory firm, and is not engaged in the business of underwriting,
marketing or trading municipal securities or any other negotiable instrument.

CONTINUING DISCLOSURE

The Borough has agreed, pursuant to a resolution adopted on May 21, 2012 to undertake for the
benefit of the Bondholders and the beneficial owners of the Bonds to provide certain secondary market
disclosure information pursuant to Rule 15¢2-12. Specifically, the Borough will do the following for the
benefit of the holders of the Bonds and the beneficial owners thereof.

(A) No later than seven months after the end of the Borough’s fiscal year (presently December
31), commencing with the report for the fiscal year ending December 31, 2012, provide or cause to be
provided to the Municipal Securities Rulemaking Board (the “MSRB”) in an electronic format, as
prescribed by the MSRB, annual financial information with respect to the Borough of (i) audited financial
statements (or unaudited financial statements if audited financial statements are not then available by the
date of filing, which audited financial statements will be delivered when and if available) of the Borough
and (ii) certain financial information and operating data consisting of (a) information concerning the
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Borough’s debt, overlapping indebtedness, ta rate, levy and collection data, property valuation and fund
balance of the type contained in “Appendix A- Certain Information of the Borough of Spotswood” under
the headings “Budget Information”, “Financial Information” and “Debt Information”, and (b) the
Borough’s most recent adopted budget. The audited financial statements will be prepared in accordance
with mandated State statutory accounting principles, as in effect from time to time. Audited financial
statements if not available by the filing date will be submitted separately when available.

(B) Provide or cause to be provided in a timely manner not in excess of ten days after the
occurrence of the event, notice of the occurrence of any of the following events with respect to the Bonds:

(1) Principal or interest payment delinquencies;

(2) Non-payment related defaults, if material;

(3) Unscheduled draws on debt service reserves reflecting financial difficulties;

(4) Unscheduled draws on credit enhancements reflecting financial difficulties;

(5) Substitution of credit or liquidity providers, or their failure to perform;

(6) Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEBO or other
material notices or determinations with respect to the tax status of the Bonds, or other material
events affecting the tax status of the Bonds;

(7) Modifications to the rights of the Bondholders, if material;

(8) Bond calls, if material, and tender offers;

(9) Defeasances;

(10) Release, substitution or sale of property which secures the repayment of the Bonds, if

material;

(11) Rating changes;

(12) Bankruptcy insolvency, receivership or similar event of the Borough (the event is considered
to occur when ay of the following occur: the appointment of a receiver, fiscal agent or
similar officer of the Borough in a proceeding under the U.S. Bankruptcy Code or in any other
proceeding under state or federal law in which a court or governmental authority has assumed
jurisdiction over substantially all of the assets or business of the Borough, or if such
jurisdiction has been assumed by leaving the existing governing body and officials or officers
in possession but subject to the supervision and orders of a court or governmental authority, or
the entry of an order confirming a plan of reorganization, arrangement or liquidation by a
court of governmental authority having supervision or jurisdiction over substantially all of the
assets or business of the Borough);

(13)The consummation of a merger, consolidation, or acquisition involving the Borough or the
sale of all or substantially all of the assets of the Borough, other than in the ordinary course of
business, the entry into a definitive agreement to undertake such an action or the termination
of a definitive agreement relating to any such actions, other than pursuant to its terms, if
material; and

(14) Appointment of a successor or additional trustee or the change of name of a trustee, if
material.

© Provide or cause to be provided, in a timely manner, to the MSRB notice of the failure of
the Borough to provide required annual financial information on or before the date specified above.

All documents provided to the MSRB shall be accompanied by identifying information as
prescribed by the MSRB.
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If the Borough fails to comply with the above-described undertaking, any Bondholder or beneficial
owner of the Bonds may pursue an action for specific performance to enforce the rights of all Bondholders
and beneficial owners with respect to such undertaking; provided, however, that failure to comply with
such undertaking shall not be an event of default and shall not result in any acceleration of payment of the
Bonds or any ability by the Borough for monetary damages. All actions shall be instituted, had and
maintained in the manner provided in this paragraph for the benefit of all Bondholders and beneficial
owners of the Bonds.

The Borough reserves the right to terminate its obligation to provide annual financial information
and notice of material events, as set forth above, if and when the Borough no longer remains an “obligated
person” with respect to the Bonds within the meaning of Rule 15¢2-12.

The undertaking may be amended by the Borough from time to time, without consent of the
Bondholders or the beneficial owners of the Bonds, in order to make modifications required in connection
with a change in legal requirements, a change in law or a change in identity, nature, type of operation of
status of the Borough, which in the opinion of nationally recognized bond counsel complies with Rule
15¢2-12 and does not, in such bond counsel’s opinion, materially impair the interests of the Bondholders
and the beneficial owners of the Bonds.

The Borough is in compliance with its previous undertakings to provide required annual financial
information.

SEE: *“Continuing Disclosure Agreement” set forth in Appendix “C” attached hereto.
NO DEFAULT

There is no record of default in the payment of the principal of or interest on the bonds or notes of
the Borough.

UNDERWRITING

The New Money Bonds are being purchased from the Borough by . (“New Money
Underwriter”), at the purchase price of $ in accordance with the Notice of Sale. The New Money
Underwriter is obligated to purchase all of the New Money Bonds if any New Money Bonds are purchased.

The Refunding Bonds are being purchased from the Borough by . (“Refunding
Underwriter”, and together with the New Money Underwriter, the “Underwriter™)), at the purchase price of
$ in accordance with the Notice of Sale. The Refunding Underwriter is obligated to purchase all

of the Refunding Bonds if any Refunding Bonds are purchased.

The Underwriter intends to offer the Bonds to the public initially at the offering yields set forth on
the cover page of this Official Statement, which may subsequently change without any requirement of prior
notice. The Underwriter reserves the right to join with dealers and other underwriters in offering the Bonds
to the public. The Underwriter may offer and sell Bonds to certain dealers (including dealers depositing
Bonds into investment trusts) at yields higher than the public offering prices set forth on the cover page, and
such public offering yields may be changed, from time to time, by the Underwriter without prior notice.
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VERIFICATION OF MATHEMATICAL ACCURACY

The accuracy of: (i) arithmetic computations supporting the conclusion that the principal amounts
of, and interest earned on, the government obligations to be acquired with the proceeds of the Refunding
Bonds are sufficient to pay the principal or redemption price of and interest on the Refunded Bonds; and (ii)
the mathematical computations supporting the conclusion that the Refunding Bonds will not be “arbitrage
bonds” under the Code, will be independently verified by Causey Demgen & Moore Inc., Denver,
Colorado.

APPROVAL OF LEGAL PROCEEDINGS

The issuance, sale and delivery of the Bonds are subject to the approval of Law Office of John G.
Hudak, Esq., LLC, Linden, New Jersey, Bond Counsel, whose approving legal opinion will be delivered
with the Bonds substantially in the form set forth as Appendix “D”. Certain legal matters will be passed on
for the Borough by its Counsel, Patrick Diegnan, Esg.

PREPARATION OF OFFICIAL STATEMENT

The Borough hereby states that the descriptions and statements herein, including financial
statements, are true and correct in all material respects and it will confirm to the Underwriter of the Bonds,
by a certificate or certificates signed by the Chief Financial Officer that, to his knowledge, such descriptions
and statements, as of the date of the Official Statement and as of the date of closing, are true and correct in
all material respects and do not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements therein, in light of the circumstances under which they are made, not
misleading.

Samuel Klein and Company assisted in the preparation of information from the Borough and other
sources which the Borough considers to be reliable, but the Borough and Samuel Klein and Company make
no warranty, guaranty or other representation with respect to the accuracy and completeness of such
information contained herein.

FINANCIAL STATEMENTS

Appendix “B-1" contains unaudited financial date of the Borough from its Annual Financial
Statement for the year ending December 31, 2011. Appendix “B-2” contains audited financial data of the
Borough for the Borough’s fiscal year ending December 31, 2010. Such financial data for December 31,
2010 was audited by Gerard Stankiewicz, CPA, RMA of Samuel Klein and Company, Freehold, New
Jersey, to the extent and for the period set forth in their report appearing in Appendix “B-2”, and are
included herein in reliance upon the authority of such firm. Gerard Stankiewicz, CPA, RMA of Samuel
Klein and Company has consented to the inclusion of their report in this Official Statement.

18



ADDITIONAL INFORMATION

Inquiries regarding this Official Statement, including any information additional to that contained
herein, may be directed to Barbara Petren, Chief Financial Officer, Borough of Spotswood, 77Summerhill
Road, Spotswood, New Jersey 08884, telephone (732) 251-0700, extension 830.

MISCELLANEOUS

This Official Statement is not to be construed as a contract or agreement between the Borough and
the purchasers or holders of any of the Bonds. Any statements made in this Official Statement involving
matters of opinion, whether or not expressly so stated, are intended merely as opinions and not as
representations of fact. The information and expressions of opinion contained herein are subject to change
without notice and neither the delivery of this Official Statement nor any sale of Bonds made hereunder
shall, under any circumstances, create any implication that there has been no change in the affairs of the
Borough since the date hereof.

BOROUGH OF SPOTSWOOD
COUNTY OF MIDDLESEX, NEW JERSEY

By:
Barbara Petren, Chief Financial Officer

Date: May __, 2012
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APPENDIX A

CERTAIN FINANCIAL AND DEMOGRAPHIC INFORMATION CONCERNING
THE BOROUGH OF SPOTSWOOD

IN THE COUNTY OF MIDDLESEX, STATE OF NEW JERSEY



GENERAL INFORMATION ON THE BOROUGH

Originally part of a larger area called Monmouth, the Borough of Spotswood (the “Borough”)
was named in 1685 by Scotlish settlers after their native town "Spotswoodie”. On May 12,
1908, the citizens of Spotswood voted to break away from East Brunswick Township and
establish the Borough as it exists today.

in the 19th Century, the Borough saw a great deal of industrial activity, including iron works and
paper mills. During the first half of the 20th Century, the Borough grew slowly allowing it to
maintain it's rural character. There has been litfle encroachment of uses into other zones
designated for and more suitable to other uses.

The Beorough, which is located in south-central Middlesex County, has an area of approximately
2.5 square miles and has a population of approximately 8,257 (based upon the 2010 report from
the U.S. Bureau of the Census, Population Division).

The Borough's location near large employment centers and its proximity to major access rouies
including the New Jersey Turnpike, Garden State Parkway, State Highways 9 and 18 and US
Highway 1 has enabled it to receive a substantial share of the population growth that has
occurred in the region. The Borough's population decreased by 103 between 1990-2000 to
7,880 and between 2000 and 2010 population grew to 8,257, an increase of 377 or 4.79%.

Excellent commuter transportation is available from the recently expanded bus routes and the
Borough's proximity to major highways. The Conrail main freight line also serves a number of
indusiries and spurs are available for use on presently undeveloped industrial land.

Form of Government:

The Borough's governing body operates under the Faulkner Act, Mayor-Council Plan B form of
Government. The Council consists of five members. Council members serve four-year terms
that are staggered to provide for three (3) seats in one year's election and two (2} seats plus the
Mayor two years later. All action is passed by a majority or when required, a 2/3 vote of
Council. The Mayor does not vote but has veto power over all ordinances, which can be
overridden by a 2/3 vote of the Council.
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Water-Sewer Utility Fund:
Water Utility:

The Borough derives a portion of its water supply from ground water sources. Two (2) deep
wells processed through two modern freatment plants process the water. The second of the
plants was built with Federal Local Public Works funds in 1978 and will insure an adequate
supply for future development. The Borough also purchases surface water from a
neighboring community. A private company, Whitewater, Inc., provides personnel to
manage, operate and maintain its water and sewer system.

Sewer Utility:

The Borough maintains the sewerage collection system that serves the entire Borough.
Treatment is performed by the Middlesex County Utilities Authority.

The Water-Sewer Utility Fund did not operate on a self-liquidating basis for 2011. An increase
in user rates was approved in late 2011 which will hopefully restore the Fund to self liquidating
state.

Public Safety:

The Borough Police Department is a well-trained force comprised of nineteen (19) Officers and
Patrolmen. The all-volunteer Fire Department has thirty-four (34) members. Both Police and
Fire Department training is provided by the Middiesex County Fire and Police Academy and the
State Police Training Academy. The Spotswood First Aid Squad consisting of per-diem
employees provides twenty-four hour a day service and has been active since 1941.

Employer and Employee Salary Negotiations:

As of December 31, 2011, the Borough employed one hundred and ten {110) employees of
which fifty seven (57) were full-time and fifty-three (53) were part-ime. Of the full-time
employees, nineteen (19) were Police Officers. Under State law, employees of the Borough
have certain organizational and representational rights, which include the right to organize, to
bargain collectively by representation of their choosing on questions of wages and employment
and to engage in lawful concerted activities for bargaining of mutual and/or protection. The
applicable law prohibits strikes by municipal employees.

There are two (2) principal collective bargaining units, that being the Spotswood Borough P.B.A.
and the United Food and Commercial Workers Union Local 888, which includes public works
and office personnel, 16 full time and 3 part-time employees. Salaries of management and
other employees are determined by the Governing Body annually and have been established for
2012.

The United Food and Commercial Workers Union and the PBA contracts are current through
2013.
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Borough Pension Costs:

Those municipal employees who are eligible for pension coverage are enrolled in one of the two
(2) state administered pension systems that were established by acts of the State Legislature.
Benefits, contributions, means of funding, and the manner of administration are determined by
State law. The other system was established by the United States Congress and the benefits,
contributions, means of funding, and the manner of administration are determined by Federal
law.

The State administered pension funds are the Public Employees' Retirement System and the
Police and Firemen's Retirement System. The Federally administered pension fund is known
as the Social Security System.

Health Benefits:

The Borough provides post retirement healthcare benefits for employees who retire with 25
years or more of service and their dependents. The Beorough contributes to New Jersey State
Health Benefits Plan, a cost-sharing, muitiple-employer defined benefit post-employment
healthcare plan administered by the State of New Jersey Division of Pensions and Benefits.
NJSHBP was established in 1961 under N.J.S.A. 52:14-17.25 et seq., to provide health benefits
to State employees, retirees, and their dependents. Rules governing the operation and
administration of the program are found in Titie 17, Chapter 9 of the New Jersey Administrative
Code. NJSHBP provides medical, prescription drugs, mental health/substance abuse, and
Medicare Part B reimbursement to retirees and their covered dependents. In accordance with
GASB’s 43 and 45, the NJSHBP has been determined to be a cost-sharing multiple-employer
plan. Under GASB 45, the Borough is not required nor allowed to accrue reserves to fund the
ultimate payment of the retirees health benefit obligation that is being earned.



PUBLIC SCHOOL FACILITIES AND ENROLLMENT

The Spotswood-Helmetta Consolidated Board of Education (the “Board”) has supervision and
control over two elementary, one junior high school and one senior high school. The adjoining
municipality, the Borough of Helmetta as a member municipality, sends all of its students to the
Board's schools and the Borough of Milltown, an adjoining municipality, sends only its high
school students to the Board's schools. The Borough of Helmetta is sending 308 students in
grades K-12 and the Borough of Milltown is sending 287 students in grades 9-12 to the
Borough's schools for the 2011-2012 school year.

Facilities:

The Board operates the following schools:

Date(s) of Number of
School Grades Construction Classrooms Capacity
Spotswood High Scheol 9-12 1978, 2004 54 984
Memorial School 6,7.8 1967, 2004 28 527
Appleby School 2-5 1950, 1973, 1996, 2004 38 684
Schoenly School Pre-K - 1 1958, 1974, 2004 20 620

Pupil Enrollment:

The following table presents pupil enroliment for the schoaol years 2007-2008 through 2011-
2012 and the projected pupil enrollment for the school years 2012-2013 through 2014-2015:

Average Student

School Year Enrcllment
2007-2008 1,767
2008-2009 1,760
2009-2010 1,772
2010-2011 1,809
2011-2012 1,816
2012-2013 ~* 2,073
2013-2014 * 2,073
2014-2015 * 2,073

Source: Borough of Spotswood Board of Education Board Secretary/School Business
Administrator.

Note:  * Projected.



Year

2011
2010
2009
2008
2007

ASSESSED VALUATION AND EQUALIZED VALUATION
FOR REAL PROPERTY AND PERSONAL PROPERTY

Equalized Assessed
Assessed Ratio Valuation Valuation Total
Valuation Assessed {o Real Personal Equalized
Real Property True Value Property Property Valuation
$ 741,209,700 88.96% $ 833194357 § 2255813 § 835,450,170
742,085,200 84.10% 882,384,304 2,286,770 884,671,074
744,603,300 80.97% 919,603,927 2,207,708 921,811,635
749 537,600 79.26% 945,669,442 2,209,003 947,878,445
743,745,500 81.32% 914,591,121 2,544,522 817,135,643

Source: State of New Jersey, Department of the Treasury, Division of Taxation, Certificate of

<
D
[1}]
D

2011
2010
2009
2008
2007

the Table of Equalized Valuations and the County of Middlesex 2011 Table of
Aggregates.

TABULATION OF RESIDENTIAL UNITS
BASED ON NUMBER OF UNITS ASSESSED TO ADJUSTED TRUE VALUE

2007-2011
County Average
Residential Equalization Unit
Class Valuation Estimated
Number Assessed Ratio to Estimated True
of Units Valuation True Value True Value Value
2,534 § 646,210,100 B410% § 768,382,866.43 §  303,229.27
2,534 645,116,500 B0.97% 796,735,210.67 314,418.00
2,533 643,530,000 79.26% 811,922,785.77 320,538.01
2,525 639,963,800 81.32% 786,869,749.14 311,671.19
2,518 635,438,000 86.22% 736,996,056.680 292 691.05

Source: Borough of Spotswood, Tax Collector's Office and the County of Middiesex Abstract of

Ratables and the County of Middlesex 2011 Table of Aggregates.



NET VALUATIONS TAXABLE

Net Valuation

Real and Personal on Which
Property Net County Taxes
Year Valuation Taxable Are Apportioned
2011 $ 743,365,513 3 894 373,672
2010 744,371,970 930,015,574
2009 746,811,008 952,889,379
2008 751,746,603 935,081,875
2007 746,290,022 875,661,316

Source: Middlesex County - Abstract of Ratables.



REAL PROPERTY CLASSIFICATION AND ASSESSED VALUATION

Residential
Industrial
Commercial
Vacant Land
Apariment

Totals
Exempt

Ratio of Assessed Value to
True Value State of NJ

Ratio of Assessed Value to
True Value as Used by
County of Middlesex for
County Taxes Apportioned

Residential
Industrial
Commercial
Vacant Land
Apartment
Farm

Totals
Exempt

Ratio of Assessed Value to
True Value State of NJ

Ratio of Assessed Value to
True Value as Used by
County of Middlesex for
County Taxes Apportioned

Source:

2007-2011
2011 2010 2009

Assessed Assessed Assessead

Valuation Perceniage Valuation Percentage Valuation Percentage
§ 646,210,100 B7.18% % 645,116,500 86.93% $ 643,530,000 86.43%

18,454,800 2.49% 20,465,200 02.76% 23,492,100 03.16%

61,223,000 B8.26% 61,185,700 08.25% 62,538,100 08.40%

B,051,300 1.08% 8,047,300 01.08% 7,772,600 01.04%

7,270,500 0.98% 7,270,500 00.98% 7,270,500 00.97%
& 741,209,700 100.00% $ 742,085,200 100.00% % 744,603,300 100.00%
% 65,436,500 $ 65,421,500 $ 65,394,800

88.96% 84.10% 80.97%

B84.10% B0.97% 79.26%

2008 2007

Assessed Assessed

Valuatian Percentage Valuation Perceniage
$ 639,863,800 85.38% & 635,438,000 85.43%

30,471,100 04.07% 30,471,100 04.10%

63,240,900 0B.44% 62,098,000 08.35%

8,591,300 01.15% 8,467,900 01.14%

7,270,500 00.96% 7,270,500 00.98%
$ 749,537,600 100.00% § 743745500 100.00%
$ 65,008,100 $ 64,295300

79.26% 81.32%
81.32% 86.22%

Borough of Spotswood, Tax Assessor's Office.

State of New Jersey Division of Taxation, 2007-2011.
Middlesex County Board of Taxation and Borough Tax Assessor, 2007-2011.
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FIVE-YEAR COMPARISON OF ANNUAL ASSESSED VALUATION

Land and Personal Total
Year Land Improvements Improvements Property Valuations
2011 $ 357,582,600 $ 383,627,100 $ 741,209,700 $ 2,255,813 $ 743,465,513
2010 357,655,600 384,429,600 742,085,200 2,286,770 744,371,970
2009 357,158,900 387,444 400 744,603,300 2,207,708 746,811,008
2008 358,069,200 390,468,400 749,537,600 2,209,003 751,746 603
2007 358,093,200 385,652,300 743,745,500 2,544 522 746,290,022

Source: Annual Audit Reports of the Borough of Spotswood, 2007 to 2010 and Tax Collector
for 2011.

FIVE-YEAR COMPARISON OF ANNUAL GENERAL TAX RATES
PER $100.00 OF ASSESSED VALUATION

County
Borough Local Open
Year Regular  Library School Regular Space Total
2011 0.827 0.039 $ 1.662 $ 0.369 $ 0.037 $ 2834
2010 0.811 N/A 1.530 0.347 0.025 2.713
2009 0.778 N/A 1.502 0.339 0.039 2.658
2008 0.740 N/A 1.492 0.320 0.038 2.590
2007 0.654 N/A 1.466 0.303 0.037 2.460

Source: Annual Audit Reports of the Borough of Spotswood, 2007 to 2010 and Tax Collector
for 2011.

* Library Tax separate in 2011
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TEN LARGEST TAXPAYERS AS OF DECEMBER 31, 2011

% of Total

Assessed Assessed

Taxpayer Type of Business Value - 2011 Valuation
Spotswood Shopping Center Shopping Center $ 8,800,000 1.18%
Clearwater Village LLC Mobile Home Park 9,533,700 1.14%
Schweitzer - Mauduit Manufacturing 8,228,800 0.99%
Inland Centainer Manufacturing 6,500,000 0.78%
Renaissance Properties Strip Mall 5,300,000 0.64%
Robert Maglies Apartments 4,471,300 0.54%
Gillette Enterprises Shpping Centers 3,496,300 0.42%
Citadel Brockview LL.C Apartments 3,367,800 0.40%
Bell Atlantic Manufacturing 3,148,290 0.38%
Klia Properties Manufacturing 2,943,500 0.35%
56,789,690 6.82%

Source:  Borough of Spotswood, Tax Assessor's Office.

TAX COLLECTION HISTORY

The following table sets forth the history of the Borough with respect to tax collection for the
years 2007 through 2011:

Current Taxes Delinguent Total
Year Tax Levy Collected Taxes Collected Collected Taxes
2011 $ 21,107.316.99 § 20,773,663.31 $ 267,712.62 $ 21,041,375.93
2010 20,231,371.63 19,930,943.88 279,137.03 20,210,080.91
2009 19,889,155.49 19,618,871.57 254,424 .73 19,873,296.30
2008 19,527,635.21 19,269,996.24 290,245.45 19,560,245.75
2007 18,489,022.61 18,182,265.49 263,962.23 18,446,227.72

Source:  Annual Audit for the years 2007-2010 and Annual Financial Statement Unaudited for
2011.
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Year

2011
2010
2009
2008
2007

Tax Levy

21,107,316.99
20,231,371.63
19,884,155.48
19,527,635.21
18,489,022.61

STATEMENT OF TAX LEVIES AND COLLECTIONS

Cash Collections

During Year of Levy
Amount Percentage
20,773,663.31 98.42%
19,930,943.88 898.52%
19,598,334.74 98.56%
19,269,996.34 98.68%
18,182,265.49 98.34%

Source: Annual Audit Reports of the Borough of Spotswoed, 2007-2010 and Annuat Financial
Statement (Unaudited) for 2011.

STATEMENT OF TAX TITLE LIENS AND PROPERTY ACQUIRED FOR TAXES

Tax Title Property Acquired
Year Lieng for Taxes
2011 $ 92,206.58 $ 2,533,400.00
2010 £6,941.41 2,533,400.00
2009 56,983.51 2,533,400.00
2008 5(,729.24 2,5633,400.00
2007 44,634.97 2,533,400.00

Source: Annual Audit Reports of the Borough of Spotswood, 2007-2010 and Unaudited Annual
Financial Statement (Unaudited) for 2011.
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STATEMENT OF WATER-SEWER UTILITY LEVIES AND COLLECTIONS

Cash
Year Levy Collections **
2011 3 2,369,475.25 $ 2,349,847 .28
2010 2,484,596.96 2,509,188.11
2009 2,237,634.54 2,142,463.73
2008 1,814,081.84 1,828,704.64
2007 1,886,118.04 1,869,452.94

Source: Annual Audit Reports of the Borough of Spotswood, 2007-2010 and Annual Financial
Statement (Unaudited) for 2011.

Note:  **Cash Collections may include amounts which were levied in prior years.

COMPARATIVE SCHEDULE OF FUND BALANCES

Utilized
in Budget of
Succeeding Year

Percentage
of Fund
Balance Used

Balance

Year December 31

Current Fund

2011 $ 1,646,699.85 $ 1,180,060.00 71.66%
2010 1,341,431.28 1,072,500.00 79.95%
2009 1,538,175.27 1,275,000.00 82.89%
2008 1,677,714.73 1,225,000.00 73.02%
2007 1,462,646.81 1,140,912.00 78.00%
Water-Sewer Utility Operating Fund
2011 $ 156,222.41 $ 85,100.00 54.47%
2010 342,044.51 237,597.00 69.46%
2009 295,320.64 200,000.00 67.72%
2008 294,921.91 180,000.00 61.03%
2007 527,830.36 350,000.00 66.31%

Source: Annual Audit Reports of the Borough of Spotswood, 2007-2010. Annual Financial
Statement (Unaudited) for 2011.
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DEBT HISTORY

Default Occurrences

Amount of Debt Issued Over Last Five (5) Years
Amount of Debt Retired Over Last Five (5) Years
Debt Payout Over Next Five (5) Years

Debt Payout Over Next Ten (10) Years

*Permanent Debt Only

STATEMENT OF INDEBTEDNESS AS OF APRIL 30, 2012

Gross Debt
Local District School Debt Issued and OQuistanding Bonds:
issued % 7,975,000.00
Authorized But Not Issued 2,113,578.21
Municipal Debt:
Issued and Outstanding:
General Improvement Bonds, Loans and Notes 3,712,604.62
Water-Sewer Utility Improvement Bonds and Notes 4,188,000.00
Autharized But Not |ssued:
General Improvement Bonds and Notes 476,551.50
Water-Sewer Ulility Improvement Bonds and Notes 1,551,000.00

None
3 3,609,350.51 ~
$ 543071590 *
57.09%
100.00%
Statutory Net
Deductions Siatutory Debt
7.975,000.00 % None
2,113,578.21 None
None 3,712,604.62
3,889,988.00 208,012.00
None 476,551.58
None 1,551,000.00

Gross Debt § 20016,734.42

Total Statutory Deductions
Statutory Net Debt

Average of Equalized Valuation Basis of Real Property with Improvements
(2009, 2010 and 2011)

Net Debt Expressed as a Percentage of Average Equalized Valuation Basis

Gross Debt Expressed as a Percentage of 2012 Net Valuation on Which
County Taxes are Apporiioned, Basis of $884,373,672.00

Per Capita Gross Debt Based on 2010 Population Basis of 8,257

Per Capita Net Debt Based on 2010 Population Basis of 8,257

13,978,566.21

3 6,038,168.21

$__878,394,196.00

0.687%
2.24%
& 2,424.21
3 731.28

Source: The foregoing financial information has been compiled by the Borough Auditor from

Borough source documents.
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BOROUGH DEBT INCURRING CAPACITY
AS OF APRIL 30, 2012

3%:% of Average Equalized Valuation Basis $ 30,743,796.86
Net Debt Issued and Qutstanding and Authorized But Not |ssued 6,038,168.21
Additional Borrowing Power 3 24,705,628.65

Source: The foregoing financial information has been compiled by the Borough Auditor from
various source documents.

LOCAL SCHOOL DISTRICT DEBT INCURRING CAPACITY
AS OF APRIL 30, 2012

4% of Average Equalized Valuation Basis $  35,135,767.84
Net Debt Issued and Outstanding and Authorized But Not Issued 10,088,578.21
Additional Borrowing Power $ 25,047,189.63

Source: The foregoing financial information has been compiled by the Borough Auditor from
various source documents.



Calendar
Year

2012
2013
2014
2015
2016

2017
2018

SCHEDULE OF BOROUGH DEBT MATURITIES
MUNICIPAL DEBT — GENERAL OBLIGATION BONDS

GENERAL CAPITAL FUND

General Capital Fund

Principal Inferest Total
405,000.00 3 60,566.26 465,566.26
195,000.00 43,886.26 238,886.26
195,000.00 34,136.26 229,136.26
195,000.00 24,386.26 219,386.26
195,000.00 18,992.50 213,992.50

1,185,000.00 181,067.54 1,366,867.54
190,000.00 12,480.00 202,480.00
170,000.00 5,860.00 175,860.00
360,000.00 18,340.00 378,340.00

1,545,000.00 % 200,307.54 1,745,307 .54

Source:

Annual Audit for December 31, 2010.
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Calendar
Year

2012
2013
2014
2015
2016

2017
2018
2019
2020
2021

2022

SCHEDULE OF BOROUGH DEBT MATURITIES
MUNICIPAL DEBT — GENERAL OBLIGATION BONDS

WATER-SEWER UTILITY FUND

Water-Sewer Ulility Capital Fund

Principal Interest Total
275,000.00 3 134,504.50 409,504.50
290,000.00 122,284.50 412,284.50
300,000.00 109,442 .00 409,442.00
310,000.00 96,142.00 406,142.00
320,000.00 84.652.00 404.652.00

1,495,000.00 547,025.00 2,042,025.00
325,000.00 72,272.00 397,272.00
330,000.00 59,472.00 389,472.00
260,000.00 46,397.00 306,397.00
280,000.00 35,607.00 315,607.00
290,000.00 23,987.00 313,887.00

1,485,000.00 237,735.00 1,722,735.00
288,000.00 11,952.00 299,952.00
288,000.00 11,952.00 295,952 .00

$ 3,268,000.00 8 796,712.00 3 4,064,712.00

Source:

Annual Audit for December 31, 2010.
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Calendar
Year

2012
2013
2014
2015
2016

2017
2018
2019
2020
2021

2022

SCHEDULE OF BOROUGH DEBT MATURITIES
MUNICIPAL DEBT
GENERAL OBLIGATION BONDS - TOTAL

Total for all Funds - Bonds

Principal Interest Total
680,000.00 3 195,070.76 875,070.76
485,000.00 166,170.76 651,i70.76
495,000.00 143,578.26 638,578.26
505,000.00 120,528.26 625,528.26
515,000.00 103,644 .50 618,644.50

2,680,000.00 728,992 54 3,408,992 54
515,000.00 84,752.00 599,752.00
500,000.00 65,332.00 565,332.00
260,000.00 46,397.00 306,397.00
280,000.00 35,607.00 315,607.00
290,000.00 23,987.00 313,887.00

1,845,000.00 256,075.00 2,101,075.00
288,000.00 11,952.00 299,952.00
288,000.00 11,952.00 299,952.00

$ 4,813,000.00 $ 997,019.54 $ 5,810,019.54

Source:

Annual Audit for December 31, 2010.
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SCHEDULE OF BOROUGH DEBT MATURITIES
MUNICIPAL DEBT — MIDDLESEX COUNTY IMPROVEMENT AUTHORITY LOANS

CAPITAL EQUIPMENT AND IMPROVEMENT FINANCING PROGRAM

Calendar
Year

2012
2013
2014
2015
2016

2017
2018
2019

Source;

General Capital Fund

Principal Interest Total

$ 94 .802.34 % 25,638.28 120,440.62
97,912.94 22,934.22 120,847.16
101,128.04 20,053.86 121,181.90
104,451.20 16,987.86 121,439.06
108,036.92 13,445.70 121,482.62
506,331.44 99.059.92 605,391.36
111,746.52 9.627.30 121,373.82
115,584.33 5477.36 121,081.69
33,942.33 1,018.26 34,960.59
261,273.18 16,122.92 277,396.10

$ 767,604.62 $ 115,182.84 882,787.46

Annual Audit for December 31, 2010.
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HISTORICAL DATA OF BOROUGH DEBT

The following table sets forth the gross debt issued and authorized but not issued by the
Borough in relation to the estimated true value of real estate as calculated by the State,
Department of the Treasury, Division of Taxation, and per capita gross debt of the Borough.

Gross Net
Gross Debt Percentage

Equalized Issued and of Gross Per Per

Valuation True Value Authorized Debt to Capital Capital

Ration to of Real but Not Estimated Gross Net Net
Year True Value Property Issued and True Value Debt (1) Debt Debt (1)
2011 88.96% $ B33,194,357 $ 16,623,406 2.00% $ 2,013.25 $ 4,148,418 $ 502.41
2010 84.10% 882,384,304 18,370,333 2.08% 2,224 82 4,607,333 557.58
2009 B0.97% 919,603,927 21,712,491 2.36% 2,755.39 6,751,491 B56.79
2008 79.26% 045,669,442 21,446,504 2.27% 2,721.64 5,194,550 659.21
2007 81.32% 914,591,121 22,267,754 2.43% 2,825.86 4,862,800 617.11

(1) Calculated on 2000 population data of 7,880 for 2007 through 2009; 8,257 for 2010 and

2011,

Source: Borough of Spotswood, Report of Audit — State of New Jersey, Division of Taxation.

OVERLAPPING DEBT
COUNTY OF MIDDLESEX, NEW JERSEY
APRIL 30, 2012

Bonds and Notes of the County Issued and Authorized

but Not Issued (Net)

Percentage of such debt chargeable to Borough of Spotswood

Amount of Chargeable to the Borough

Source: County of Middlesex Chief Financial Officer.
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MIDDLESEX-SOMERSET-MONMOUTH-OCEAN COUNTIES
(EDISON METRO DIVISION) '
NON-AGRICULTURAL EMPLOYMENT
BY MAJOR CATEGORY
{IN THOUSANDS)

2011

Manufacturing $ 58.50
Retail Trade 129.30
Wholesale Trade 56.50
Natural Resources, Mining and Construction 34.80
Transpartation, Warehousing and Ulilities 40.20
Information 24.60
Financial Activilies 55,80
Professional and Business Services 171.50
Education and Health Services 151.20
Leisure and Hospitality 78.70
Other Services 45.30
Govemment 142.50

g 988.90

Source: New Jersey Department of Labor and Industry, Division of Labor, Market and
Demographic Research — 2011 Annual Average.

LARGEST EMPLOYERS IN THE BOROUGH OF SPOTSWOQOD
AS OF APRIL 30, 2012

Estimated No.

Employer Business of Employees
Shop Rite of Spotswood Supermarket 389
Schweitzer-Mauduit International Industry (Manufacturing) 172
Spotswood Board of Education Public Schools 265
Temple Inland industry (Manufacturing) 120
Borough of Spotswood Municipal Govermnment 110

Source: Borough of Spotswood, Business Administrator.
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EMPLOYMENT AND UNEMPLOYMENT COMPARISONS

Employment-related data for the Borough of Spotswood, the County of Middiesex and the State
of New Jersey is as follows:

Labor Unemployment
Force Employment Unemployment Rate
Borough of Spotswood
2011 4,591 4,260 331 7.2%
2010 4,480 4,147 333 7.4%
2009 4,512 4177 335 7.4%
2008 4,535 4,320 215 4.7%
2007 4,523 4,364 159 3.5%
County of Middlesex
2011 436,228 399,546 36,682 8.4%
2010 422,895 386,219 36,676 8.7%
2008 426,713 389,744 36,969 8.7%
2008 425,030 403,673 21,357 5.0%
2007 423,579 407,391 16,188 3.8%
State of New Jersey
2011 4,556,291 4,181,834 424 537 9.3%
2010 4,502,450 4,076,713 426,737 9.5%
2009 4,536,661 4,118,367 418,294 9.2%
2008 4,496,725 4,251,194 245,531 5.5%
2007 4,466,272 4,276,561 189,711 4.2%

Source: New Jersey Department of Labor and Industry. Division of Labor, Market and
Demographic Research.

BUILDING PERMITS ISSUED

Number of Estimated Value of
Year Permits Issued Construction
2011 312 3 3,424,841
2010 367 3,440,381
2008 355 4,717,085
2008 402 3,984,000
2007 487 5,167,824

Source: Borough of Spotswood, Construction Code Department.
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BOROUGH OF SPOTSWOOD

Summary of 2012 Adopted Budaget

REVENUES

Surplus Anticipated

Local Revenues

State Aid

Uniform Construction Code Fees
Public and Private Revenues

Interlocal Agreements

Additional Revenues Offset

Other Special ltems

Delinquent Taxes

Water-Sewer Rents

Amount to be Raised by Taxes- Library
Amount to be Raised by Taxes- Municipal

Total Anticipated Revenues

APPROPRIATIONS

Operations within CAPS:
Salaries and Wages
Other Expenses
Deferred and Statutory Expenditures
Operations excluded from CAPS:
Salaries and Wages
Other Expenses
Library
Capital
Debt Service
Deferred and Statufory Expenditures
Reserve for Uncoliected Taxes

Total Appropriations

General Water-Sewer
Budget Percentage Utility Percentage
1,180,000 12.04% $ 85100 3.16%
375,500 3.83%
715,651 7.30%
90,000 0.92%
107,377 1.10%
64,696 0.66%
414,500 4.23%
209,219 2.13%
227,000 2.32%
2,606,283 96.84%
278,483 2.84%
6,137,984 62.63%
9,800,410 100.00% $ 2,691,383 100.00%
3,455,011 35.25%
2,632,505 26.86%
928,673 9.48%
377,265 3.85% $ 277,000 10.29%
404,825 4.13% 1,764,013 65.54%
278,483 2.84%
153,000 1.56% 25,000 0.93%
939,298 9.58% 577,423 21.46%
71,350 0.73% 47,947 1.78%
560,000 5.71%
9,800,410 100.00% $ 2,691,383 100.00%

Source: Borough of Spotswood 2012 Adopted Municipal Budget.
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CAPITAL BUDGET

In accordance with the Local Budget Law a municipality with a population of less than 10,000
must adopt a three (3) year capital budget program which is part of the annual budget. The
capital budget, when adopted does not constitute the approval or appropriation of funds but sets
forth a plan of the possible capital expenditures which the local unit may contemplate over the

next three (3) years.

The following amounts for various improvements were included in the 2012-2014 Capital

Budget:

Project Title

Improvements to Various Roads
Acquisition of Equipment
Building Improvements

Devoe Lake Improvements

Construction of a New Emerg. Servs. Bldg.

Acquisition of Vehicles
Water-Sewer System Improvements
Acquisition of New Meter Reading System

Water Hydrant Replacement

Inspection and Cleaning of Sewer System

Total

Total 2012 2013 2014
$ 1,000,000 200,000 $ 400,000 % 400,000

128,000 128,000

200,000 100,000 100,000

465,000 65,000 200,000 200,000

2,000,000 200,600 1,800,000

465,000 265,000 100,000 100,000

1,200,000 1,000,000 100,000 100,000

1,300,000 1,300,000

90,000 90,000

520,000 220,000 200,000 100,000
$ 7,368,000 $ 3,568,000 $ 2,900,000 $ 900,000

Summary of Funding Sources and Amounts

Current Year
Capital Appropriation  Grants-in-Aid Bonds and Notes
Improvement Capital and Seif
Praject Title Total Fund Surplus Other Funds General Liguidating
Improvements to
Various Roads $ 1,000,000 $ 25,000 % 500,000 $ 475000
Acquisition of Equipment 128,000 $ 128,000
Building Improvements 200,000 10,000 190,000
Devoe Lake Improvements 465,000 21,000 60,000 384,000
Contruction of a New Emerg.
Servs. Bldg. 2,000,000 25,000 1,500,000 475,000
Acquisition of Vehicles 465,000 23,250 441,750
Water-Sewer System
Improvemenis 1,200,000 1,200,000
Acquisition of New Meter
Reading System 1,300,000 62,000 $ 1,238,000
Water Hydrant Replacement 50,000 4,500 B5,500
Inspection and Cleaning
of Sewer System 520,000 11,000 509,000
Total $ 7,368,000 $ 181,750 $ 128,000 $ 3,260,000 % 1,865,750 $ 1,832,500

Source: Borough of Spotswood 2012 Adopted Municipal Budget and Capital Budget as Amended.
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APPENDIX B-1

UNAUDITED - FOR THE YEAR ENDED DECEMBER 31, 2011
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BOROUGH OF SPOTSWOOD

COUNTY OF MIDDLESEX, NEW JERSEY

FINANCIAL STATEMENTS - DECEMBER 31, 2011 (UNAUDITED)



BOROUGH OF SPOTSWOOD
OFFICE OF FINANCE
MIDDLESEX COUNTY

SPOTSWOOD, NEW JERSEY 08884-1233

77 Summerhill Road Office: 732-251-07001
Spotswood, NJ (08884 Fax: 732-251-1359

MANAGEMENT FINANCIAL STATEMENT
(UNAUDITED)

The Honorable Mayor and Members
of the Borough Council

Borough of Spotswood

County of Middlesex

State of New Jersey

To the Honorable Mayor and Members of the Borough Council:

| have prepared the financial statement — statutory basis unaudited of the various accounts of
the Borough of Spotswood as of and for the year ended December 31, 2011. These financial
statements are the responsibility of the Borough of Spotswood’'s management.

The Borough of Spotswood prepares its financial statements on a basis of accounting
prescribed by the Division of Local Government Services, Department of Community Affairs,
State of New Jersey that demonstrates compliance with the method accrual basis, with certain
exceptions and the budget laws of New Jersey, which is a comprehensive basis of accounting
other than accounting principles generally accepted in the United States of America.

Because of the Borough of Spotswood's policy to prepare its financial statements on the basis
of accounting discussed in the preceding paragraph, the financial statements referred to above
are not in conformity with generally accepted accounting principles, the financial position of the
Borough of Spotswood as of December 31, 2011 or the results of its operations, or cash flows of
its proprietary fund types and nonexpendable trust funds for the year then ended.



MANAGEMENT ACCOUNTING REPORT
(CONTINUED)

The financial statements — statutory basis unaudited referred to above present the financial
position — statutory basis of the various funds of the Borough of Spotswood as of December 31,
2011 and the results of operations and changes in fund balance — statutory basis of such funds
for the year then ended and the statement of revenues — statutory basis and statement of
expenditures — statutory basis of the various funds for the year ended December 31, 2011.

These statements have not been subjected to the annual independent audit as of this date and
the Notes to Financial Statements and Statement of Fixed Assets have been purposely omitted.

oo b otben

Barbara Petren, Chief Financial Officer
Borough of Spoiswood

May 3, 2012
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Exhibit A-3

BOROUGH OF SPOTSWOOD
GENERAL CAPITAL FUND
STATEMENT OF CHANGES IN FUND BALANCE -
STATUTORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2011

UNAUDITED
BALANCE, DECEMBER 31, 2010 $ 78,877.71
INCREASED BY
Premium on Sale of Bond Anticipation Notes 278.40
BALANCE, DECEMBER 31, 2011 $ 79,156.11

The Notes fo Financial Statements have been purposely omitted.



Exhibit A-4

BOROUGH OF SPOTSWOOD
WATER-SEWER UTILITY CAPITAL FUND
STATEMENT OF CHANGES IN FUND BALANCE - STATUTORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2011

(UNAUDITED)
BALANCE, DECEMBER 31, 2010 $ 33,805.08
INCREASED BY
Premium on Sale of Bond Anticipation Notes 185.60
BALANCE, DECEMBER 31, 2011 3 33,990.68

The Notes to Financial Statements have been purposely omitted.



Exhibit B-1

Sheet 1 of 3
BOROUGH OF SPOTSWOOD
CURRENT FUND
STATEMENT OF ASSETS, LIABILITIES, RESERVES
AND FUND BALANCE - STATUTORY BASIS
AS OF DECEMBER 31, 2011
(UNAUDITED)
Balance
December 31,
2011
ASSETS
Current Fund:

Cash and Cash Equivalents $ 2,721644.50

Receivables and Other Assets with Full Reserves:
Delinquent Property Taxes Receivable $ 269,463.64
Tax Tiile Liens 92 .206.58
Property Acquired for Taxes, Assessed Valuation 2,533,400.00
Revenue Accounts Receivable 10,074.62

Interfunds Receivable-
Due from Trust Other Fund 2,400.00
$ 2,907,544.84
Deferred Charges 3 71,350.00
Total Current Fund $ 5,700,539.34
Grant Fund:

Grants Receivable $ 223,561.42
Interfund Receivable - Due from Current Fund 229,632.35
Total Grant Fund 3 453,193.77
Total Assets $ 6,153,733.11

The Notes to Financial Statements have been purpasely omitted.



Exhibit B-1

Sheet2 of 3
BORQUGH OF SPOTSWOOD
CURRENT FUND
STATEMENT OF ASSETS, LIABILITIES, RESERVES
AND FUND BALANCE - STATUTORY BASIS
AS OF DECEMBER 31, 2011
(UNAUDITED)
Balance
December 31,
2011
LIABILITIES, RESERVES AND
FUND BALANCE
Current Fund:
Liabilities and Other Reserves:

Appropriation Reserves 3 297,669.28
Reserve for Encumbrances 216,232.98
Accounts Payable 373.00
Prepaid Taxes 122,199.47
Tax Qverpayments 27.99
Library Reserve 241.65
Commitments Payable 135,194.60
Local School Taxes Payable 56,905.40
Due to State of New Jersey (Chapter 20, P.L. 1971) 15,144.93
Due State of New Jersey - Various Fees 1,098.00
Prepaid Licenses 20.00
Reserve for Update of Master Plan, Appropriated 39,850.00
Reserve for Private Citizen Contribution -

Defibulator, Appropriated 2,505.00
Reserve for State Tax Appeals 25,000.00
Reserve - Motorcycle Traffic Enforcement 4,200.00
Interfunds Payable:

Due to Grant Fund 229,632.35

Total Liabilities and Other Reserves 3 1,146,294.65

The Notes to Financial Statements have been purposely omitted.



Exhibit B-1

Sheet 3 of 3
BOROUGH OF SPOTSWOOQD
CURRENT FUND
STATEMENT OF ASSETS, LIABILITIES, RESERVES
AND FUND BALANCE - STATUTORY BASIS
AS OF DECEMBER 31, 2011
{UNAUDITED)
Balance
December 31,
2011
LIABILITIES, RESERVES AND
FUND BALANCE (CONTINUED)
Current Fund (Continued):
Reserve for Receivables and Other Assets $ 2,907,544.84
Fund Balance b 1,646,699.85
Total Current Fund $ 5700,539.34
Grant Fund:

Reserve for Grants:
Apprepriated $ 321,236.29
Unappropriated 71,475.08
Reserve for Encumbrances 60,482.40
Total Grant Fund 3 453 ,193.77
Total Liabilities, Reserves and Fund Balance 3 6,153,733.11

The Notes to Financial Statements have been purposely omitted.



Exhibit B-2

Sheet 1 of 2
BOROUGH OF SPOTSWOOD
CURRENT FUND
STATEMENT OF OPERATIONS AND CHANGES IN FUND BALANCE -
STATUTORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2011
(UNAUDITED)
2011
Revenues and Other Income Realized:
Fund Balance Utilized $ 1,072,500.00
Miscellaneous Revenues Anticipated 1,273,940.41
State Aid 715,651.00
Federal, State and Private Grants 158,187.96
Receipts from Delinquent Taxes 267,712.682
Amount to be Raised by Taxation for Support of Municipal Budget 6,684,875.83
Non-Budget Revenues 200,430.59
Other Credits to Income:
Unexpended Balance of Appropriation Reserves
and Reserve for Encumbrances 434,422.04
Current Budget Apprapriations Canceled 100,360.43
Prior Year Interfund Returned 2,805.36
Cancellation of Reserve for State Tax Appeals 160,000.00
Taxes Allocated to Schaol and County 14,623,787.48
Total Income $ 25,694,673.72
Expenditures:
Budget and Emergency Appropriations:
Within CAPS:
General Government 5 539,516.25
Land Use Administration 15,200.00
Insurance 1,170,660.00
Public Safety 2,622,441.00
Public Waorks 749,675.00
Health and Human Service 156,455.00
Parks and Recreation 32,035.00
Utility Expenses and Bulk Purchases 389,000.00
Landfilt/Solid Waste Disposal Costs 220,000.00
Construction Code 93,420.00
Contingent 50.00
Deferred Charges and Statutory Expenditures 1,024,277.65
Qutside CAPS:
General Government 10,000.00
Public Safety 486,379.00
Insurance 53,040.00

The Notes to Financial Statements have been purposely omitted.



Exhibit B-2

Sheet2 of 2
BOROUGH OF SPOTSWOOD
CURRENT FUND
STATEMENT OF OPERATIONS AND CHANGES IN FUND BALANCE -
STATUTORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2011
(UNAUDITED)
2011
Expenditures (Continued):
Budget and Emergency Appropriations (Continued):
Qutside CAPS (Centinued):

Library 294,890.06

Health and Human Service 35,064.00

Public Works 160,710.00

Federal, State and Private Programs 161,512.71

Capital Improvements 25,000.00

Municipal Debt Service 921,422.00

Deferred Charges/Statutory 20,000.00

Reserve for Uncollected Taxes 560,000.00
County Taxes 3,005,051.56
County Taxes, Added and Omitted:

2011 4,014.94
Local District School Taxes 11,614,720.98
Prior Year Senior Citizens and Veterans Disaillowed 1,250.00
Interfund Advanced 2.400.00

Total Expenditures

24,368,256.15

Excess in Revenue over Expenditures 1,326,418.57
Adjustment to Income Befare Fund Balance:
Expenditures Included above which are by Statute
Deferred Charges to Budget of Succeeding Years 51,350.00
Statutory Excess to Fund Balance 1,377,768.57
Fund Balance, January 1 1,341,431.28
2,719,199.85
Decreased by:
Utilization as Anticipated Revenue 1,072,500.00
Fund Balance, December 31 1,646,699.85

The Notes to Financial Statements have been purposely omitted.



Exhibit B-3

Sheet 1 of 2
BOROQUGH OF SPOTSWOQOD
CURRENT FUND
STATEMENT OF REVENUES - STATUTORY BASIS
YEAR ENDED DECEMBER 31, 2011
{UNAUDITED)
Budget Excess
as or
Modified Realized {Deficit)
Fund Balance Anticipated $ 1,072,500.00 § 1,072,500.00
Miscellaneous Revenues:

Licenses:

Alcoholic Beverages b 5,600.00 § 5795.84 § 295.84

Cther 5,000.00 7,250.00 2,250.00
Fees and Permits:

Other 200,000.00 208,708.76 08,708.76

Construction Code Official Fees 90,000.00 103,644.00 13,644.00
Fines and Caosts:

Municipal Court 225,000,00 123,137.74 (101,862.26)
Interest and Costs on Taxes 40,000.00 48,453.34 8,453.34
Inierest on Investments and Deposits 20,000.00 23,532.19 3,532.19

§ 585500.00 % 610,521.87 § 25,021.87

State Aid Without Offsetting Appropriations:
Energy Receipts Tax 5 566,461.00 % 580,314.00 § 13,853.00

Consolidated Municipal Property Tax Relief Aid 149,190.G0 135,337.00 {13,853.00})

$ 715,651.00 & 715,651.00 %

Special Iterns of General Revenue Anticipated With Prior Written
Consent of the Director of Local Government Services:

Interlocal Municipal Service Agreements -
Offset with Appropriations:
Borough of Helmetta:
Dispatcher & 22,370.00 % 22,370.00
Sanitation 39,854.00 39,854.00

% 62,.224.00 § 62,224.00

The Notes to Financial Statements have been purposely omitted.



Exhibit B-3

Sheet 2 of 2
BOROUGH OF SPOTSWOOD
CURRENT FUND
STATEMENT OF REVENUES - STATUTORY BASIS
YEAR ENDED DECEMBER 31, 2811
UNAUDITED
Budget Excess
as or
Modified Realized {Deficit)
Special kems of General Revenue Anticipated With Prior Written
Consent of the Director of Local Government Services {Continued):
Public and Private Programs Qifset With Appropriations:
Clean Communities Program 1 12,890.54 § 12,890.54
Drunk Driving Enforcement Fund 4,254 .86 4,254 86
Municipa! Alliznce Program 9,099.00 9,099.00
New Jersey State Division of Senior Affairs - SHTP Grant 4,000.00 4,000.00
Assistance Grant 8,200.00 8,200.00
Recycling Tonnage Grant 51,629.32 51,629.32
Rehabilitation Fund 1,456.24 1,456.24
County of Middiesex:
CDBG 38,658.00 38,658.00
Matter of Balance Grant 3,000.00 3,000.00
Community Concerns Grant 5,000.00 5,000.00
Comcast Technology Grant 20,000.00 20,000.00
$ 158,187.96 & 158,187.96
Other Special Items:
Cable Television Fees Percentage $ 41,200.00 % 51,256.95 10,056.95
Payment in Lieu of Taxes:
Senior Citizen Housing Project 39,400.00 39,705.24 305.24
New Jersey Association for Deaf and Blind 3,212.00 3,212.00
Senior Citizen Housing Project - Crescent Park 20,000.00 28,379.31 6,379.31
Emergency Medical Service 336,950.00 471,395.45 134,445.45
Uniform Fire Safety Act 9,400.00 9,245.59 {154.41)
$ 450,162.00 3 601,194.54 151,032.54
Receipts from Delinquent Taxes $ 20000000 § 267,712.62 67,712.62
Amount to be Raised by Taxation for Support
of Municipal Budget:
Local Tax for Municipal Purposes $ 56,44524271 § 6,684,875.83 239,633.12
Budget Totals $ ©5,689467.67 $ 10,172,867.82 483,400.15
Non-Budget Revenue 200,430,58 200,430.59
$ 0,689,467.67 $ 10,373,208.41 683,830.74

The Notes to Financial Statements have been purposely omitted.



GENERAL GOVERNMENT FUNCTIONS
Generai Administration:
Salaries and Wages
Other Expenses
Mayer and Council:
Salaries and Wages
Other Expenses
Municipal Clerk:
Salaries and Wages
Other Expenses
Financial Administration:
Salarigs and Wages
Other Expenses
Audit Sarvices:
Cther Expenses
Revenue Administration:
Salaries and Wages
Gther Expenses
Tax Assessment Administration:
Salaries and Wages
Cther Expenses
DCeparimant of Law:
Office of the Oirector:
Other Expenses
Depariment of Engineering:
Division of Engineering:
Other Expenses
Economic Davelopment:
Other Expenses
Guiltural and Heritage Commilies:
Other Expenses

LAND LISE ADMINISTRATION
Planning Board:
Salaries and Wages
Other Expenses

INSURANCE
Unempioyment Compensation Insurance
Liabifity Insurance
Warkers Compensation
Group Insurance

The Notes to Financial Statements have been purposely omitied.

BOGROUGH OF SPOTSWOOD

CURRENT FUND

STATEMENT OF EXPENDITURES - STATUTORY BASIS

YEAR ENDED BECEMBER 31, 2011

{UNAUDITED)

Budget

§ §2,000.00 §
21,600.0C

9,900C.00
4,550.0C

§9,800.00
19,950.00

68,000.00
28,115.00

22,000.0C

78.000.00
4,725.00

13,500.00
13,470.00

80,000.00

25,000.00
200.00

500.00

11,500.00
4,700.00

5,000.00
84,000.00
66,700.00

1,038,960.00

Budget After
Medification

$6,500.00
21,850.00

9,900.00
3,050.00

59,800.0¢
13,450.00

68,000.00
28,115.00

22,000.00

76,000.00
4,725.00

13,500.00
13,470.00

83,000.00

12,000.00
200.00

500.00

11,500.00
3,700.00

5,000.00
84,000.00
62,700.00

1,018,860.00

Paid or
Charged
{inc. enc.)

95,673.89 §
21,375.86

9,800.00
2,846.86

58,684.28
13,160.61

67,893.27
27.710.39

21,320.00

74,505.48
4,570.77

13,392.48
11,469.41

80.,570.62

6.506.50

450.00

10,958.00
2,509.13

5,000.00
82,639.00
61,725.60

902,183.46

Exhibit B-4

Sheet {1 of

Resarved

826,11
474.14
203.14

1,115.72
289.39

106.73
404.81

680.00

1,494.52
154.23

107.52
2,000.59

2,128.38

2,493.50
200.00

50.00

502.00
1.190.87

1,361.00
§74.40
86,776.54 §

Canceled

30,000.00



Exhibit B-4

Sheet 2 of 6
BOROUGH OF SPOTSWOOD
CURRENT FUND
STATEMENT OF EXPENDITURES - STATUTORY BASIS
YEAR ENDED DECEMBER 31, 2011
{UNAUDITED)
Paid or
Budget After Charged
Budget Medification (inc. enc.} Raserved Canceled
PUBLIC SAFETY FUNCTIONS
Police Deparimant:
Salaries and Wages 5 2,359,000.00 § 2,349,000.00 § 2,273,371.38 § 45628.62 5 30,000.00
Other Expenses 97,150.00 92,150.00 91,669.72 480.28
Emergency Management Services:
Salaries and Wayes 1.00 1.00 1.00
Other Expenses 1,100.00 1,100.00 1,100.00
Fire Department:
Other Expenseas 54,630.00 60,755.00 58,506.50 2,248.50
Uniform Fire Safely Act:
Bureau of Fire Prevention:
Salaries and Wages 31,000.00 31,000.00 26,984.08 4,015.92
Other Expenses 1,850.00 1,850.00 1,870.33 79.67
Municipal Prosecutor:
Salaries and Wages 13,80C.00 12,300.00 12,120.00 180.00
Municipat Court:
Salaries and Wagas 58,000.00 58,000.00 56,759.77 1,240.23
Other Expenses 12,785.00 12,785.00 8,141.39 4,643.61
Public Defender (P,L.1987,C.256):
Sataries and Wages 2,900.00 2,800.00 2,400.00 500.00
0.5.H.A. Requiremen:
Federally Mandated Hepatitis lmmunization 500.00 500.00 500.00
PUBLIC WORKS FUNCTIONS
Streets and Roads Maintenance:
Salaries and Wages 355,000.00 355,000.00 345,444.72 9,555.28
Other Expenses 47,635.00 73,335.00 63,086.73 10,248.27
Snow and [ce Remaval:
Other Expenses 20,000.00 20,000.00 20,000.00
Sofid Waste Collection:
Salaries and Wages 114,000.00 88,500.00 84,671.68 3,828.32
Other Expenses 8,250.00 8,250.00 B,250.00
Apartment Sanitation {Chapler 26, P.L. 2000):
QOther Expenses 24,000.00 24,000.00 19,780.00 4,220.00
Buildings and Grounds:;
Gther Expenses 51,000.00 55,800.00 §5,186.32 613.68
Vehicle Maintenance:
Other Expenses 74,440.00 64,440.00 53,879.858 10,560.11
Lezse of Police Vehicle 66,350.00 §0,350.00 60,129,893 220.07
HEALTH AND HUMAN SERVICES FUNCTIONS
Public Health Services:
Salaries and Wages 3.8C0.00 3,805.00 3.804.00 1.00
CGther Expenses 750.00 750.00 281.45 458.55

The Notes to Financial Siatements have been purposely amitted.



Other Expenses (Inciuding Contingent)

The Notes lo Financial Statements have been purpesely omitted.

Exhibit B-4

Shest 3of 6
BOROUGH OF SPOTSWOOD
CURRENT FUND
STATEMENT OF EXPENDITURES - STATUTORY BASIS
YEAR ENDED DECEMBER 31, 2011
{UNAUDITED)
Paid or
Budget After Charged
Budgel Madification {inc. enc.) Reserved Canceled
HEALTH AND HUMAN SERVICES FUNCTIONS (CONTINUED)
Animal Control Services:
Other Expenses 8 5,500.00 § 5,500.00 5 5,500.00
Division of Welfara:
Other Expenses 50.00 50.00 50.00
Office on Aging:
Salaries and Wages 134,500.00 130,645.00 & 128.248.42 2,396.58
Other Expenses 15,705.00 15,705.00 14,836.37 868.63
FARKS AND RECREATION FUNCTIONS
Recreation Services:
Salaries and Wages 17,535.00 17,535.00 16,868.54 B66.46
QOther Expenses 15,500.00 12,500.00 10,927.19 1.572.81
Senicr Citizens:
Other Expenses 2,000.00 2,000.00 2,000.00
UTILITY EXPENSES AND BULK PURCHASES
Electricity 90,000.00 90,000.00 §7,890.15 2,109.85
Straet Lighting 100,000.00 100,000.00 94,351.79 5,648.21
Telephone 72,000.00 68,000.C0 58,827.64 9,172.38
Gas - Heat 25,000.00 25,000.00 19,871.70 5,128.30
Gasoling 90,000.00 106,000.00 105,737.49 262.51
LANDFILL/SOLID WASTE DISPOSAL COSTS
Sanitary Landfill:
Other Expenses 220,000.00 220,000.00 213,362.10 6,637.90
UNIFORM CONSTRUCTION CODE - APPROPRIATIONS
OFFSET BY DEDICATED REVENUES {N.J.A.C. 5:23-4.17}
Uniform Construclion Code:
Salaries and Wages 91,500.00 91,500.00 88,756.22 2,743.78
Olher Expeansas 1,990.00 1,990.00 1,663.30 426.7C
Accumulzted Sick Leave Raeserve a00.00 13,456.25 13,466,25
Taoial Operations within "CAPS" $ 8,031,891.00 $ 5,888,472.25 § 5,681,421.66 § 24705059 § 60,000.00
CONTINGENT 13 50.00 § £0.00 $ 50.00
Totai Operations including Conlingent - within "CAPS" 5 6,032,041.00 § 5,988,522.25 $ 5,681421.66 $ 247,100.58 5 £0,000.00
Delail:
Salaries and Wages $ 351373600 $ 3.475386.00 § 3,311,31744 § 74,908.79 § 30,000.00
2,518,305.00 2,513,136.25 2,370,104.22 172,181.80 30,000.00



Exhibit B-4

Sheeld ol §
BOROUGH OF SPOTSWOOD
CURRENT FUND
STATEMENT OF EXPENDITURES - STATUTORY BASIS
YEAR ENDED DECEMBER 31, 2011
{UNAUDITED)
Paid or
Budget After Charged
Budget Medification {inc. enc.) Reserved Canceled
DEFERRED CHARGES AND STATUTORY EXPENDITURES -
MUNICIPAL WITHIN "CAPS”
Statutory Expendituraes:
Coniribution to:
Social Security System (0.A.5.1.) $ 32500000 5 321,043.75 § 275,166.04 5 5877.71 § 40,000.00
Defined Contribution Retirement Pian 100.00 100.00 10C.00
Police and Firemans Retlirement System of N... 522,190.00 522,190.00 522,190.00
Public Employess Relirement System of N.J. 180,943.90 180,943.90 180,843.90
Tota! Deferred Charges and Statutery Expendituras -
Municipal within "CAPS" § 1,028,233.80 § 1,02427765 §  978,299.94 3 5977.71 §  40,000.00
Total General Appropriations for
Municipal Purposes within "CAPS" § 7,060,27490 § 7,012,799.00 $ 6,659,721.60 $ 253.078.3¢ § 100,000.00
CPERATIONS - EXCLUDED FROM "CAPS"
Other Operations - Excluded from "CAPS";
Maintenance of Free Public Library:
Salaries and Wages 3 160,000.00 § 160,000.00 § 148,730.08 § 11,269,091
Other Expenses 134,890.06 134,890.06 115,998.88 15,881.18
Recycling Enhancement Act (P.L.2007 ¢.311) 8,856.00 8,856.00 §,856.00
Length of Service Award Program 20,000.00 20,000.00 20,000.00
Emergency Medical Services:
Salaries and Wages 265,500.00 348,025.00 346,800.78 1,224.22
Other Expenses 71,450.00 86,650.00 79,933.02 6,716.98
Insurance:
Group Insuranca (P.L.2007, c.62) 53,040.00 53,040.00 53.040.00
Total Other Cperations - Excluded from "CAPS" §  713,736.06 §  B11,461.06 & 77635877 § _ 35,102.29
Interlocal Municipal Service Agreements:
Berough of Spoiswood Board of Education:
Sand/Salt 3 2,000.00 2,000.00 % 2,000.00
Netwerk Administration 8,000.00 §,000.00 8,000.00
Police Dispaicher Services:
Salaries and Wages:
Borough of Helmelia 22,370.00 22,370.00 22,370.00
County Department of Haailth:
Other Expenses 28,988.00 28,988.00 28,988.00
Township of East Brunswick:
Fire Communicalions 3,500.00 3,500.00 3,189.42 % 310.88
Middlesax County Improvement Authority:
Recycling:
Other Expenses 412,000.00 112,000.00 105,320.84 6,679.16

The Notes to Financial Statemenis have been purposely omitted.



Exhibit B-4

Sheet 50f §
BOROUGH OF SPOTSWOOD
CURRENT FUND
STATEMENT OF EXPENDITURES - STATUTORY BASIS
YEAR ENDED DECEMBER 31, 2011
{UNAUDITED)
Paid or
Budget After Charged
Budget Medification {inc. enc.} Reserved Canceled
QPERATIQNS - EXCLUDED FROM "CAPS" (CONTINUED)
Intarlocal Municipal Service Agreements: (Continued)
Borough of Helmella:
Zoning/Code Enfarcement 5 5,834.00 § 5834.00 § 5,834.00
Animal Contre! 6,078.00 6,076.00 6,076.00
Sanitaticn:
Salaries and Wages 12,000.00 12,000.00 12,000.00
Other Expenses 27,854.00 27,854.00 2535515 % 2,408.85
Total Interiocal Municipal Service Agreements $ 22862200 §  228,622.00 219,133.11 & 0,488.89
Public and Private Programs Offset by Revenueas:
Municipal Alliance Program:
Grant Portion 5 6,099.00 % 500800 % 6,049.00
Malching Grant Portion 2,274.75 2,274.75 2,274.75
State of New Jersey Clean Communities Grani:
Recycling 12,890.54 12,890,654 12,880.54
Alcchol Education Rehabilitation Fund:
Salaries and Wages 1,456.24 1,456.24
Slate of New Jersey - Divisicn of Highway Safaty -
Drunk Driving Enforgemant Fund 4,254.86 4,254,86
State of New Jersey - Division of Sanior Affairs:
SHTP Grant 4,000.00 4,000.00 4,000.00
Matiching Porticn 550.00 550.00 550,00
MNJ Recycling Tonnage Grant 51,620.32 51,629.32 51,629.32
Comcast Technology Grant 20,000.00 20,000.00 20,000.00
Middlesex Counly:
Matler of Balance Grant 3,000.00 3,000.00
Commenily Concerns Grant 5,00.00 5,000.00
Commenity Davelopment Block Grant
Salaries and Wages 15,900.00 15,900.00
Safe Housing 12,758.0C 12,758.00
Curb Cut Project 10,000.00 10,000.00
State of NJ - Senicr Information and Assistance Grani:
Grant Portion 6,000.00 8,200.00 8,200.00
Matching Poriion 500.00 500.00 500.00
Total Public and Privale Programs Offsef by Revenues § 10694361 & 16151271 & 161,512.71
Total Oparations ~ Excluced from "CAPS" § 1,049,301.67 $ 1,201,585.77 5 1,157,004.56 $  44,591.18
Detait:
Salaries and Wages $ 45987000 § 195826.24 5 183,100.09 % 11,268.91
Cther Expenses 589,431.67 1,005,769.53 973,904.50 33,321.27
CAPITAL IMPROVEMENTS - EXCLUDED FROM "CAPS”
Capital Improvement Fund E 25,000.00 % 25,000.00 & 25,000.00
Totai Capital Improvemenits Excluded from "CAPS" % 25,000.00 § 25,000.00 § 25,000.00

The Noles la Financial Statements have been purposely omitted.



MUNICIPAL DEBT SERVICE - EXCLUGED FROM "CAPS"
Payment of Bond Principal
Payment of Bond Anticipation Netes and Capital Notes
Interest on Bonds
Interest on Notes
County of Middiesex Improvemeant Authority:
Capital Lease Pregram:
Principal
Interest
Obligations Approved Prior to July 1, 2007
Principal
Interest
Obligations Approved After to July 1, 2007
Principal
Interest

Total Municipal Debt Service - Exciuded from "CAPS"

DEFERRED CHARGES - MUNICIPAL -
EXCLUDED FROM "CAPS"

Special Emergency Authorizations - 5 Years (NJS 40A:4-55)
Total Deferred Charges - Municipal - Exciuded from "CAPS"

Total General Appropriations for Municipal Purposes
Excluded from "CAPS"

Tolal General Appropriations - Excluded from "CAPS”
Sublotal General Appropriations
RESERVE FOR UNCOLLECTED TAXES
Total General Appropriations
Detail:
Originat Budget

Added by N.J.5.A. 40A:4-53
Added by N.J.5.A, 40A:4-87

Exhibit B-4

Sheet8 of 6
BOROUGH OF SPOTSWOQOD
CURRENT FUND
STATEMENT OF EXPENDITURES - STATUTORY BASIS
YEAR ENDED DECEMBER 31, 2011
UNAUDITED
Paid or
Budget After Charged
Budaet Medification {inc. enc.} Resarved Canceled
385,000.00 $ 365000.00 § 365,000.00
300,000.00 300,000.00 300,000.00
75,842.00 75,842.00 75,841.25 3 0.74
18,250.00 20,350.00 20,337.09 12.01
91,927.00 §1,927.00 ©1,926.69 0.31
28,663.00 28,663.00 28,662.48 0.54
24,463.00 24,463.00 24,462.35 0.64
3,828.00 3,828.00 3,483.34 344,66
10,549.00 10,549.00 10,548.15 0.85
800.00 £800.00 799.32 0.68
920,322.00 § 92442200 § 921 061.57 5 360.43
20,000.00 3 20,000.00 & 20,000.00
20,000.00 5 20,000.00 $ 20,000.00
2,014,623.67 § 2,168,017.77 § 2,123,066.16 & 44591.18 § 360.43
2,014,623.67 & 2,168,017.77 2,123,066.16 3 4459118 & 360.43
9,074,808.57 § 9,180,817.67 $ B8,782,787.76 $ 297,669.48 5 100,360.43
560,000.00 560,000.00 566,000.00
0,634,898.57 § 9,740,B17.67 $ 9,342787.76 $ 297.669.48 § 100,360.43
% 9,634,898.57
51,350.00
54,569.10
3 9.740.817.67

The Motes {o Financial Statements have been purposely omitted.
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BOROUGH OF SPOTSWOOD

GENERAL CAPITAL FUND
STATEMENT OF ASSETS, LIABILITIES, RESERVES

AND FUND BALANCE - STATUTORY BASIS

AS OF DECEMBER 31, 2011
{UNAUDITED)

ASSETS
Cash and Cash Equivalents
Intergovernmentail Accounts Receivable:
State of New Jersey:
Department of Transportation Grants
County of Middlesex;
Downtown Business District Improvement Fund
Intergovernmental Accounts Receivable
Deferred Charges to Future Taxation:

Funded
Unfunded

Capital Lease Obligations - Unfunded

Total Assets

LIABILITIES, RESERVES AND FUND BALANCE

Serial Bonds
MCXIA Loan
Bond Anticipation Notes

Capital Lease Payable - Principal

The Notes to Financial Statements have been purposely omiited.

Exhibit D-1
Sheet 1 of 2

Balance
December 31,
2011

957,076.83

316,109.67

100,000.00

416,109.67

2,312,604.62

1,537,801.59
3,850,406.21
73,818.15

5,297,510.86

1,545,000.00
767,604.62

_ 7391815



BOROUGH OF SPOTSWOQOD
GENERAL CAPITAL FUND
STATEMENT OF ASSETS, LIABILITIES. RESERVES

AND FUND BALANCE - STATUTORY BASIS
AS OF DECEMBER 31, 2011

{UNAUDITED)

Other Liabilities and Reserves:
Capital Improvement Fund
Reserve for Encumbrances
Retained Percentage Due Contractors

Improvement Authorizations:
Funded
Unfunded

Fund Balance

Total Liabilities, Reserves and Fund Balance

£ &

Exhibit D-1
Sheet 2 of 2

Balance
December 31,
2011

78,653.81
709,132.33

__ 828103

796,068.07

313,459.91

322,304.00
_ 63576391
79,156.11

5,297,510.86

There were Bonds and Notes Authorized But Not Issued as of December 31, 2011 in the amount

of $137,801.59

The Notes to Financial Statements have been purposely omitted.



Exhibit E-1

BOROUGH OF SPOTSWOQQOD
WATER-SEWER UTILITY OPERATING FUND

STATEMENT OF ASSETS, LIABILITIES, RESERVES
AND FUND BALANCE - STATUTORY BASIS

AS OF DECEMBER 31, 2011

{UNAUDITED}
Balance
December 31,
2011
ASSETS

Cash and Cash Equivalents 5 284,094.34

Receivables and Other Assets:
Consumer Accounts Receivable 3 312,911.17
Inventory 22,639.00
5 335,550.17
Total Assets $ 619,644.51

LIABILITIES, RESERVES AND FUND BALANCE

Liabilities:

Appropriation Reserves § 37,553.09
Customer Overpayments 713.83
$ 38,266.92

Other Liabilities and Reserves:
Reserve for Encumbrances 3 72,953.60
Accrued Interest on Bonds and Notes 16,651.41
5 89,605.01
Reserve for Receivables and Other Assets 3 335,550.17
Fund Balance % 156,222 .41
Total Liabilities, Reserves and Fund Balance 5 619,644 .51

The Notes to Financial Statements have been purposely omitted.



BOROUGH OF SPOTSWOOD
WATER-SEWER UTILITY OPERATING EUND

STATEMENT OF OPERATIONS AND CHANGE IN

OPERATING FUND BALANCE - STATUTORY BASIS

FOR YEAR ENDED DECEMBER 31, 2011
{UNAUDITED)

Revenue and Other Income Realized:
Fund Balance Utilized
Rents
Miscellaneous
Other Credits to Income:
Unexpended Balance of Appropriation Reserves
Current Budget Appropriations Canceled

Total Income
Expenditures:
Operating
Capital Improvements
Debt Service
Deferred Charges and Statutory Expenditures
Total Expenditures

Statutory Excess to Fund Balance

Fund Balance, January 1

Decreased by:
Utilized by Water-Sewer Utility Operating Budget

Fund Balance, December 31

Exhibit E-2

2011

237,597.00
2,349,847.28
15,464.53

91,245.43
82,617.66

2,776,771.90

2,083,350.00
25,000.00
572,620.00
44,027.00

2,724,997.00

51,774.90

342,044.51

393,819.41

237,597.00

156,222.41

The Notes to Financial Statements have been purposely omitted.



Exhibit E-3

BOROUGH OF SPOTSWOOD
WATER-SEWER UTILITY OPERATING FUND
STATEMENT OF REVENUES - STATUTORY BASIS
YEAR ENDED DECEMBER 31, 2011

UNAUDITED
Excess/
Anticipated Realized (Deficit)
Fund Balance Anticipated $ 237597.00 § 237,597.00
Rents 2,487 .400.00 2,348,847.28 $ (137,552.72)
Miscellaneous 15,464.53 15,464.53

$ 2,724,997.00 $ 2,602,908.81 $ (122,088.19)

ANALYSIS OF REALIZED REVENUES
Miscellaneous:

Interest on Delinquent Accounts 3 5,996.84
Interest Earned on Investments 4,553.49
Taps 1,950.00
Sewer Tie-In 1,600.00
Meters and Meter Test Fees 200.00
Water Turn on Fee 649,00
Miscellaneous 500.20
Duplicate Utility Bill Fee 15.00

$ 15,464.53

The Notes to Financial Statements have been purposely omitted.



WATER-SEWER UTILITY OPERATING FUND

BOROUGH OF SPOTSWOOD

STATEMENT OF EXPENDITURES - STATUTORY BASIS

OPERATING
Sataries and Wages
Other Expenses
Sewerage Authority - Shars Costs
Sewerage Authorily - Charge Back
Monroe Sewerage Authority
Purchase of Waler
Accumulative Sick Leave

Total Operating
CAPITAL IMPROVEMENTS

Capital Improvement Fund
Capital Qutlay

Total Capital Improvements

DEBT SERVICE
Payment of Bond Principal
Payment of Bond Anlicipation Notes and Capital Notes
Inlerest on Bonds
Interest on Notes

Total Debt Service

DEFERRED CHARGES
AND STATUTORY EXPENDITURES
Statuiory Expenditures:
CGantribution to:
Puhlic Employees' Retirerment System
Sccial Security System (0.A.S.1.}
Unemployment Compensation [nsurance
(M.I5.A. 43:21-3 el. seq.)

Total Deferred Charges and Statutory Expenditures

Total Water-Sewer Utility Approprialions

YEAR ENDED DECEMBER 31, 2011

$

§

Exhibit E-4

UNAUDITED
Paid or
Budget After Charged
Budgat Modification {inc. enc.} Reserved Canceled
280,000.00 § 27500000 § 26358473 § 1140827
754,750.00 754,750.00 681,474.23 13,275.Y7 § 60,000.00
763,450.00 763,450.00 763,388.49 81.51
91,450.00 91,450.00 91,450.00
3,200.00 3,200.00 2,590.00 §10.00
180,000.00 190,000.00 160,618.78 9,381.22 20,000.00
500.00 5,920.75 5,920.75
2,083,350.00 § 2,083,770.75 5 1,965,036.98 § 34733.77 §_ 80,000.00
500000 % 500000 § 5,000.00
20,000.00 20,000.00 16,100.00 % 1,900.00
25,000.00 5 2500000 5 23,100,005 1,900.00
26000000 § 260,00000 & 2B60,000.0C
150,000.00 150,000.00 150,006.00
147,058.00 147,058.00 144,440.34 $ 261765
15,562.00 15,5662.00 15,562.00
572,620.00 & 572820.00 $  570.002.34 $ 2B17.66
20,10500 % 20,105.00 % 20,105.00
21,422.00 21,001.25 20,081.83 &% 918.32
2,500.00 2,500.00 2,500.00
44,0627.00 % 43,606.25 % 42,6686.83 % 915.32
2,724997.00 $ 2,724997.00 % 2,604,826.25 $ 37.553.09 $ 82,617.66

The Nates to Financial Statements have been purposely omitted.



BOROUGH OF SPOTSWOOD

WATER-SEWER UTILITY CAPITAL FUND

STATEMENT OF ASSETS, LIABILITIES,

RESERVES AND FUND BALANCE - STATUTORY BASIS

AS OF DECEMBER 31, 2011
{UNAUDITED)
ASSETS
Cash and Cash Equivalents $
Fixed Capital §
Fixed Capital Autharized and Uncompleted
$
Total Assels 5
LIABILITIES AND RESERVES AND FUND BALANCE
Serial Bonds $
Bond Anticipation Notes $
Other Liabilities and Reserves -
Capital improvement Fund 3
Reserve for Encumbrances
Retained Percentage Due Contractor
Reserve for Water-Sewer Line Evaluation
§
Improvement Autharizations:
Funded 5
Unfunded
3
Reserve for Amortizatien 5
Deferrad Researve for Amortization $
Fund Balance 3
Total Liabilities, Reserves and Fund Balance B

Exhibit F-1

Balance
December 31,
2011

985,398.15

8,585,835.50
2,214,200.78

11,810,036.28

12,795,434.43

3,268,000.00

520,000.00

79,876.78
201,105.47
2,473.82
25,000.00

308,456.07

485,082.74
147,858.66

642,951.40

7.344,865.42

277,170.86

33,890.68

12,795,434.43

There were Bonds and Notes Authorized but not Issued at December 31, 2011 in the amount of

$0.00.

The Notes to Financial Statements have been purpesely omitted.
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SAMUEL KLEIN aAND COMPANY.
CERTIFIED PUBLIC ACCOUNTANTS

550 BroaD STREET, 11TH FLoor 36 WEsST Mamn STREET, Surte 301
NEWARK, N.J. 07102-4543 FREEHOLD, N.J. O7728-2291
PHoxE (373) 624-6100 Prone (732) 780-2600

Fax (973) 624-8101 Fax (732) 7B0-1030

INDEPENDENT AUDITORS' REPORT

The Honarable Mayor and Members
of the Borough Council

Borough of Spotswood

County of Middiesex

State of New Jersey

To the Honorable Mayor and Members of the Borough Council:

We have audited the financial statements - statutory basis of the various funds and accounts of
the Boraugh of Spotswood {the “Borough") as of and for the year endead December 31, 2010, as
listed in the accompanying table of contents. These financial statements are the responsibility
of the Borough's management. Our responsibility is fo 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 standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and auditing
requirements prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey. Those standards require that we plan and perform the
audit fo obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and the significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis

for our opinion.

As deseribed in Note 1, the Borough prepares its financial statements on a hasis of accounting
prescribed by the Division of Local Government Services, Department of Community Affairs,
State of New Jersey, that demonstrates compliance with the modified accrual basis, with certain
exceptions, and the budget laws of New Jersey, which is a comprehensive basis of accounting
other than accounting principles generally accepted in the United States of America.

In our opinion, because of the Borough's policy to prepare Its financial statements on the basis
of accounting discussed In the preceding paragraph, the financial statements referred to above
do not present fairly, in conformity with accouriing principles generally accepted in the United
States of America, the financial position of the Borough as of December 31, 2010 or the results
of its operations, or cash flows of its proprietary fund types and non-expendable trust funds for

the year then ended.

MEMEERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
www. samueiklein-cpa-rma.com



INDEPENDENT AUDITORS' REPORT (CONTINUED)

However, in our apinion, the financial statements - statutory basis referred to above present
fairly, in all material respects, the financial position - statutory basis of the various funds and
accounts of the Borough as of December 31, 2010 and the results of operations and changes in
fund balance - statutory basis of such funds for the year then ended and the statement of
revenues - statutory basis and statement of expenditures - statutory basis of the various funds
for the year ended December 31, 2010 on the basis of accounting described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated June
22, 2011 on our consideration of the Borough's internal control over financial reporting and on
our test of its compliance with certain provisions of law, regulations, contracts, grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporiing or on compliance. That repaort is an
integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the resulis of our audit.

Our audit was performed for the purpose of forming an opinion on the financial statements -
statutory basis taken as a whole. The information included in the supplementary schedules
iisted in the table of contents is presented for purposes of additional analysis and is not a
required part of the financial statements of the Borough, but is presented as additional analytical
data as required by the Local Finance Board. The accompanying Schedule of Expenditures of
Federal Awards is presented for purposes of additional analysis as required by U.8. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is also not a required part of the finrancial statements. The Schedule of
Expenditures of Federal Awards Is the responsibility of management and was derived from and
relate directly to the underlying accounting and other records used to prepare the financial
statements. Such information has been subjected to the auditing procedures applied in the
audit of the financial statements and, in our opinian, is fairly presented in alt material respects in
relation ta the financial statements - statutory basis taken as a whole.

Gerard Stankiewicz
Certified Public Accountant
Registered Municipal Accountant #431

SAMUEL :?E!N AND COMPANY

Freehold, New Jarsey
June 22, 2011



'SIUBWBIELS JBj9URBUI D) s3joN BulAuedwonoe aag

PL'GBEZ'BPS'OL §

ZTOBIE ED'OE

00'E55'0L9'8 &

Z68YZ'906'ZL $ SS9EL'BSE % SOVIG'E0D §

60'8/9°/EE'9 §

Ly 28L'21e'a §

S2'981'0vE ¥/ '806'ELT ¥L'806'CLE
09°128'802 98°0/8'C6L 98'0/9'€6)
eI PEE'S 00°'€55'0L9'6 O0'ESS'BLY'6 &
0Z'tr'SBL LI BZ'9E0'0L8'H 9Z'SE0'0LE' |1
o9 628G DE'626'901 0£'626'801
LL'1¥Z'SE0'S DBEEE VDY 0B'2EE' 09’ 00'000'0F
00°'60E'GE 00'5E2'98 00'SEE'sE
E6'999'C 9E's08°2 92'G0B'E
S9'6E2'92 60'858°6 ¥8° 461 52'099'6
00°00V'EES'E 00 00F'EES'T 00'00Y'EES'E
zG62Z 5622 Z5'622
616922 61'692'2 616322
18'9/9'8 18898 18'8/9'8
SE'yR'LE 02'€82'C62 02't92'€62
15°£96'0% L+ 166'99 Lt 16B'9%
Z6'826'1 .2 LL'B5L'042 L1'664'0.2
00°000°068 9°658'604 10658604
LB'EYZ'0L5'S 3 Z6'9/8°'LS09 $ y9ZLE'B60'L 5 GERIYEZS % E0B60'E65 $ EZE29SCLLE § BYIBELEZBE S

5002 [T JUNOD3Y [EfidES EEEe] Kousby [EIes JUETT g}

AU WnpUBlOLLEY S]955Yy paxid TYERERREE pue 1sniy |elauan
il g IEENELS] SPUn [EJUaWLIBADD

¢ j0113a4g
L-v qiyxg

6002 "+£ Y3FWID3T ¥0d SIVIOL IAILVHVYAINOD HLIM

0102 'LE ¥39W3AD20

SINNOJIV ONY SONNA 1V

e ——— .

- JONY1VH ONAd GNY S3AMISTIY 'S3ILTIEYIT S138SY 40 LNFWILVLS GINIGINOD

aOOMSL0OdS 40 HONOYO0Y

Sjgag 1BuiQ pue S1assy [B101

ajgEARIBY SpUnualY)

a|gBAIA0EY SHUEID
Ipun4 jueig
£]358Y Paxl4
[ended pax|4
papunjun - suened)qo asea jeyden
safreyn pelajeq

AIOjUBALH

3|qeAl808Y SpUNUAILY

3|(eAla0ey SiLENadDY JaYI0)

uonENBA PISSISSY

- saxey Joj panunboy Apadoig

S|S0 PUE ]S818]U| SUBIT JUBLLISSISSY

a|geAlBD8y SUB|T IUBWISSISEY

8|(jEAIB0aY SIUBLLSSISSY

3|G2AI839Y SIUNOJ0Y JAWNSU0D

sualt ani| xe).

a|qeAlaoay saxe} Apadold jusnbuyacy
I§]8S8Y 18110 PUE S2|QEAIR38)Y
3|0BRAIR0YY SIUNDITY [EJUBWILIBAOBII|
sjusjeaInb3 UYseD pUE YSED

11930 H3HLO ANV S1388Y



"SjuslIdeEls jeIouslL 0] sajoN BuiAuedwonoe aag

VL'GEZ8YG'OE § C0'BLEIED'OE § O0EGS'0196 § 26 OVE'E06C $ GG OEL'BSE 5 GOPIEE09 § BOBIOIEE D § IV ZBZZLED &
EL'G00°262' 1L $ 8SLLLO0F' L §  QO'ESS'0L9'6 §  BO'SOGEE $ ISPPOZYE $ bALIEL % BELEFLPEL §
99 LEG'ZE6'} 095°951'962"1 0°G0R'EE % LSPOEFE  $ L2Lig'al % BEIIERLYEL §
Ly eV PEE's $ O0'ESS'019'6 §  ODESS'OLY6 §
LWOBZIBE'SE § v O9a'vEE'se & PREPF'PIQ'2L & POZEOOLE § GOP/E'CO9$ BECODEBSZO Y ELO9GELIGT &
ELE2L2Y 98'v51L'EG 99't51°25
89'¥Z9'ZGE 67 OL6'BLE 6%°9L6'6LE
¥2'89.'¢8 5F'80.'S6 S+'90.'S6
92'61L'ZFT'E 15ZL8'r22'e 02'8L5'628 8L'849'LL £1°819'ER8'2
£6°'888'008 98°0L1 242 98041442
2Z'565'816'9 ZF'SOR'vER'S ZF'Go8'VER'D
A1'E58'ZrE 0L vLL9lZ 9e'G0R‘z ¥L'806'ELE
LZ'E56'E0E'E LO'LLELLE 8.9V 'EV6 £g'vos'cLL'L
Z¥'G8E'9/E" L 0%'E9L°GPB'L B4'089°06L 60°BGS'EB EG05Y'R95 & ¥6'pi2'002 81'652'592
98°/6EZ'851 0E'626°801 02'626'80}
00°000'00L'2 00'000°00F'2 00°000'000' 00°000'00%" L
£9'19Z'616 LE LES'BSE LE'1EG'B658
00'000'2YL'9 00°000°9EH'S 00'000'82S'E 8 00'000'016'L §
SELOR'06 % EEROLELS % GL'GIE'EE & BFZEL08F §

00 010z N335y {Enden Buneladn AJushy [EIGER] sdIn

Aup uinpueiawaly 5)958Y paxid AN 19MaG-1a18 /A pUB ISNa| |BJBUAD)
s[ejo] IIENEL) SpLnd [BJUSLLILIBADD

¢ Jo g 1@8ug
L=v Halyx3

(6002 1€ Y3HWID30 HO4 SIVLOL SAILVIYIWNOD HLIM]
0102 'Lt H3EIW32aa
SINNOJOV ONV SaNAd TV
- JONYIVE QNN ANV SIAY3SIY 'SIILNIEYT 'SL3SSVY 40 INJWILV1S GINIENOD

GOOMS10dS 40 HONOYWOd

8ougjeg pun.
pUE SaAlasay 'sailiger eloL

sHpaiD Jayo pue Aunb3 jelo)

QauEjeq pung
S19S8Y PaX|4 [EIOLDE) U] JUBLUISBAL|
'S1PaL JBUIQ pue Ajnbz

SaAI953Y PUE SAINIGEN |Ej0L

$9A19593 pajendoiddeun
saA1958) pajendolddy
S3DUEIQINIUT JO) sAlasay
pun4 JueIs)
51855y JOUIQ PUE S3|qEAIBD8Y JO) BAasay
UO[IEZ|UDLWY JO} 8Alasay pauaiag
UDJIEZIUOWY 10} AR50y
o|geAed spunyay|
SGONEZLOYINY Juatuaacidiy)
SaAlasay pue sajliqe Jagio
teduld - aigede sasea |ejdeg
53)JoN uoiedidiuy puog
a|qede ueon)
spuag |enag
sanosay uogendolddy
158A18S3Y PUE SalI0EN

FONY v NN
ONY SFAANYISTIY "SIILIEY




"SjUBWBIE]S {BIoUBUIY 0] s8joN BulAuedluoooe sag

18'€2L'9%2 §  /8°0P0'BOS'Z ¢ ODLLE'LOS'Z $  LE'922'EsD’L LL'BOB'EE6'VE § PEEVLOVR'EZ §
£9'GL6'6L E9'G/6'GL 60°89F'22% 60'89¥'225
€.'029'851 | 2. 029'851L 1
28 1EP 01 LB LEY'FOL
vZ'8¥L'04L § PZ'SO0CELZT § O0LLE'LOSZ §  LFOZE'OBE BO8FY8L00L § Z9LZL'ZRO6E §
L0'BYLEEE 9l'e2e'292'g B60°GLL¥ED'D
£9/E1L'6L E9'LEL'6LE 00'000'002
¥YZ8vL'oLL § vZS90°EL'Z § O0ZLE'L9SZ S 1A0¥0'V8 PEZLB6'LES'E §  EGOPEUPYE §
rO'801 052 ¥0'801'052
00'LG9GL.L 00 LS9'GLL
ELLLE'EL €L4.8'22 00°'005'6 LLOP0' 8 02'82e'1L62" L 6¥£81'202°1
LULZE'ZSL § LLBBL'60S'E 00 LL8'LGE'E
0000000 $ 00000002 4 00°000°642°L  § 0O0000'GLEL %
EERE )] [EMoY jebpng [EEERLEN] [EnoY 1@bpng
sjqeione [T a|geione [eur4
aDuBLEA aJugLEA

pun4 Bupesadp ANNN Jemag-181E A

pun4 ialng

0L0Z "LE ¥IdWII3d Q2ANZ YvVIA IvDISId IHL €04

sanuasay (210t

alloDU| 0} sUpaIn) Jauio
AlUNOD) pue 10o0ySS 0) PIEJV|IY Saxel
sanuanay 1abpng-uoN

s|elo] refpng

SBXE ] PaJDa||0oUn JO) BAIBSaY
Buipnjou| sasoding jedisiuniy to) xe] oo
@8png |edipiunjy 1o
poddng 10) sexe] Ag pasiey 8q 0] Junowy
saxe) Juanbusq woyy sidisnsy

SJUBIS) BIBAlH 9 8]1E)1S ‘[elapad

Pl 21E1S

SanuaAgy SNOaUe||ads|y

SIUBY 1amag-18]1EAA

pajedpiuy aoueleg pung
‘SanusAay

SONND ONILYEIHO ALTILN ¥3IMIS-HILIVM ANY LNIHHND - TYNLOV aNv 13odngd

SISVA AHOLNLYLS - IONYIVE QNN NI SIONVHD ANV SHSNAdXT 'SANNIAIY 40 LTNIWILVLS aINIgWNOD
aoOMSL0dS 40 HONOYOd

€40 LJesys
¢V HaIYxy




"sjuaLLaIR)g [erueUyd of sajoN Bulduedwoone aag

DOZLE'LOG'E §  O0LLE'LOGE § EO'P6B'089'6 § €O'v68'089'6 § saimipuadx3 1@bpng |ejol
00°000'96G 00'000'S6S SaXB| Pa138||00uUn 101 aAlasay
00°Z9l'0¥ 00'Z9L'0F 00°'000'02 00°000'02 safileyd pausag
00'S56'0L5 00°656'918 00°'85L'¥58 0065158 adiAleg 108
00°000'0L 00°000'0L 00'000'se 00°000'62 sjuslisAcidw| [Bydes
0000Z'PEG'L $  0D00Z'PE6'L § Buneisdg
6/ ZEV'EGE 642E¥'ESE sweibold s1eald pue gielg ‘|eepad
DO'EBL'ELL DOEGL'ELL oM 011aNd
00°288'¥E 00'/8R'FE 278G UBWINH pUE yjjeaY
ve 0.2 108 ve 042 L0E Aeigry
00'GLB LEY 00'G.8'LEY Ayajeg olqnd
00°0¥2'801 00°0vZ'30L aoueBINsU|
00’0008 00°000'8 jusuiuianog |elauag
‘8dvD 8piEinN0
00'9E5'ER8 DO'9ES'EE8 saimpuadxs Aonieg pue sabiey) patiagag
00°05 0005 juabunuon
00°000'0eC 00°000'022 s1507) |esodsiq 81SeAA PUCS/AIUPUET
00'0S9'6LY 00°059'6Lp $2SBYDIN YiNg pue sesuadx3 ANn
00°'500'991L 00°600'991 8dlAteg UBLUNK puUE )jesH
00°GEG'9E 00'GER'QE LIoREaoay pUE syied
D0'066'L6 00066’ L6 apoD UoRINIsuUND
00°G09'05. 00°G09'0S2 SMI0M ONgnd
00'156'9.9' 00°LGR'9L9'e Alajeg aqnd
00°09F° 150" L 00°09%'£G0'E anuBINSY;
00°002'51 00°00Z'SE LONBSIUILY 85N pUET
00'55%'L 19 $ 00°'S5F'119 b ILBWLIBAQL) [BJBUID)
:SdvD 2PIsY)
dJueind
:sainypusdxy
{BIgeIDABRIN]) [ET0Y {=bpng {B[qeIoAETN) ey jeBpiy
siqeloaey jeurd D|qRIoAEL ={tE
SoLBLBA aaueuen
puny Buneladn AN 1emes-Is1e pun4 WwauUny

0102 1€ ¥38NIO3d AIANT HvIA T1vISId IHL HOd
SANND ONILVHILO ALINLA 43MIS-H31IVM OGNV INTFHHND - TVNLOVY ANV 1394N4
SISVH AMOLNLVLS - DNV 1VE ONNd NI SFONVHD ANV §3SNIdX3 S3NNIATYE 40 LNFADIVLS A3INIBAOD
JOOMSL10OdS JdO HONOYOA

£ J0 g 198us
¢ Hamyx3



"BIUBLISIBIS [BIoUBLl4 O $8j0N BuiAuedwoooe asg

LS PP0'ZPE LG PP0'ZhE ¢ BZLEF' LPE'L BZLEFLPE'L  § 0102 ‘L€ Jaquadaq ‘asuejeg pund
D0°000'00€ 00°000°002 00°000'6.2'L 00°000°GLE"L anuaasy pajediopuy Se UojezHIN
Ag pasealosad
LS ¥P0'2PS LSPP0'EYS & 8zZ'LeVy'9L9'g ge'LEy'ole’e  $
9 0ZE'GBE 9'02€'562 £2°00L'8£5"1 22°00L'BES"L 0loz ‘4 Aenuer 'soueleq pund
LBETLOVE igeeL'ore $ LO'LEE'BLO'L 10iee'80'L % aoue|eg pund 0} s58axX3 AMojniels
DOLLE'LOS'Z $  00°Z1€106'2 % (9€'568'Y) 0/ /EQ'SYR'EE §  PEZPL'OPE'EE § sanypuadx3 [ejoL
(9g'568'F) 9¢'668'y sasuadxd layl0
64 ¥0L28ELL 62 ¥0L° 288" 11 S8Xe] |00yog 10Uisig |B007
ZEEVI'TLL'T  § TGEPLELLT % psniuo pue
pappy Aunon Bupnpu sexe| Ajunog
({panupuon) seinypuadx3y
(EREPEIENR) [enoy jz]ilelate] {EFEEIE Y [EmoY °bpng
ajBlorB =7 2|qRIONES [2Uld
BOUBLEA auBUEA

pun4 buneiadg AN Jamas-laiep

Ejogiesys
-V HqIux3

pundg Juaiung

0102 "L £ ¥38WIDIA QITNI ¥vIA TvISIHd IHL HOG

SANNL ONILYHIH0 ALMILN ¥3IMIS-HILVM ANV LNIHEND - TYALOY ANV 1390ng

SISVH AHOLN1VLS - SONYIVE ANNd NI SHONVYHOD OGNV SISNIA4XA SINNIAIY 40 INIWILVLS GINIGNOD

AOOMSLOdS 40 HONOWOS]



BORQUGH OF SPOTSWOQOOD
GENERAL CAPITAL FUND
STATEMENT OF CHANGES N FUND BALANCE -
STATUTORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2010

Exhibit A-3

BALANCE, DECEMBER 31, 2009 5 62,370.91
INCREASED BY
Cancellation of Funded Improvement Authorizations $ 57,243.76
Refunding Bond Excess Proceeds 8,556.04
Premium on Sale of Bond Anficipation Notes 5,707.00 71,506.80
$ 133,877.71
DECREASED BY
Appropriated to Finance Improvement Authorization 55,000.00
BALANCE, DECEMBER 31, 2010 3 78,877.71

See accompanying Notes to Financial Statements.




BOROUGH OF SPOTSWOOD
WATER-SEWER UTILITY CAPITAL FUND

STATEMENT OF CHANGES IN FUND BALANCE -

STATUTORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2010

BALANCE, DECEMBER 31, 2009

INCREASED BY
Cancellation of Funded Improvement Authorizations $ 23,718.07
Refunding Bond Excess Proceeds 4,214.17
Premium on Sale of Bond Anticipation Notes 4,133.00

Exhibit A-4

26,739.84

32,065.24

DECREASED BY
Preliminary Expenses Reserved

BALANCE, DECEMBER 31, 2010

See accompanying Notes {o Financial Statements.

58,805.08

25,000.00

33,805.08




BCROUGH OF SPOTSWOOD

CURRENT FUND

Exhibit B-1
Sheet 1 of 3

COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES

AND FUND BALANCE - STATUTORY BASIS

AS OF DECEMBER 31. 2010 AND 2009

ASSETS

Current Fund:
Cash and Cash Equivalents $

Receivables and Other Assets with Full Reserves:
Delinquent Property Taxes Receivable $
Tax Title Liens
Property Acquired for Taxes, Assessed Valuation
Revenue Accounts Receivable
Interfunds Receivable-

Due from Trust Other Fund
Due from Payroll Fund

$
Deferred Charges $
Total Current Fund $
Grant Fund;
Grants Receivable $
Interfund Receivable - Due from Current Fund
Total Grant Fund $

Total Assets 3

Balance

December 31,

2010

Balance

December 31,

2009

2,921,391.68

2,685,225.79

270,759.11
66,991.41
2,633,400.00
9,660.25

2,600.00
205.36

271,928.92
56,983.51
2,533,400.00
24,556.57

2,400.00
266.93

2,883,616.13

2,889,535.93

40,000.00

60,000.00

5,845,007.81

5,634,761.72

193,870.86
273,908.74

208,327.60
240,186.25

467,779.60

448,513.85

6,312,787.41

6,083,275.57




BOROUGH OF SPOTSWOOD

CURRENT FUND

COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES

AND FUND BALANCE - STATUTORY BASIS

AS OF DECEMBER 31, 2010 AND 2009

LIABILITIES, RESERVES AND
FUND BALANCE

Current Fund:
Liabilities and Other Reserves:
Appropriation Reserves $
Reserve for Encumbrances
Accounts Payable
Prepaid Taxes
Tax Overpayments
Library Reserve
Commitments Payable
Local School Taxes Payable
Due to County for Added and Omitted Taxes
Due to State of New Jersey (Chapter 20, P.L. 1971)
Due State of New Jersey - Various Fees
Prepaid Licenses
Reserve for Update of Master Plan, Appropriated
Reserve for Private Citizen Contribution -
Defibulator, Appropriated
Reserve for State Tax Appeals
Reserve - Cable TV Grant, Unappropriated
Interfunds Payable:
Due to Grant Fund

Total Liabilittes and Other Reserves 5

Balance

December 31,

2010

Exhibit B-1
Sheet 2 of 3

Balance

December 31,

2009

480,792.48
246,782.85
2,290.00
83,620.13

115,036.11
170,110.79
5,354.37
12,394.03
995.00
1,320.00
44,850.00

2,505.00
160,000.00
20,000.00

273,908.74

443,576.03
183,080.66

106,943.49
6,645.00
10,497.91
87,345.41

5,281.17
12,132.60
1,232.00
2,850.00
44,850.00

2,505.00
60,000.00

240,186.25

1,619,860.40

1,207,125.52




Exhibit B-1

Sheet 3 of 3
BORQUGH OF SPOTSWOQOD
CURRENT FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES
AND FUND BALANCE - STATUTORY BASIS
AS OF DECEMBER 31, 2010 AND 2009
Balance Balance
December 31, December 31,
2010 2009
LIABILITIES, RESERVES AND
FUND BALANCE (CONTINUED)
Current Fund {Continued):
Reserve for Receivables and Other Assels $ 2,883,616.13 $ 2,889,535.93
Fund Balance $ 1,341,431.28 $ 1,538,100.27
Total Current Fund $ 5,845,007.81 $ 5,634,761.72
Grant Fund:

Reserve for Grants:
Appropriated $ 319,916.49 3 352,624.88
Unappropriated 52,154.66 62,123.73
Reserve for Encumbrances 95,708.45 33,765.24
Total Grant Fund 3 467,779.60 $ 448,513.85
Total Liabilities, Reserves and Fund Balance $ 6,312,787.41 $ 6,083,275.57




BORCUGH OF SPOTSWOCQD

CURRENT FUND

Exhibit B-2
Sheet 1 0f 2

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGES IN FUND BALANCE -

STATUTORY BASIS

FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

Revenues and Other Income Realized:
Fund Balance Utilized
Miscellaneous Revenues Anticipated
State Aid
Federal, State and Private Grants
Receipts from Delinquent Taxes
Amount to be Raised by Taxation for Support of
Municipat Budget
Non-Budget Revenues
Other Credits to Income:
Unexpended Balance of Appropriation Reserves
and Reserve for Encumbrances
Current Budget Appropriations Canceled
Prior Year Interfund Returned
Canceltation of Tax Overpayments
Cancellation of Raserve for State Tax Appeals
Current Taxes Allocated to School and County

Total Income

Expenditures:
Budget and Emergency Appropriations:
Within CAPS:
General Gavernment
Land Use Administration
Insurance
Public Safety
Public Works
Health and Human Service
Parks and Recreation
Utility Expenses and Bulk Purchases
Landfill/Solid Waste Disposal Costs
Construction Code
Contingent
Deferred Charges and Statutory Expenditures
Qutside CAPS:
General Government
Public Safety
insurance

2010

1,275,000.00
1,291,228.20
715,651.00
250,108.04
279,137.63

6,267,323.16
164,431.87

302,804 .14
210,252.02
2,666.93
6,645.00

14,158,620.72

009

1,225,000.00
1,319,827.09
899,625.00
167,829.70
254,424.73

6,062,162.33
145,858.74

350,108.20
101,168.69
12,498.19

25,000.00
14,037,527 .41

24,923,968.71

24,591,030.08

611,455.00
15,200.00
1.051,460.00
2,616,951.00
750,605.00
166,005.00
36,935.00
419,650.00
220,000.00
91,990.00
50.00
883,536.00

8,000.00
437,875.00
108,240.00

621,885.07
20,500.00
1,020,750.00
2,628,270.00
736,2685.00
185,080.00
38,635.00
385,500.00
220,000.00
102,290.00
100.00
356,600.00

8,000.00
459,183.00



BORQUGH OF SPOTSWOOD

CURRENT FUND

Exhibit B-2
Sheet 2 of 2

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGES IN FUND BALANCE -

STATUTORY BASIS

FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

Expenditures (Continued):
Budget and Emergency Appropriations (Continued):
Cutside CAPS (Continued):
Library
Health and Human Service
Public Works
Federal, State and Private Programs
Capital Impravements
Municipal Debt Service
Deferred Charges/Statutory
Reserve for Uncollected Taxes
County Taxes
County Taxes, Added and Omitted:
2008
2009
2010
Regional District School Taxes
Prior Year Senior Citizens and Veterans Disallowed
Interfund Advanced
Refund of Prior Year Revenue

Total Expenditures

Excess in Revenue over Expenditures

Statutory Excess to Fund Balance

Fund Balance, January 1

Decreased by;
Utilization as Anticipated Revenue

Fund Balance, December 31

2010

307,270.24
34,887.00
173,193.00
253,432.79
25,000.00
854,159.00
20,000.00
595,000.00

2,766,788.15

1,227.59
4,126.78

11,387,704.79

2,000.00
2,805.36
90.00

2009

315,959.17

33,600.00
223,735.00
171,154.45

55,000.00
789,5628.93
533,079.50
558,000.00

2,815,227 .25

572.01
4,709.18

11,217,581.00

2,000.00
2,400.00

23,845,637.70

23,505,644 .54

1,078,331.01

1,078,331.01

1,5638,100.27

1,085,385.54

1,085,385.54

1,677.714.73

2,616,431.28

1,275,000.00

1,341,431.28

2,763,100.27

1,225,000.00

1,938,100.27
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BORQUGH OF SPOTSWOOD

GENERAL CAPITAL FUND

Exhibit D-1

COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES

AND FUND BALANCE - STATUTORY BASIS

AS OF DECEMEER 31, 2010 AND 2009

ASSETS
Cash and Cash Equivalents
Intergovernmental Accounts Receivable
Deferred Charges to Future Taxation:

Funded
Unfunded

Capital Lease Obligations - Unfunded

Total Assets

Sheet 10f 2

Balance Balance

December 31, December 31,
2010 2009

911,5656.22 957,543.67
709,859.67 890,000.00
2,769,531.31 3,289,261.63
1,837,801.569 1,745,879.48
4,607,332.90 5,035,241.11
108,928.30 158,297.86
6,337,678.09 7.041,082.64




BOROUGH OF SPOTSWOOD

GENERAL CAPITAL FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES

Exhibit D-1

AND FUND BALANCE - STATUTORY BASIS

AS OF DECEMBER 31, 2010 AND 2009

LIABILITIES, RESERVES AND

FUND BALANCE

Serial Bonds

MCXIA Loan

Bond Anticipation Notes

Capital Lease Payable - Principal

Other Liabilities and Reserves:
Capital Improvement Fund
Reserve for Encumbrances
Retained Percentage Due Contractors
Reserve for Downtown Business District
Improvement Grant, Unappropriated

improvement Authorizations:
Funded
Unfunded

Fund Balance

Total Liabilities, Reserves and Fund Balance

$
5

£

Sheet 2 of 2

Balance Balance

December 31, December 31,
2010 2008
1,910,000.00 $ 2,340,000.00
859,531.31 949,261.63
1,400,000.00 $ 1,300,000.00
108,829.30 3 158,297.86
53,653.81 $ 45,153.81
149,417.09 6,730.20
3,704.04

15,000.00
206,774.94 $ 66,893.01
548,606.70 $ 1,096,913.89
1,224,958.13 1,067,345.34
1,773,564 .83 $ 2,164,259.23
78,877.71 $ 62,370.91
6,337,678.09 § 7.,041,082.64

There were Bonds and Notes Authorized But Not Issued as of December 31, 2010 in the amount of

$437,801.59



Exhibit E-1

BOROUGH OF SPOTSWOOD
WATER-SEWER UTILITY OPERATING FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES
AND FUND BALANCE - STATUTORY BASIS
AS OF DECEMBER 31, 2010 AND 2009

Balance Balance
December 31, December 31,
2010 2009
ASSETS

Cash and Cash Equivalents 528,618.35 $ 445 660.17

Receivables and Other Assets:
Consumer Accounts Receivable 293,283.20 $ 317,874.35
Inventory 36,235.00 35,309.00
3258,518.20 3 353,183.35
Total Assets 858,136.55 3 798,843.52

LIABILITIES, RESERVES AND
FUND BALANCE
Liabilities:

Appropriation Reserves 92,975.75 3 64,285.29

Other Liabilities and Reserves:
Reserve for Encumbrances 74,698.82 3 65,716.84
Accrued [nterest on Bonds and Notes 18,270.57 18,784.87
Customer Overpayments 628.70 552.53
93,598.09 $ 86,054.24
Reserve for Receivables and Other Assets 329,518.20 $ 353,183.35
Fund Balance 342,044.51 3 295,320.684
Total Liabilities, Reserves and Fund Balance 858,136.55 3 798,843.52




BOROUGH OF SPOTSWQOD

WATER-SEWER UTILITY OPERATING FUND

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE IN

OPERATING FUND BALANCE - STATUTORY BASIS

FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2008

Revenue and Other Income Realized:
Fund Balance Utilized
Rents
Miscellanecus
Other Credits to Income:
Unexpended Balance of Appropriation Reserves
Current Budget Appropriations Canceled

Total Income
Expenditures:
Operating
Capital Improvements
Debt Service
Deferred Charges and Statutory Expenditures
Refund of Prior Years Revenue
Total Expenditures
Excess in Revenue

Statutory Excess to Fund Balance

Fund Balance, January 1

Decreased by:
Utilized by Water-Sewer Utility Operating Budget

Fund Balance, December 31

010

200,000.00
2,509,188.11
22,877.13

66,001.15
9,974.48

2,808,040.87

1,934,200.00
70,000.00
516,955.00
40,162.00

2,561,317.00

246,723.87

246,723.87

295,320.64

542,044.51

200,000.00

200,000.00

342,044.51

R

Exhibit £-2

2008

180,000.00
2,142,463.73
18,002.90

104,691.25
50,208.25

2,485,366.13

1,757,625.00
20,000.00
498,329.00
38,415.00
598.40

2,314,867.40

180,398.73

180,398.73

294,921.91

475,320.64

180,000.00

180,000.00

285,320.64




BOROUGH OF SPOTSWOOD
WATER-SEWER UTILITY OPERATING FUND
STATEMENT OF REVENUES - STATUTORY BASIS

YEAR ENDED DECEMBER 31. 2010

Exhibit E-3

Excess
or
Anticipated Realized (Deficit)
Fund Balance Anticipated $ 200,000.00 $ 200,000.00
Rents 2,142,463.00 2,299,834.11 $ 157,371.11
Rents - Rate Increase
Effective April 1, 2009 209,354.00 208,354.00
Miscellaneous 9,500.00 2287713 13,377.13
$ 2,661,317.00 $ 2,732,0685.24 $ 170,748.24

ANALYSIS OF REALIZED REVENUES
Miscellaneous:

Interest on Delinguent Accounts $ 6,964.61
Interest Earned on Investments 7.221.43
Taps 2,200.00
Sewer Tie-In 1,600.00
Meters and Meter Test Fees 200.00
Water Turn on Fee 1,751.39
Refund of Prior Year Expenditures 2,393.80
Miscellaneous 520.90
Duplicate Utility Bili Fee 25.00

$ 22,877.13
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Exhibit F-1

BOROUGH OF SPOTSWOOD
WATER-SEWER UTILITY CAPITAL FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES,
RESERVES AND FUND BALANCE - STATUTORY BASIS
AS OF DECEMBER 31, 2010 AND 2009

Balance Balance
December 31, December 31,
2010 2009
ASSETS
Cash and Cash Equivalents $ 1,008,212.64 5 914,626.42
Fixed Capitai § 9,595,835.50 $ 9,553,525.35
Fixed Capital Authorized and Uncompleted 2,214,200.78 2,241 918.B5
$ 11,810,036.28 $  11,795,444.20
Total Assets $ 12,908,248.92 $ 12,710,070.62
LIABILITIES AND RESERVES
AND FUND BALANCE
Serial Bonds $ 3,528,000.00 $  3,802,000.00
Bond Anticipation Notes $ 1,000,000.00 % 800,000.00
Other Liabilities and Reserves -
Capital Improvement Fund $ 74,876.78 5 69,876.78
Reserve for Encumbrances 90,784.00 41,830.50
Retained Percentage Due Contractor 10,485.26
Reserve for Water-Sewer Line Evaluation 25,000.00
5 190,660.78 5 122,192.54
Improvement Authorizations:
Funded $ 501,432.87 $ 614,200.78
Unfunded 442 313.91 525,493.26
$ 043,746.78 3 1,139,684.04
Reserve for Amortization $ 6,934,865.42 $ B,518,555.27
Deferred Reserve for Amortization 3 277,170.86 3 300,888.93
Fund Balance $ 33,805.08 $ 26,739.84
Total Liabilities, Reserves and Fund Balance $ 12,908,248.92 % 12,710,070.62

There were Bonds and Notes Autharized but not 1ssued at December 31, 2010 in the amount of $70,000.00.



Exhibit G-1

BOROUGH OF SPOTSWOOD
GENERAL FIXED ASSETS ACCOUNT
COMPARATIVE STATEMENT OF GENERAL FIXED ASSETS
AS OF DECEMBER 31, 2010 AND 2009

Balance Balance
December 31, December 31,
2010 2009
General Fixed Assets:
Land $ 888,704.00 5 888,704.00
Buildings 4,626,347.00 4,626,347.15
Machinery and Equipment 1,932,410.00 1,920,186.32
Vehicles 2,163,092.00 1,899,236.00

Investment in General Fixed Assets $ 9.610,553.00 $ 9,334,473.47




Note 1.

BOROUGH OF SPOCTSWOOQOD
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity - The Borough of Spotswood (the "Borough") is located

approximately forty miles southwest of the City of New York and sixty miles
northeast of the City of Philadelphia. The population, according to the 2010
census, is 8,257.

The Borough operates under the Faulkner Act, Mayor-Council Plan B form of
government. The Council consists of five members. All action is passed by a
majority or, when required, a 2/3 vote of Council. The Mayor does not vote but
has veto power over all ordinances, which can be overridden by a 2/3 vote of the
Council.

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

is the recognized standard setting body for establishing governmental accounting
and financial reporting principles. However, the accounting policies of the
Borough conform to the accounting principles applicable to municipalities that
have been prescribed by the Division of Local Government Services, Department
of Community Affairs, State of New Jersey. These principles are an “Other
Comprehensive Basis of Accounting® (OCBOA) which differs from accounting
principles generally accepted in the United States of America ("GAAP") for
governmental entities. Such principles and practices are designed primarily for
determining compliance with legal provisions and budgetary restrictions and as a
means of reporting on the stewardship of public officials with respect to public
funds. Under this method of accounting, the Borough accounts for its financial
transactions through the following separate funds and an account which differs
from GAAP.

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

Trust Fund - The records of receipts, disbursement and custodianship of
monies in accordance with the purpose for which each reserve was created
are maintained in Trust Funds. These include the Animal Control Trust Fund,
Trust Other Fund, Trust Assessment Fund and Utility Trust Assessment
Fund.

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




Note 1.

BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Description of Funds (Continued)

Water-Sewer Utility Operating Fund and Capital Fund — The Water-Sewer
Utility maintains an Operating Fund and Capital Fund which reflect revenue,
expenditures, stewardship, acquisitions of ulility infrastructure and other
capital facilities, debt service, long-term debt and other related activity.

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

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

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

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

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




Note 1.

BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31. 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting {Continued)

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

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

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

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

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

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

Reserve for Encumbrances - As of January 1, 1886 all local units were
required by Technical Accounting Directive No. 85-1, as promulgated by the
Division of Local Government Services, to maintain an encumbrance
accounting system. The directive states that contractual orders outstanding
at December 31 are reported as expenditures through the establishment of
an encumbrance payable. Encumbrances do not constitute expenditures
under GAAP.

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




Note 1.

BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

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

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

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

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

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



Note 1.

BOROUGH OF SPOTSWOOD

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

C. Basis of Accounting (Continued)

Fixed Assets

General - In accordance with Technical Accounting Directive No. 85-2,
Accounting for Governmental Fixed Assets, as promulgated by the
Division of Local Government Services, which differs in certain respects
from GAAP, the Borough has developed a fixed asset accounting and
reporting system.

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

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

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

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

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

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

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



Note 1.

BOROUGH OF SPOTSWQOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting {Continued)

Fixed Assets (Continued)

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

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

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

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




Note 2.

BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

CASH AND CASH EQUIVALENTS AND INVESTMENTS

A. Cash and Cash Equivalents

New Jersey statutes permit the deposit of public funds in institutions located in
New Jersey, which are insured by the Federal Deposit Insurance Corporation
(FDIC) or any other agencies of the United States that insures deposits or the
State of New Jersey Cash Management Fund.

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

In addition, by regulation of the Division of Local Government Services,
municipalities are allowed to deposit funds in Government Money Market Mutual
Funds purchased through state registered brokers/dealers and banks.

In accordance with the provisions of the Governmental Unit Deposit Protection
Act of New Jersey, public depositories are required to maintain collateral for
deposits of public funds that exceed insurance limits as follows:

The market value of the collateral must equal five percent of the average
daily balance of public funds or

If the pubiic funds deposited exceed 75 percent of the capital funds of the
depository, the depository must provide collateral having a market value
equal to 100 percent of the amount exceeding 75 percent.

All collateral must be deposited with the Federal Reserve Bank, The Federal
Home Loan Bank Board or a banking institution that is a member of the Federal
Reserve System and has capital funds of not less than $25,000,000.00.



BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

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

B. Investments

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

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

o Government money market mutual funds.

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

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

« Any other obligations with maturities not exceeding 397 days, as
permitted by the Division of Investments.

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

o New Jersey State Cash Management Fund.

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

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

C. Risk Analysis

As of Pecember 31, 2010, the Borough had funds on deposit in checking,
statement savings and New Jersey Cash Management Accounts. The amount of
the Borough's Cash and Cash Equivalents on deposit as of December 31, 2010
was $6,067,113.10. These funds constitute "deposits with financial institutions"
as defined by GASB Statement No. 40. There was no securities categorized as
Investments as defined by GASB Statement No. 40.
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BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

TAXES AND TAX TITLE LIENS RECEIVABLE

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

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

Tax installments not paid by the above due dates are subject to interest penalties
determined by a resolution of the governing body. The rate of interest in accordance
with the aforementioned resolution is 8% per annum on the first $1,500.00 of
delinquency and 18% on any delinquency in excess of $1,500.00. The resolution
also sets a grace period of ten days before interest is calculated. In addition, any
delinquency in excess of $10,000.00 at the end of the calendar year is subject to a
6% penalty on the unpaid balance.

Taxes unpaid on the 11" day of the eleventh month in the fiscal year when the taxes
became in arrears are subject to the tax sale provisions of the New Jersey statutes.
The municipality may institute in rem foreclosure proceedings after six months from
the date of the sale if the lien has not been redeemed.

Comparative Schedule of Tax Rates (per $100.00 of Assessed Valuation)

2010 2009 2008 2007 2006

Tax Rate $ 2713 $ 2658 $ 2590 $ 2460 $ 2290
Appeortionment of Tax Rate:
Municipal 0.811 0.778 0.740 0.654 0.591
County:
Regular 0.347 0.339 0320 0.303 0276
Open Space 0.025 0.039 0.038 0.037 0.032

Local School 1.530 1.502 1492 1.466 1.391
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NOTES TO FINANCIAL STATEMENTS (CONTINUED})

BOROUGH OF SPOTSWOOD

TAXES AND TAX TITLE LIENS RECEIVABLE (CONTINUED)

YEAR ENDED DECEMBER 31. 2010

Assessed Valuation

2010
2009
2008
2007
2006

$

744,371,970.00
746,811,008.00
751,746,603.00
746,290,022.00
739,666,679.00

Comparison of Tax Levies and Collections

Year

2010
2009
2008
2007
2006

Taxlevy

$§ 20,231,37163 &
19,884,155 49
19,527,635.21
18,489,022 61
17,066,813.97

Delinquent Taxes and Tax Title Liens

Year

2010
2009
2008
2007
2006

Tax
Tite Liens

$ 66,991.41
56,883.51
50,729.24
44,634 97
38,846.59

Delinguent
Taxes

$ 270,759.11
271,928.92
252,531.39

285,975.04
253,482.29

Codllections

19,930,943.88
19,591,689.74
19,269,996.34
18,182,265.49
16,799,729.13

Total
Delinquent

337,750.52
328,91243
303,26063
330,610.01
292,328 .88

Percentage

of Collections

98.52%
98.53%
98.68%
98.34%
98.44%

Percentage
of Tax Levy

1.67%
1.62%
1.55%
1.78%
1.71%



BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

Note 4. PROPERTY ACQUIRED BY TAX TITLE LIEN LIQUIDATION
The value of property acquired by liquidation of tax title liens on December 31, on the
basis of the last assessed valuation of such properties, was as follows:
Year Amount
2010 $ 2,533,400.00
2009 2,533,400.00
2008 2,533,400.00
2007 2,533,400.00
2006 2,533,400.00
Note 5. WATER-SEWER UTILITY RECEIVABLE

The Water-Sewer Ulility customers are billed guarterly on a cycle basis. All bills are
due within thirty-three (33) days. No reserves for doubtful accounts are required to
be established and the Borough has the right to subject unpaid balances to the same
provisions as unpaid taxes for tax sale.

Comparison of Billings and Collections

Water and Sewer

*

L2

Year Rents Levied Collections™*
2010 2,484,596.96 2,509,188.11
2009 = 2,237,634.54 2142,463.73
2008 1,814,081.84 1,828,704.64
2007 1,886,118.04 1,869,452.94
2006 1,868,117.27 1,862,003.94

Rate increase effective in 20089.

Includes collections of Water-Sewer Rents that may have been levied in prior years.



BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

Note 6. EUND BALANCES APPROPRIATED

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

Utilized Percentage

Balance in Budget of of Fund
Year December 31 Succeeding Year Balance Used
Current Fund
2010 $ 1,341,431.28 $ 1,072,500.00 79.95%
2009 1,538,100.27 1,275,000.00 82.89%
2008 1,677,714.73 1,182,000.00 70.45%
2007 1,462,646.81 1,140,912.00 78.00%
2006 1,257,648.69 1,040,000.00 82.69%
Water-Sewer Utility Operating Fund
2010 $ 342,044 .51 % 237,597.00 69.46%
2008 295,320.64 200,000.00 67.72%
2008 294,921.91 180,000.00 61.03%
2007 527,830.36 350,000.00 66.31%
2006 634,991.03 340,000.00 53.54%

Note 7. DEFERRED CHARGES TO BE RAISED IN SUCCEEDING YEARS' BUDGETS

Certain expenditures are required to be deferred to budgets of succeeding years. At
December 31, 2010, the following deferred charges are shown on the Balance
Sheets of the various funds:

Balance to
Balance 2010 Budgets of
December 31, Budget Succeeding
2010 Appropriation Years
Current Fund:
Special Emergency per NJS 40A:4-53;
Update of Master Plan $ 6000000 $ 2000000 $ 40,000.00

The appropriations in the 2011 Budget are not less than that required by statute.



BOROUGH OF SPOTSWOOD

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2010

Note 8. MUNICIPAL DEBT

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

Surmmary of Munigipal Debt (Excluding Current and Operating Debt)

Issued
General:
Bonds, Notes and Loans
Water-Sewer Utility:
Bonds and Notes

Net Debt Issued

Authorized but Not [ssuad
General:
Bonds and Notes
Waler-Sewer Utility:
Bonds and Notes

Total Autharized but Not Issued

Net Bonds and Notes Issued and
Authorized but Not Issued

Year 2010 Year 2008 Year 2008
4,169,531.31 $§ 4,589,261.63 $ 4,508,122.11
4,528,000.00 4,602,000.00 4,397,000.00
8,697,531.31 $ 9,191,261.63 §$ 8,905,122.11
437,801.59 $ 447,979.48 5 £86,427.89
70,000.00 374,000.00 899,000.00
507,801.58 $ 821,979.48 § 1,585,427.89
9,205,332.90 § 10,013,241.11 $ 10,490,550.00
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BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

MUNICIPAL DEBT (CONTINUED)

Summary of Statutory Debt Condition, Annual Debt Statement

The summarized statement of debt condition that follows is prepared in accordance
with the required method of setting up the Annual Debt Statement and indicated a
staiutory debt of 0.503%.

Gross Debi Deductions Net Debt
Regional School District Debt $ 0,165,00000 § 916500000 % None
Water-Sewer Utility Debt 4,598,000.00 4,598,000.00 None
General Debt 4,607,332.90 None 4,607,332.90

$ 18,370,332.90 $ 13,763,000.00 % 4,607,332.90

Net Debt $4,607,332.90 divided by Equalized Valuation basis per N.J.S. 40A:2-2,
$915,885,891.00 equals 0.503%.

The foregoing debt information is in agreement with the Annual Debt Statement as
filed by the Chief Financial Officer.

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

3%% of Average Equalized Valuation Basis (Municipal) $ 32,056,006.18
Net Debt 4,607,332.90

Remaining Borrowing Power $ 27,448,673.28




BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

Note 8.  MUNICIPAL DEBT (CONTINUED)

Calculation of “Self-Liquidating Purpose”, Water-Sewer Utility, per N.J.S.40A:2-45

Cash Receipts for Fees, Rents and

Other Charges for the Year $ 2,729,150.54
Deductions:

Operating and Maintenance Costs $ 1,974,362.00

Debt Service 506,980.52 2.481,342.52
Excess in Revenue $ 247.,808.02

There being an excess in revenue for the Water-Sewer Utility, the fund was self
liquidating and therefore, all the related debt is deductible for purposes of the Annual
Debt Statement and resultant net debt calculation.
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BOROUGH OF SPOTSWOOD

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2010

MUNICIPAL DEBT (CONTINUED)

Long-Term Debt — Bonds

As of December 31, 2010, the Borough's long-term debt is as follows:

General Serial Bonds

$1,740,000.00 2010 Refunding Bonds due in annual
installments of $170,000.00 to $195,000.00 through
Cctober 2018 ranging from 2.25% {o 5.00%.

$1,260,000.00 2002 Bonds due in annual instaliments

of $175,000.00 to $210,000.00 through December
2012 at an interest rate of 3.30%.

Water-Sewer Utility Capital Fund Serial Bonds

$860,000.00 2010 Refunding Bonds due in annual
installments of $40,000.00 to $100,000.00 through
October 2018 at interest rates ranging from 2.25%
to 5.00%.

$3,818,000.00 2002 Bonds due in annual instaliments
of $170,000.00 to $290,000.00 through December
2022 at an interest rate of 4.15%.

$

&R

1,525,000.00

385,000.00

1,910,000.00

765,000.00

2,763,000.00 *

3,528,000.00

5,438,000.00

*  The 2002 Water-Sewer Utility Bonds of this issue maturing on or after
December 1, 2013 shall be redeemable at the option of the Borough in whole
on any date or in part on any interest payment date on or after December 1,
2012 at the respective prices expressed as percentages of principal amount
set forth below (the “redemption price"), plus, in each case, accrued interest

to the date fixed for redemption at 100%.
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BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

MUNICIPAL DEBT (CONTINUED)

Redemption of Bonds

If the Borough determines to redeem a portion of the Bonds prior to maturity,
such Bonds shall be selected in inverse order of maturity and by lot within a
maturity by the Chief Financial Officer or her designee. So long as the Bonds are
in Book-Entry form in the DTC System, the portion of such Bonds to be
redeemed shall be selected in a matter consistent with DTC practices.

Unless waived by any owner of Bonds to be redeemed, official notice of any such
redemption shall be given by the Registrar on behalf of the Borough by mailing a
copy of an official redemption notice by registered or certified mail at least thirty
(30) days and not more than sixty (60) days prior to the date fixed for redemption
to the registered owner of the Bond or Bonds to be redeemed at the address
shown on the Bond Registrar or at such other address as is furnished in writing
by such registered owner to the Registrar.

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

Next Five (5) Years and Every Five (5) Years Thereafter

Calendar General Capital Fund
Year Principal interest Total

Next Five (5) Years:

2011 365,000.00 75,841.26 440,841.26
2012 405,000.00 60,566.26 465,566.26
2013 185,000.00 43,886.26 238,886.26
2014 195,000.00 34,136.26 229,136.26
2015 195,000.00 24,386.26 219,386.26
1,355,000.00 238,816.30 1,593,816,30

Thereafter:
2016 195,000.00 18,992.50 213,992.50
2017 190,000.00 12,480.00 202,480.00
2018 170,000.00 5,860.00 175,860.00
555,000.00 37,332.50 592.332.50
$ 1,910,000.00 $ 276,148.80 $ 2,186,148.80




BOROUGH OF SPOTSWOOD

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2010

Note 8. MUNICIPAL DEBT (CONTINUED)

Long-Term Debt — Bonds (Continued)

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

Next Five (5) Years and Every Five (5) Years Thereafter (Continued)

Calendar Water-Sewer Utility Fund
Year Principal Interest Total
Next Five (5) Years:
2011 $§ 2860,000.00 146,059.50 406,059.50
2012 275,000.00 134,504.50 409,504.50
2013 290,000.00 122,284.50 412,284.50
2014 300,000.00 109,442.00 409,442.00
2015 310,000.00 96,142.00 406,142.00
1,435,000.00 608,432.50 2,043,432.50
Thereafter:

20186 320,000.00 84,652.00 404,652.00
M7 325,000.00 72,272.00 397,272.00
2018 330,000.00 59,472.00 389,472.00
2019 260,000.00 46,397.00 3086,387.00
2020 280,000.00 35,607.00 315,607.00
1,515,000.00 298,400.00 1,813,400.00
2021 290,000.00 23,987.00 313,987.00
2022 288,000.00 11,952.00 289,952.00
578,000.00 35,935.00 613,938.00
5 3,528,000.00 942,771.50 4,470,771.50




BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

Note 8. MUNICIPAL DEBT (CONTINUED)

Long-Term Debt — Bonds {Continued)

Schedule of Annual Debt Service for Principal and Interest for Bonded Debt for
Next Five {5) Years and Every Five (5) Years Thereafter (Continued)

Calendar Total for all Funds - Bonds
Year Principal interest Total
Next Five (5) Years:
2011 5 625,000.00 221,900.76 846,900.76
2012 680,000.00 195,070.76 875,070.76
2013 485,000.00 166,170.76 651,170.76
2014 435,000.00 143,578.26 538,578.26
2015 505,000.00 120,528.26 625,528.26
2,790,000.00 847,248.80 3,637,248.80
Thereafter;

2016 515,000.00 103,644.50 618,644.50
2017 515,000.00 84,752.00 599,752.00
2018 500,000.00 65,332.00 565,332.00
2019 260,000.00 46,397.00 306,397.00
2020 280,000.00 35,607.00 315,607.00
2,070,000.00 335,732.50 2,405,732.50
2021 290,000.00 23,987.00 313,987.00
2022 288,000.00 11,952.00 299,952.00
578,000.00 35,939.00 613,939.00
3 5,438,000.00 1,218,920.30 6,656,920.30




BOROUGH OF SPOTSWOQD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

Note 8.  MUNICIPAL DEBT (CONTINUED)

Long-Term Debt — Loan — General Capital Fund

The Borough participated in the form of loans from Middlesex County Improvement
Authority Capital Equipment and Improvement Reserves Bonds as follows:

Loan dated December 12, 2008 in the original amouni
$708,122.11 with annual maturities from $64,471.72 to
$82,630.61 at interest rates of 3.0% to $4.2% and final

maturity on September 15, 2018. 3 585,837.02

Loan dated September 30, 2009 in the original amount

of $301,198.41 with annual maturities from $27,454.97

to $33,942.33 at inferest rates of 2.0% to 3.0% and final

maturity on September 15, 2019. $ 273,694.29
$ 859,531.31

Repayments for next five (5) years and five (5) years thereafter are as follows:

Calendar
Year Principal Interest Total
Next Five (5) Years:
2011 91,926.69 28,121.52 120,048.21
2012 94,802.34 25,638.28 120,440.62
2013 97,912.94 22,934.22 120,847.16
2014 101,128.04 20,053.86 121,181.90
2015 104,451.20 16,987.86 121,439.06
490,221.21 113,735.74 603,956.95
Thereafter:
2016 108,036.92 13,445.70 121,482.62
2017 111,746.52 9,627.30 121,373.82
2018 115,584.33 5,477.36 121,061.69
2019 33,842.33 1,018.26 34,960.59
369,310.10 29,568.62 388,878.72
858,531.31 143,304.36 1,002,835.67
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BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

MUNICIPAL DEBT (CONTINUED)

School Debt Deductions

School debt is deductible up to the extent of 4% of the Average Equalized Assessed
Valuations of real property for the Local School District.

Bond Anticipation Notes

Original Payment
Interast Issue Required
Rate Date Amount First Final
General Capital Fund 1.375% 2006 %  295,000.00 2009 2017
1.375% 2007 87,000.00 2010 2018
1.375% 2008 410,000.00 2011 2019
1.375% 2009 308,000.00 2012 2020
1.375% 2010 300,000.00 2013 2021

$ 1,400,000.00
Water-Sewer Utility Capital Fund 1.375% 2008 § 175,000.00 2007 2015
1.375% 2009 525,000.00 2011 2019
1.375% 2010 300,000.00 2012 2020

$ _1,000,000.00

$ 2,400,000.00

Bonds and Notes Authorized but not Issued

At December 31, 2010, the Borough of Spotswood has authorized but not issued
bonds and notes as follows:

General Capital Fund 3 437,801.59
Water-Sewer Utility Capital Fund 70,000.00

5 507,801.59

Continuing Disclosure Reguirement

As a resuit of the issuance of General Obligation Bonds, the Borough is obligated to
comply with the Securities and Exchange Commission Rule 15¢2-12 related to the
Annual Continuing Disclosure Requirement, which has been complied with for 2009
and 2010.
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YEAR ENDED DECEMBER 31, 2010

LEASES

Middlesex County [Improvement Authority (MXCIA) — The Borough entered into
various capital equipment lease programs with MXCIA. The leases are for various
equipment that is owned by the MXCIA and to which the Borough has a bargain
purchase option at the end of the lease period in the amount of $1.00.

Capital L ease

The Borough is obligated under three (3) separate lease agreements with the
MXCIA entered into in the years 2005, 2006 and 2007. Interest and principal are
provided for in the Current Fund budget excluded from CAPS as part of the debt
service appropriation.

Appropriated in the Current Fund - Debt Service Appropriation

Year Excluded from "CAPS"
Ending Prior to Jufy 1, 2007 Subseqguent to July 1, 20067
Dec. 31 Principal Interest Principal Interest
2011 $ 24,463.00 $ 4,490.00 5 10,548.15 $ 1,010.28
2012 15,183.00 3,625.00 10,548.15 474 .67
2013 15,183.00 2,913.00
2014 15,183.00 2,372.00
2015 15,183.00 854.00
2016 2,638.00 282.00

$ 87,833.00 $ 14,536.00 § 21,096.30 $ 1,484.95
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YEAR ENDED DECEMBER 31, 2010

LEASES (CONTINUED)

Appropriated in the Current Fund - Debt Service Appropriation
Excluded from "CAPS"

Year

Ending Total

Deg. 31 Principal Interest Total
2011 $ 35,011.15 3 5,500.28 $  40,511.43
2012 25,731.15 4,099.67 29,830.82
2013 15,183.00 2,913.00 18,096.00
2014 15,183.00 2,372.00 17,555.00
2015 15,183.00 854.00 16,037.00
2016 2,638.00 282.00 2,8920.00

$  108,8929.30 3 16,020.95 $  124,950.25

Operating Lease — The Borough in 2008 entered into a lease agreement for two
(2) police cars funded through the MXCIA Capital Equipment and Improvement
Revenue Bond Series 2008. The principal and interest are provided in the
Current Fund Budget within the appropriation "CAPS" and are as follows:

Principal interest Total
2011 3 10,464.79 5 979.16 $ 11,443.95
2012 10,752.51 665.22 11,417.73
2013 10,964.35 342.64 11,306.99
3 32,181.65 $ 1,087.02 3 34,168.67

Continuing Disclosure Reguirements

As a result of the 2005 through 2008 lease agreements with the Middiesex County
Improvement Authority, the Borough is obligated to comply with the Securities and
Exchange Commission Rule 15¢2-12 related to the Annual Continuing Disclosure
Requirement, which has been complied with for 2009 and 2010.
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PENSION PLANS

Description of Systems

Substantially all of the Borough's employees participate in one of the following
contributory defined benefit public employee retirement systems which have been
established by State statute: the Public Employees' Retirement System (PERS) or
the Police and Firemen's Pension Fund (PFRS). These systems are sponsored and
administered by the New Jersey Division of Pensions and Benefits. The Public
Employees' Retirement System and the Police and Firemen's Retirement System are
considered cost sharing multiple-employer plans.

Fublic Employees' Retirement System

The Public Employees' Retirement System (PERS) was established January 1,
1855 under the provisions of N.J.S.A. 43:15A to provide coverage, including
post-retirement health care, to substantially all full-time employees and that all
earn greater than $1,500.00 of the State or any county, municipality, school
district or public agency provided the employee is not a member of another
State-administered refirement system. Membership is mandatory for such
empioyees and vesting occurs after eight to ten years of service and twenty-five
years for health care coverage. Members are eligible for retirement at age sixty
with an annual benefit generally determined to be 1/55™ of the average annual
compensation for the highest three fiscal years' compensation for each year of
membership during years of creditable service. Early retirement is available to
those under age sixty with twenty-five or more years of credited service. Anyone
who retires early and is under age fifty-five receives retirement benefits as
calculated in the above-mentioned formuta but at a reduced rate (one quarter of
one percent for each month the member lacks of attaining age fifty-five).

Police and Firemen's Retirement System

The Police and Firemen's Retirement System (PFRS} was established July 1,
1944 under the provisions of N.J.5.A. 43:16A to provide coverage to substantiaily
all full time county and municipal police or firemen and State firemen appointed
after June 30, 1944. Membership is mandatory for such employees. Members
may opt for Service Retirement if over age 55 or Special Retirement at any age if
they have a minimum of 25 years of service or 20 years of service if enrolled in
the PFRS as of January 18, 2000. Retirement benefits vary depending on age
and years of service.



BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

Note 10. PENSION PLANS (CONTINUED)

Contributions Required to be Made

Employee contributions for 2010 were five and one-half percent (5%%) of the
employee's base wages for PERS and eight and one-half percent {8%:%) for PFRS.
Employer's contributions are actuarially determined annually by the Division of
Pensions. The Borough's contributions to the plan for the past three (3) years are as

follows:
PERS
Borough

Less:

Liahility Pension
Year Narmal Accrued Credits * Net Cost Employees
2010 % B1,158.00 % 78,8200 % 0.00 $ 139,741.00 % 98,951.81
2009 54,283.00 62,797.00 0.00 117,090.00 126,764.90
2008 68,561.00 52,836.00 24,279.40 97,117.60 93,727.15

* Credits relate to reductions in the amounts due to the Systems that were a result of
legislation enacted by the State related to revisions in funding and actuarial

valuations.
PFRS
Borough
Liability
Year Normal Accrued Net Cost Employees
2010 5 230,191.00 $ 163,996.00 % 394,187.00 $ 150,332.11
2009 224,015.00 154,999.00 379,014.00 164,377.34
2008 223,077.00 131,823.00 354,900.00 148,546.52

All contributions were equal to the required contributions for each of the three (3)
years, respectively.
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BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

POST EMPLOYMENT RETIREMENT BENEFITS

In addition to the pension benefits described in Note 10, the Borough provides post
retirement healthcare benefits for employees who retire with 25 years or more of
service and their dependents. Benefits consist of full medical coverage as if the
individuals were still employed, until they become eligible for Medicare, at which time
Medicare becomes the primary insurer and the Borough plan becomes the
secondary insurer.

Pian Description — New Jersey State Health Benefits Program {(*“NJSHBP")

The NJSHBP as of July 1, 2010 had "local employees” statewide of 43,207 active
and 15,277 retired for a fotal of 58,484 members. The Borough had 43 active
and 32 retired employees for a total of 75.

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

The NJSHBP was extended to employees, retirees, and dependents of
participating local public employers in 1964. Local employers must adopt a
resolution fo participate in the NJSHBP. In the early 1980's, the Borough
authorized participation in the NJSHBP's post-retirement benefit program through
resolution.

The New Jersey State Health Benefits ("NJSHB") Commission is the executive
body established by stalute to be responsible for the operation of the NJSHBP.
The State of New Jersey Division of Pensions and Benefits issues a publicly
available financial report that includes financial statements and required
supplementary information for the NJSHBP and an annual actuarial valuation
report. Those reports may be obtained by writing fo: State of New Jersey
Division of Pensions and Benefits, P.O. Box 295, Trenton, NJ 08625-0295 or by
visiting their website at www.state.nj.us/treasury/pensions/gasb-43-sept2008.pdf.
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BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

POST EMPLOYMENT RETIREMENT BENEFITS (CONTINUED)

Funding Policy

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

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

Number Employer's
Fiscal Year of Employees Cost
2010 32 3 351,562.14
2008 32 320,778.15
2008 a0 295,503.41

RISK MANAGEMENT

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

For the year ending December 31, 2010, the Fund provided the following types of
coverages: Auto, General Liability, Workmen's Compensation, Property, Public
Officials Liability, Boiler and Employee Surety/Honesty.

The Borough has contracted with the JIF for the public officials’ surety bond
coverage. The coverage is subject to certain policy limits. The coverage is designed
to minimize the impact of any potential losses to the Borough for matters that may
have been caused or related to the Borough or its employees.



BOROUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

Note 12. RISK MANAGEMENT (CONTINUED)

New Jersey Unemployment Compensation Insurance

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

Employee
Year Ended Borough Amaount Ending
December 31, Contribution Reimbursed Balance
2010 $ 13,622.17 $ 30,058.18 $ 29291.01
2009 11,958.82 18,870.43 45827.02
2008 16,734.83 16,085.64 52,738.63

Note 13. INTERFUND RECEIVABLES AND PAYABLES

The following are refiected as interfund receivables and payables on the various
balance sheets:

Interfund Interfund
Fund Receivable Payable
Current $ 2,805.36 b 273,908.74
Grant 273,908.74
Trust Other 2,600.00
Payroll 205.36

3 276,714.10 $ 276,714.10
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BOROQUGH OF SPOTSWOOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

LENGTH OF SERVICE AWARDS PROGRAM

On November 7, 2000, the voters of the Borough approved a referendum authorizing
the establishment of a Length of Service Awards Program (LOSAP). The LOSAP
will provide tax-deferred income benefits to the active volunteer employees who are
eligible to participate.

The LOSAP funds are administered independently and distinct from the Borough and
are subject to a review in accordance with the American Institute of Certified Public
Accounts Standards for Accounting and Review Services. Participants are
responsible for the direction of the investments within their individual accounts. A
separate report as of December 31, 2010 revealed net assets before the 2010
contribution is $111,317.50. The Borough's contribution for 2010 is estimated to be
$16,500.00.

CONTINGENT LIABILITIES

A. Accrued Sick Pay

The Borough of Spotswood has a policy that employees are to be compensated
for vested rights in unused sick time at retirement. The Borough policy allows
employees to be paid for accumulated unused sick days up to December 31,
1983 at a rate of one day for each day unused at the current salary rale and for
days accumulated and unused from January 1, 1984 at the rate of one (1) day for
every two (2) unused at the current rate but not to exceed $12,000.00. The
Liability to employees at December 31, 2010 for retirement purposes is
$382,416.96.

The gross potential accrued sick pay liability as of December 31, 2010 for all
Borough employees, based on data on file in the Finance Office, is
$1,084,000.51. This amount is not an immediate liability and the likelihood of this
amount becoming due and payable at any time in the near future is remote.
However, the potential exists that the Borough may have, in the event that an
employee is out of work on an extended iliness and because of the nature of their
position, to temporarily replace the employee, which could result ultimately in
additional cost to the Borough.

The Borough's Governing Body had previously provided for the payment of
unused sick pay to retirees on a "pay as you go" basis. In more recent years
funds were provided in a specific line items in the budget and reserved. The
Balance Sheet of the Trust Other Fund reflects a Reserve for Accumulated
Absences in the amount of $160,977.74, which was raised in prior year's budgets
to provide a reserve to meet the expected liability.
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BORQUGH OF SPOTSWOQOD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2010

CONTINGENT LIABILITIES (CONTINUED)

B. New Jersey State Health Benefits

The Borough is a participant in the New Jersey State Health Benefits Plan (the
Plan) for medical coverage for its employees and their families. In 1992, the Plan
allowed participating municipalities the option to defer one month's premium
payment until such time when the municipality elected to terminate the Plan
coverage. The Borough of Spotswood elected to defer the one-month payment
and did not provide for twelve payments in the 1992 Municipal Budget. The
deferred payment represents a contingent liability of the Borough. The Borough
has not terminated its plan coverage as of the date of this report.

. Reserve for State Tax Appeals

The Borough has a Reserve for State Tax Appeals at December 31, 2010 of
$160,000.00, which represents an estimate for several tax appeals that are
pending for 2010. In the event the appeals are awarded in excess of that
amount, then a charge to Fund Balance/{Operations) will be needed.

. Litigation

The Borough Attorney and the Borough Administrator have represented that no
litigation exists, in which the Borough is involved that would have a material
adverse impact on the Borough.

. Grants

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

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and delivered by is executed
by the Borough of Spotswood, in the County of Middlesex, State of New Jersey (the “Township” or “Issuer”), in
connection with the issuance 0 $2,500,000* General Obligation Water-Sewer Utility Refunding Bonds, Series 2012 (the
“Refunding Bonds”), and $3,706,000* General Obligation Bonds, Series 2012, consisting of: $1,385,000* General
Improvement Bonds, Series 2012, and $2,321,000* Water/Sewer Utility Bonds, Series 2012 (collectively, the “New
Money Bonds” and together with the Refunding Bonds, the “Bonds”) of the Borough dated June 1, 2012. The Bonds
are being issued pursuant to a resolution entitled, “Bond Resolution Providing for the Sale and Issuance of General
Obligation Bonds of the Borough Not to Exceed $6,206,000 in Principal Amount Consisting of Not to Exceed
$1,385,000 General Obligation General Improvement Bonds, $2,321,000 General Obligation Water-sewer Utility Bonds
and $2,500,000 General Obligation Water-sewer Utility Refunding Bonds and Determining the Form and Other Details
of Such Bonds Authorized in and by the Borough of Spotswood, in the County of Middlesex, New Jersey” (the
“Resolution”), duly adopted by the Mayor and Council on May 21,2012. The proceeds of the Refunding Bonds are being
issued pursuant to a refunding bond ordinance of the Borough adopted on October 17,2011, and a resolution adopted
by the Borough Council on May 21, 2012, to provide for (a) the advance refunding of all or a portion of the Borough’s
originally-issued $3,818,000 Water-Sewer Utility Bonds, Series 2002 maturing on and after December 1, 2013 in the
total principal amount of $2,413,000 (the “Refunded Bonds”), and (b) the payment of certain costs associated with the
issuance of the Refunding Bonds. The proceeds of the New Money Bonds will be used to currently refund the Borough’s
outstanding $2,320,000 General Obligation Bond Anticipation Notes consisting of $1,400,000 General Obligation
General Improvement Bond Anticipation Notes (the “General Improvement Notes”) and $920,000 General Obligation
Water-Sewer Utility Bond Anticipation Notes (the “Water-Sewer Utility Notes” and together with the General
Improvement Notes the “Notes”) maturing on June 20, 2012, as well as to provide additional funds for General
Improvement projects and Water/Sewer Utility projects set forth in the ordinances listed in the Resolution, and pay the
costs of issuance in connection with the issuance of the Bonds. The Issuer covenants and agrees as follows:

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed and
delivered by the Issuer for the benefit of the Bondholders, including Beneficial Owners, and in order to assist the
Participating Underwriters in complying with S.E.C. Rule 15¢2-12(b)(5).

SECTION 2. Definitions. In addition to the definitions set forth in the Resolution, which apply to any
capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the following capitalized
terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the Issuer pursuant to, and as described in, Sections
3 and 4 of this Disclosure Certificate.

“Beneficial Owner” shall mean any person which has or shares the power, directly or indirectly, to make
investment decisions concerning the ownership of any Bonds (including persons holding Bonds through nominee

depositories or other intermediaries).

“Bondholder” or “Holder” or any similar term, when used with reference to a Bond or Bonds, means any person
who shall be the registered owner of any outstanding Bond, including holders of beneficial interests in the Bonds.

“Dissemination Agent” shall mean the Chief Financial Officer of the Borough of Spotswood or any official
thereof, or other entity subsequently designated as such by the Issuer.

C-3



“EMMA?” shall mean the Electronic Municipal Market Access system, a website created by the MSRB and
approved by the SEC to provide a central location where investors can obtain municipal bond information including
disclosure documents. The Issuer or the Dissemination Agent shall submit disclosure documents to EMMA as a PDF
file to “Financial Statements” means the audited financial statements of the Issuer for each Fiscal Year, including,
without limitation, balance sheets, statements of changes in fund balances and statements of current funds, revenues,
expenditures and other charges or statements that convey similar information.

“GAAP” means generally accepted accounting principles as in effect from time to time in the United States of
America, consistently applied, as modified by governmental accounting standards and mandated State statutory principles
applicable to the Issuer as may be in effect from time to time.

“GAAS” means generally accepted auditing standards as in effect from time to time in the United States of
America, consistently applied, as modified by governmental auditing standards and mandated State statutory principles
applicable to the Issuer as may be in effect from time to time.

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.

“MSRB” means the Municipal Securities Rulemaking Board. The address of the MSRB as of the date of this
Agreement is 1900 Duke Street, Suite 600, Alexandria, VA 22314

“OCBOA” means any other comprehensive basis of accounting as in effect from time to time in the State,
consistently applied. This basis of accounting is designed primarily for determining compliance with legal provisions
and budgetary restrictions and as a means of reporting on the stewardship of public officials with respect to public funds
and is a comprehensive basis of accounting other than generally accepted accounting principles. OCBOA includes with
the rules and regulations promulgated by the State of New Jersey, Department of Community Affairs relating to
governmental accounting.

“Participating Underwriter” shall mean any of the original underwriters of the Bonds required to comply with
the Rule in connection with offering of the Bonds.

“Repository” shall mean each National Repository and each State Repository.

“Rule” shallmean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission under the Securities
Exchange Act of 1934, as the same may be amended from time to time.

“State” shall mean the State of New Jersey.

“State Repository” shall mean any public or private repository or entity designated by the State of New Jersey
as a state repository for the purpose of the Rule. As of the date of this Agreement, there is no State Repository.

“Tax-exempt” shall mean that interest on the Bonds is excluded from gross income for federal income tax
purposes, whether or not such interest is includable as an item of tax preference or otherwise includable directly or

indirectly for purposes of calculating any other tax liability, including any alternative minimum tax or environmental tax.

SECTION 3. Provision of Annual Reports.

(a) (i) Not later than a date which is ninety (90) days after the date on which the Issuer is to have received
and filed its audited Financial Statements (prepared in accordance with the rules and regulations
promulgated by the State of New Jersey, Department of Community Affairs), as established by the
statutes of the State of New Jersey (N.J.S.A. 40A:5-4 et seq, as currently enacted, or as supplemented
or amended) which date is no later than six (6) months after the close of the fiscal year (the fiscal year
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is currently the calendar year and thus the audit is to be received by June 30 of each year), the Issuer
shall, or shall cause the Dissemination Agent, to provide to the MSRB an Annual Report which is
consistent with the requirements of Section 4 of this Disclosure Certificate. The filing of such Annual
Report shall commence not later than December 31, 2013. Not later than five (5) Business Days prior
to said date, the Issuer shall provide the Annual Report to the Dissemination Agent (if other than the
Issuer). The Annual Report may be submitted as a single document or as separate documents
comprising a package, and may cross-reference other information as provided in Section 4 of this
Disclosure Certificate; provided that the Financial Statements of the Issuer may be submitted
separately from the balance of the Annual Report.

(ii) The Annual Report may be provided to the State Repositories, if any.
(b) If the Issuer is unable to provide an Annual Report by the date required in
subsection (a), the Issuer shall send a notice to the MSRB, and may send same to

each Repository, in substantially the form attached as Exhibit A.

(c) The Dissemination Agent shall:

(i) File the Annual Report with the MSRB in an electronic format and accompanied by identifying
information as prescribed by the MSRB.

(ii) file a report with the Issuer certifying that the Annual Report has been provided pursuant to this
Disclosure Certificate, stating the date it was provided to the MSRB and listing all other Repositories to which it was
provided.

SECTION 4. Content of Annual Reports. The Issuer’s Annual Report shall contain or incorporate by
reference the following:

1. The Issuer’s Financial Statement for the prior fiscal year, or unaudited statements if audited
statements are not available.

2. Annual updates of economic information, financial information, schedules of Existing Debt
Maturities, and litigation information in the Official Statement dated June , 2012, relating to the Issuer.

3. Additional Information which the Issuer or its counsel determine to be material.
Any or all of the items listed above may be incorporated by reference from other documents, including official statements
of debt issues of the Issuer or related public entities, which have been submitted to each of the Repositories or the
Securities and Exchange Commission. If the document incorporated by reference is a final official statement, it must be

available from the MSRB. The Issuer shall clearly identify each such other document so incorporated by reference.

SECTION 5. Reporting of Significant Events.

(a) This Section 5 shall govern the giving of notices of the occurrence of any of the following events with
respect to the Bonds, as applicable, and the Issuer agrees to provide or to cause to be provided to the MRSB, within ten
(10) days of the occurrence of any of the following events with respect to the Bonds:

1. Principal and interest payment delinquencies;
2. Nonpayment related defaults, if material;
3. Unscheduled draws on debt service reserves reflecting financial difficulties;
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4. Unscheduled draws on credit enhancements reflecting financial difficulties;
5. Substitution of credit or liquidity providers, or their failure to perform,;

6. Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other
material notices or determinations with respect to the tax status of the Bonds, or other
material events affecting the tax status of the Bonds;

7. Modifications to rights of Bondholders, if material;

8. Bond calls, if material, and tender offers;

9. Defeasances of the Bonds;

10. The release, substitution or sale of property securing repayment of the Bonds, if material;
11. Ratings changes;

12. Bankruptcy, insolvency, receivership or similar event of the Agency;

13. The consummation of a merger, consolidation or acquisition involving the Agency or the sale

of all or substantially all of the assets of the Agency, other than in the ordinary course of
business, the entry into a definitive agreement to undertake such an action or the termination
of a definitive agreement relating to any such actions, other than pursuant to its terms, if
material; and

14. Appointment of a successor or additional trustee for the Bonds or the change of name of a
trustee for the Bonds, if material.

(b) Whenever the Issuer obtains knowledge of the occurrence of a Listed Event, the Issuer shall as soon
as possible determine if such event would constitute material information for holders of Bonds, provided, that any event
under subsection (a)(4), (5) or (6) will always be deemed to be material.

(c) Ifthe Issuer determines that knowledge of the occurrence of a Listed Event would be material, the Issuer
shall promptly file a notice of such occurrence with the MSRB. Notwithstanding the foregoing, notice of Listed Events
described in subsections (a)(4) and (5) need not be given under this subsection any earlier than the notice (if any) of the
underlying event is given to holders of affected Bonds pursuant to the Resolution.

SECTION 6. Termination of Reporting Obligation. The Issuer’s obligations under this Disclosure
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the Bonds.

SECTION 7. Dissemination Agent. The Issuer may, from time to time, appoint or engage a Dissemination
Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may discharge any such Agent, with
or without appointing a successor Dissemination Agent.

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure Certificate, the
Issuer may amend this Disclosure Certificate, and any provision of this Disclosure Certificate may be waived, if such
amendment or waiver is supported by an opinion of counsel expert in federal securities laws, to the effect that such
amendment or waiver would not, in and of itself, cause the undertakings herein to violate the Rule if such amendment
or waiver had been effective on the date hereof but taking into account any subsequent change in or official interpretation
of the Rule.
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SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to prevent the
Issuer from disseminating any other information, using the means of dissemination set forth in this Disclosure Certificate
or any other means of communication, or including any other information in any Annual Report or notice of occurrence
of a Listed Event, in addition to that which is required by this Disclosure Certificate. If the Issuer chooses to include any
information in any Annual Report or notice of occurrence of a Listed Event in addition to that which is specifically
required by this Disclosure Certificate, the Issuer shall have no obligation under this Agreement to update such
information or include it in any future Annual Report or notice of occurrence of a Listed Event.

SECTION 10.  Default. In the event of a failure of the Issuer to comply with any provision of this Disclosure
Certificate any Bondholder may, at the Bondholder’s cost and expense, take such actions as may be necessary and
appropriate, including seeking mandate or specific performance by court order, to cause the Issuer to comply with its
obligations under this Disclosure Certificate. A default under this Disclosure Certificate shall not be deemed an Event
of Default under the Resolution, and the sole remedy under this Disclosure Certificate in the event of any failure of the
Issuer to comply with this Disclosure Certificate shall be an action to compel performance.

SECTION 11.  Duties Immunities and Liabilities of Dissemination Agent. The Dissemination Agent shall
have only such duties as are specifically set forth in this Disclosure Certificate, and the Issuer agrees to indemnify and
save the Dissemination Agent, its officers, directors, employees and agents, harmless against any loss, expense and
liabilities which it may incur arising out of or in the exercise or performance ofits powers and duties hereunder, including
the costs and expenses (including attorneys fees) of defending against any claim of liability, but excluding liabilities due
to the Dissemination Agent’s negligence or willful misconduct. The obligations of the Issuer under this Section shall
survive resignation or removal of the Dissemination Agent and payment of the Bonds.

SECTION 12.  Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the Issuer, the
Dissemination Agent, the Participating Underwriters and holders from time to time of the Bonds, and shall create no
rights in any other person or entity.

BOROUGH OF SPOTSWOOD

COUNTY OF MIDDLESEX, NEW JERSEY

By:

, Chief Financial Officer

Dated: June_ , 2102
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EXHIBIT A

NOTICE OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: Borough of Spotswood
Name of Bond Issue:

$2,500,000* General Obligation Water-Sewer Utility Refunding Bonds, Series 2012 (the “Refunding
Bonds”), and $3,706,000* General Obligation Bonds, Series 2012, consisting of: $1,385,000* General Improvement
Bonds, Series 2012, and $2,321,000* Water/Sewer Utility Bonds, Series 2012 (the “New Money Bonds”, and
collectively with the Refunding Bonds, the “Bonds™)

Date of Issuance: June ,2012
NOTICE IS HEREBY GIVEN that the Issuer has not provided an Annual Report with respect to the above-named
Bonds as required by the Resolution dated June 1, 2012 as amended and supplemented, and the Continuing

Disclosure Certificate dated June __, 2012.

The Issuer anticipates that the Annual Report will be filed by

BOROUGH OF SPOTSWOOD
COUNTY OF MIDDLESEX, NEW JERSEY

, Chief Financial Officer

Dated:
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LAW OFFICE OF JOHN G. HUDAK, ESQ., LLC
812 NORTH WOOD AVENUE
SUITE 304
LINDEN, NEW JERSEY 07036
(908) 925-0784
(908) 925-0787- FAX

jhudakesq@aol.com
JOHN G. HUDAK. Esq.

MARIO A. FERRARO, Esq.

June ,2012

Mayor and Members of the
Borough Council

Borough of Spotswood
County of Middlesex

State of New Jersey

Dear Mayor and Council Members:

We have acted as Bond Counsel in connection with the issuance by the Borough Of Spotswood, County of
Middlesex, New Jersey (hereinafter the “Borough” or “Issuer”) of $2,500,000* Water/Sewer Utility Refunding Bonds,
Series 2012 (hereinafter referred to as the “Bonds”) dated June_,2012. The Bonds shall mature on December 1, 2012
in the years and in the amounts set forth below:

Year Principal Amount* Interest Rate
2012 $ 10,000
2013 220,000
2014 225,000
2015 230,000
2016 235,000
2017 240,000
2018 245,000
2019 260,000
2020 275,000
2021 285,000
2022 275,000
REDEMPTION

The Bonds are not subject to optional redemption prior to maturity.

We have examined the law and such certified proceedings and other documents as we deem necessary to render
this opinion.


mailto:jhudakesq@aol.com

We have not been engaged or undertaken to review the accuracy, completeness or sufficiency of the Official
Statement or other offering materials relating to the Bonds (except to the extent, if any, stated in the Official Statement)
and we express no opinion relating thereto (excepting only the matters set forth as our opinion in the Official Statement).

As to questions of fact material to our opinion, we have relied upon the certified proceedings and other
certifications of public officials furnished to us without undertaking to verify same by independent investigation. We
have examined and relied upon originals or copies authenticated or certified to our satisfaction by officers of the Issuer,
and such other documents which we have deemed relevant and necessary as to the basis of the opinions herein set forth.
In making such examination, we have assumed the genuineness of all signatures, and the authenticity of the documents
tendered to us as originals, and the conformity to original documents of all documents submitted to us as certified or
as photostatic copies. We have not reviewed and are not expressing an opinion with respect to any statistical or
financial data or other information relating to the Issuer which may have been similarly executed and authenticated.
Further, in expressing such opinions, we have relied upon the genuineness, truthfulness and completeness of the
resolutions, documents, certificates and records referred to herein and the accuracy of the statements of fact contained
in such documents, and the representations made to us by representatives of the Issuer as to the application of the
proceeds of the Bonds, and the nature and use of the projects financed thereby.

We have been advised on this date that there is no litigation threatened or pending which, in any manner,
affects the validity of the Bonds.

The Issuer has covenanted pursuant to a resolution authorizing the issuance of the Bonds and an Arbitrage and
Use of Proceeds Certificate dated as of the date hereof, to comply with any continuing requirements that may be
necessary to preserve the exclusion from gross income under the Internal Revenue Code of 1986, as amended (the
“Code”), of interest on the Bonds and to prevent interest on the Bonds from being treated as an item of tax preference
under Section 57 of the Code.

Based upon the foregoing, we are of the opinion that, under existing law:

1. The Bonds are valid and binding general obligations of the Issuer, issued pursuant a refunding bond
ordinance of the Borough adopted on October 17,2011, and a resolution adopted by the Borough Council on May 21,
2012.

2. All taxable property within the territory of the Issuer is subject to ad valorem taxation without
limitation as to rate or amount to pay the Bonds. The Issuer is required by law to include in its annual tax levy the
principal and interest coming due on the Bonds to the extent the necessary funds are not provided from other sources.

3. Except as hereinafter described, interest on the Bonds is excluded from gross income for federal
income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax imposed
on individuals; it should be noted, however, that for the purpose of computing the alternative minimum tax imposed
on corporations (as defined for federal income tax purposes), such interest is taken into account in determining adjusted
current earnings. The opinions set forth in the preceding sentence are subject to the condition that the Issuer complies
with all requirements of the Code that must be satisfied subsequent to the issuance of the Bonds in order that interest
thereon be, or continues to be, excluded from gross income for federal income tax purposes. The Issuer has covenanted
to comply with such requirements. Failure to comply with certain of such requirements may cause the inclusion of
interest on the Bonds in gross income for federal income tax purposes to be retroactive to the date of issuance of the
Bonds.

No opinion is expressed, however, as to the extent the accrual or receipt of interest on the Bonds may
otherwise affect the federal income tax liability of or other consequences to the recipients thereof, which will depend

on each recipient’s particular status and other items of income or deduction.

We express no opinion regarding other federal tax consequences arising with respect to the Bonds
except as specifically stated herein.
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4. Interest on the Bonds and any gain on the sale of the Bonds are not included in gross income under
the New Jersey Gross Income Tax Act, as presently enacted and construed as of the date hereof.

Except as set forth above in paragraphs 3 and 4, we express no opinion as to any other federal, state or local
tax consequences of acquiring, carrying, owning or disposing of the Bonds.

From and after the date hereof, certain requirements and procedures contained or referred to in the Bond
Resolution and other relevant documents may be changed and certain actions may be taken, under the circumstances
and subject to the terms and conditions set forth in such documents, upon the advice or with the approving opinion of
nationally recognized bond counsel. We express no opinion as to any Bonds, or the interest thereon, if any such change
occurs or action is taken upon the advice or approval of other bond counsel.

There can be no assurance that legislation will not be introduced and enacted after the issuance and delivery
of the Bonds so as to cause interest on the Bonds to be subject to federal income taxation or to impose additional
requirements as a condition of the exclusion of such interest from gross income, or the continuation of such exclusion
after issuance, or to affect the tax treatment of such interest received by certain holders of the Bonds, or the market value
of the Bonds. Furthermore, we take no responsibility for the continuing review or verification as to the satisfaction of
the requirements under the Code, or any similar or related legislation when enacted or amended.

This opinion is qualified to the extent that the enforceability (but not the validity) of the Bonds. It is to be
understood that the rights of the holders of the Bonds and the enforceability thereof may be subject to bankruptcy,
insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights heretofore or hereafter enacted
to the extent constitutionally applicable and that their enforcement may also be subject to the exercise of judicial
discretion in appropriate cases.

Very truly yours,
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LAW OFFICE OF JOHN G. HUDAK, ESQ., LLC
812 NORTH WOOD AVENUE
SUITE 304
LINDEN, NEW JERSEY 07036
(908) 925-0784
(908) 925-0787- FAX

jhudakesq@aol.com
JOHN G. HUDAK. Esq.

June ,2012

Mayor and Members of the
Borough Council

Borough Of Spotswood
County of Middlesex

State of New Jersey

Dear Mayor and Council Members:

We have acted as Bond Counsel in connection with the issuance by the Borough Of Spotswood, County of
Middlesex, New Jersey (hereinafter the “Borough” or “Issuer”) of $3,706,000* General Obligation Bonds, Series 2012,
consisting of: $1,385,000* General Improvement Bonds, Series 2012, and $2,321,000* Water/Sewer Utility Bonds,
Series 2012 of the Borough dated June 1,2012 (hereinafter referred to as the “Bonds”). The Bonds shall mature on June
15 in the years and in the amounts set forth below:

GENERAL OBLIGATION GENERAL IMPROVEMENT BONDS, SERIES 2012

Year Principal Interest
(June 15) Amount Rate
2013 i $200,000

2014 i $200,000

2015 i $225,000

2016..eeieeiiiennne $225,000

2017 i $225,000

2018 e $200,000

2019 i $110,000

WATER/SEWER UTILITY BONDS, SERIES 2012

Year Principal Interest
(June 15) Amount Rate
2013 e $175,000

2014 i $175,000

2015 i $175,000

2016 coeeeeeieenne $200,000

2017 i $200,000

2018 e $225,000

2019 i $225,000

2020, . ciiieiennen $300,000

20210 $300,000

20220 $346,000


mailto:jhudakesq@aol.com

REDEMPTION
The Bonds are not subject to optional redemption prior to maturity.

We have examined the law and such certified proceedings and other documents as we deem necessary to
render this opinion.

We have not been engaged or undertaken to review the accuracy, completeness or sufficiency of the
Official Statement or other offering materials relating to the Bonds (except to the extent, if any, stated in the
Official Statement) and we express no opinion relating thereto (excepting only the matters set forth as our opinion
in the Official Statement).

As to questions of fact material to our opinion, we have relied upon the certified proceedings and other
certifications of public officials furnished to us without undertaking to verify same by independent investigation.
We have examined and relied upon originals or copies authenticated or certified to our satisfaction by officers of
the Issuer, and such other documents which we have deemed relevant and necessary as to the basis of the opinions
herein set forth. In making such examination, we have assumed the genuineness of all signatures, and the
authenticity of the documents tendered to us as originals, and the conformity to original documents of all documents
submitted to us as certified or as photostatic copies. We have not reviewed and are not expressing an opinion with
respect to any statistical or financial data or other information relating to the Issuer which may have been similarly
executed and authenticated. Further, in expressing such opinions, we have relied upon the genuineness, truthfulness
and completeness of the resolutions, documents, certificates and records referred to herein and the accuracy of the
statements of fact contained in such documents, and the representations made to us by representatives of the Issuer
as to the application of the proceeds of the Bonds, and the nature and use of the projects financed thereby.

We have been advised on this date that there is no litigation threatened or pending which, in any manner,
affects the validity of the Bonds.

The Issuer has covenanted pursuant to a resolution authorizing the issuance of the Bonds and an Arbitrage
and Use of Proceeds Certificate dated as of the date hereof, to comply with any continuing requirements that may be
necessary to preserve the exclusion from gross income under the Internal Revenue Code of 1986, as amended (the
“Code”), of interest on the Bonds and to prevent interest on the Bonds from being treated as an item of tax
preference under Section 57 of the Code.

Based upon the foregoing, we are of the opinion that, under existing law:

1. The Bonds are valid and binding general obligations of the Issuer, issued pursuant to Bond
Ordinances of the Borough (the “Bond Ordinance”), which were, in all respects, duly adopted and published in
accordance with the Local Bond Law, N.J.S.A. 40A:2-1, et seq., a Bond Resolution of the Issuer adopted March 21,
2012.

2. All taxable property within the territory of the Issuer is subject to ad valorem taxation without
limitation as to rate or amount to pay the Bonds. The Issuer is required by law to include in its annual tax levy the
principal and interest coming due on the Bonds to the extent the necessary funds are not provided from other sources.

3. Except as hereinafter described, interest on the Bonds is excluded from gross income for federal
income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax imposed
on individuals; it should be noted, however, that for the purpose of computing the alternative minimum tax imposed
on corporations (as defined for federal income tax purposes), such interest is taken into account in determining adjusted
current earnings. The opinions set forth in the preceding sentence are subject to the condition that the Issuer complies
with all requirements of the Code that must be satisfied subsequent to the issuance of the Bonds in order that interest
thereon be, or continues to be, excluded from gross income for federal income tax purposes. The Issuer has covenanted
to comply with such requirements. Failure to comply with certain of such requirements may cause the inclusion of
interest on the Bonds in gross income for federal income tax purposes to be retroactive to the date of issuance of the
Bonds.
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No opinion is expressed, however, as to the extent the accrual or receipt of interest on the Bonds may
otherwise affect the federal income tax liability of or other consequences to the recipients thereof, which will depend
on each recipient’s particular status and other items of income or deduction.

We express no opinion regarding other federal tax consequences arising with respect to the Bonds
except as specifically stated herein.

4. Interest on the Bonds and any gain on the sale of the Bonds are not included in gross income under
the New Jersey Gross Income Tax Act, as presently enacted and construed as of the date hereof.

Except as set forth above in paragraphs 3 and 4, we express no opinion as to any other federal, state or local
tax consequences of acquiring, carrying, owning or disposing of the Bonds.

From and after the date hereof, certain requirements and procedures contained or referred to in the Bond
Resolution and other relevant documents may be changed and certain actions may be taken, under the circumstances
and subject to the terms and conditions set forth in such documents, upon the advice or with the approving opinion of
nationally recognized bond counsel. We express no opinion as to any Bonds, or the interest thereon, if any such change
occurs or action is taken upon the advice or approval of other bond counsel.

There can be no assurance that legislation will not be introduced and enacted after the issuance and delivery
of the Bonds so as to cause interest on the Bonds to be subject to federal income taxation or to impose additional
requirements as a condition of the exclusion of such interest from gross income, or the continuation of such exclusion
after issuance, or to affect the tax treatment of such interest received by certain holders of the Bonds, or the market value
of the Bonds. Furthermore, we take no responsibility for the continuing review or verification as to the satisfaction of
the requirements under the Code, or any similar or related legislation when enacted or amended.

This opinion is qualified to the extent that the enforceability (but not the validity) of the Bonds. It is to be
understood that the rights of the holders of the Bonds and the enforceability thereof may be subject to bankruptcy,
insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights heretofore or hereafter enacted
to the extent constitutionally applicable and that their enforcement may also be subject to the exercise of judicial
discretion in appropriate cases.

Very truly yours,
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