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May 20, 2009

Honorable Mayor and Members of the Governing Body
Borough of Red Bank '
County of Monmouth, New Jersey

The Comprehensive Annual Financial Report for the Borough of Red Bank, County of
Monmouth, State of New Jersey, for the year ended December 31, 2008 is submitted herewith
and includes financial statements and supplemental schedules. | believe it is accurate in all
material respects; that it is presented in a manner designed to set forth fairly the financial
position and results of operations of the Borough of Red Bank as measured by the financial
activity of its various funds and account groups; and that all disclosures necessary to enable the
reader to gain an understanding of the Borough's financial affairs have been included.

The Comprehensive Annual Financial Report is presented in four sections: introductory,
financial, statistical and auditor's comments and recommendations. The introductory section
includes this transmittal letter, the Borough's organization chart and a list of principal officials.
The financial section includes the annual financial statements and individual fund financial
schedules; as well as the independent auditors' report. The statistical section includes selected
financial, economic and demographic information, generally presented on a multi-year basis.
Responsibility for completeness and clarity of the report, including disclosures, rests with the
Chief Financial Officer and ultimately with the Mayor and Council.

The financial statements have been audited by DAK CPA, Long Branch, New Jersey,
independent certified public accountants whose opinion is expressed in the financial section.
Please note that the auditors' report is unqualified and states that the financial statements are
presented fairly in conformity with the basis of accounting as prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey.



PRESENT AND FUTURE CHALLENGES

2008 saw a decrease in our fund balance. The

historical average. The challenges for the futu

current tax collection rate was in line with the
re include maintaining our excellent collection

percentage, continuing to improve miscellaneous revenues and limiting the growth of
expenditures in order to continue to hold the tax rate to a nominal annual increase.

The Current Fund, which finances most of the o
total income of $46,992,850 and total expenditu
summarize revenues and expenses for 2008 and 2007.

perational areas of our local government, had
res of $45,873,642. The following schedules

Comparative Summary of Current Fund Revenues

Increase/(Decrease)
2008 2007 $ %
Fund Balance $ 1,300,000 $ 1,300,000 $ %
Municipal Purposes Tax 10,344,639 8,663,680 1,680,959 19.40
Delinquent Tax Receipts 962,571 728,821 233,750 32.07
Miscellaneous Anticipated
Revenues 3,794,444 4,227.426 (432,982) (10.24)
Intergovernmental Revenue 3,134,643 5,339,090 (2,204,447) (41.29)
Other Credits to Income 561,705 396,680 165,025 41.60
Miscellaneous Revenue 130,718 270,384 (139,666) (51.65)
$ 20,228,720 $ 20,926,081 $ (697,362) (3.33) %

1. Real Estate Taxes - These are the taxes levied on all property owners residing in the

Borough.

2. Delinguent Tax Receipts - This represents receipts from delinquent taxes and tax title liens.

3. Intergovernmental Revenue - This represents funds received fr

or the Federal Government in the form of grants or direct aid.

om the State of New Jersey

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

separately above.



The decrease in budgetary expenditures in 2008 over 2007 was approximately 5.35% as

follows:
Increase/(Decrease)
Function 2008 2007 $ %

General Government 3,031,531  § 2,457480 $ 574,051 23.36 %
Land Use Administration 181,800 198,000 (16,200) (8.18)
Insurance 2,480,500 2,340,000 140,500 6.00
Public Safety 4,841,439 4,737,600 103,839 219
Public Works 1,406,526 1,381,380 25,146 1.82
Landfil/Solid Waste Disposal Costs 525,000 580,000 (55,000) (9.48)
Health and Welfare 217,886 198,066 19,820 10.01
Parks and Recreation 454,007 445734 8,273 1.86
Utility Expenses and Bulk Purchases 657,774 587,000 70,774 12.06
Uniform Construction Code 295,210 283,100 12,110 428
Contingent 1,500 2,200 (700) (31.82)
Deferred Charges and Statutory

Expenditures 472,459 723,090 (250,631) (34.66)
State and Federal Grants 190,977 2,568,346 (2,377,369) (92.56)
Capital Improvements 30,000 60,000 (30,000) (50.00)
Municipal Debt Service 3,484,439 2,787,078 697,361 25,02
Reserve for Sick Pay 35,957 50,000 (14,043) (28.09)
Reserve for Uncollected Taxes 870,674 861,775 8,899 1.03

$__19177,678 $ 20,260,849 $ (1,083 170.72) (5.35) %

The decrease in the State and Federal Grants expenditures accounts for the overall expenditure
decrease. Certain grants that were funded by State agencies for affordable housing at the
Crossings in 2007 did not recur in 2008.

The Borough operates Water-Sewer and Parking Utilities. These budgetary subdivisions were
created to allow for the segregation of the revenue and expense of these operating Enterprises
of the Borough. The Ultilities are under the operational control of the Mayor and Council.

The Water-Sewer Utility serves the entire Borough, which encompasses 4,500 accounts and a
population of 10,000. Water-Sewer Utility revenues realized were about 3% less then
anticipated.  However, cancelled appropriations contributed enough revenue to offset
anticipated revenue shortfalls and resulted in a increase in fund balance.

The Parking Utility operates metered municipal parking lots and owns a 450 car parking garage,
which it leases to Riverview Medical Center. Revenues in 2008 exceeded expenses by
$130,715 which was almost identical to the 2007 results of operations.

Both the Parking Utility and Water-Sewer Utility remained self-liquidating for 2008.

The Mayor and Council continue to pursue areas of budgetary reduction and revenue
enhancement in order to control or eliminate the need for tax increases for municipal purposes.



MAJOR ACTIVITIES AFFECTING BUDGET/FINANCIAL CONDITIONS

The Borough of Red Bank encompasses 1.8 square miles. It is a fully developed mature
community with a strong commercial and professional office district surrounded by single-family
residential homes and several apartment complexes. It has a diverse, stable population. A

downtown special improvement district has helped make our commercial district thrive in an
unprecedented manner.

The Mayor and Council have undertaken an aggressive capital improvement program to
improve infrastructure and municipal services. The resulting increase in debt service has been
countered with increased revenues from grants and other municipal revenue sources. Local

purpose tax rates have increased by an annual average of less than approximately four percent
since 1992.

PROSPECTS FOR THE FUTURE

Reductions in state aid and increases in mandated expenditures resulted in a moderate tax rate
increase proposed for the 2009 budget as introduced. Future developments should be added to
the tax rolls in 2010. These new ratables should help stabilize future municipal tax rates.

LOCAL ECONOMIC EVENTS

The Borough continued to show a good financial condition for 2008 as evidenced by the
following:

*  Our Current Fund balance was $1,400,703.

*  Our Tax Collection percentage for 2008 was 97.38%, up slightly from the prior year.

CASH MANAGEMENT
The Borough invests all surplus funds for appropriate periods of time as determined by the Chief
Financial Officer. During 2008, funds were invested in the New Jersey Cash Management
Fund, TD/Commerce Bank and Shrewsbury State Bank sweep accounts.

DEBT ADMINISTRATION

The current outstanding net debt of the Borough is $15,250,682, which represents .678% of its
average equalized value. Debt service appropriations for 2008 for the Current Fund were 18%
of total Current Fund expenditures.



RISK MANAGEMENT

The Borough was a charter member of the Monmouth Municipal Joint Insurance Fund that,
along with the state wide Municipal Excess Liability Joint Insurance Fund, Municipal Excess
Liability Residual Claims Fund and Environmental Joint Insurance Fund provides the most
comprehensive insurance coverage available in local government anywhere in the United
States. These funds provide professional risk management, legal defense, loss prevention,
claims management and actuarial services and are regulated by the N.J. Department of
Insurance.

The success of these funds is unprecedented and they have served as a national example of
well-run, innovative self-insurance funds.

The Borough participates in the Central Jersey Health Insurance Fund for Employee health
benefits. This fund is regulated by the State of New Jersey Department of Insurance.

ACKNOWLEDGMENTS

The preparation of this report on a timely basis could not be accomplished without the efficient
and dedicated services of the entire staff of the Finance Department and the Administration
Department. | would also like to express my appreciation to Mr. David A. Kaplan, CPA, RMA for
his help and assistance in the preparation of the Borough's Comprehensive Annual Financial
Report.

Respectfully submitted,

Frank Mason
Chief Financial Officer
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DAK CPA

David A. Kaplan, CPA, RMA dakcparma.com dwavewavek@netscape.net
512 Marvin Drive Phone (732) 241-1632
Long Branch, NJ 07740 Fax (732) 870-2797

INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and Members
of the Borough of Red Bank Council

Borough of Red Bank of Red Bank

County of Monmouth

State of New Jersey

To the Honorable Mayor and Members of the Borough of Red Bank Council:

We have audited the accompanying financial statements — regulatory basis of the various funds
and accounts of the Borough of Red Bank (the “Borough™) as of and for the year ended
December 31, 2008 as listed in the accompanying table of contents. These financial statements
are the responsibility of the Borough’s management. Our responsibility is to express opinions 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 to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
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 opinions.

As described in Note 1, the Borough prepares its financial statements on a basis of accounting
prescribed by the Division of Local Government Services, Department of Community 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 regulatory basis of
accounting other than accounting principles generally accepted in the United States of America.

-10 -

Member American Institute of Certified Public Accountants



INDEPENDENT AUDITOR’S REPORT ( CONTINUED)

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 accounting principles generally accepted in the United
States of America, the financial position of the Borough as of December 31, 2008, or the results
of its operations for the year then ended.

However, in our opinion, the financial statements — regulatory basis referred to above present
fairly, in all material respects, the financial position — regulatory basis of the various funds and
accounts of the Borough as of December 31, 2008, and the results of operations and changes in
fund balance — regulatory basis of such funds for the year then ended and the statement of
revenues - regulatory basis and statement of expenditures - regulatory basis of the various funds
for the year ended December 31, 2008 on the basis of accounting described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated May
20, 2009, on our consideration of the Borough of Red Bank’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming opinions on the financial statements —
regulatory basis, that collectively comprise the Borough’s basic financial statements. The
accompanying supplementary schedules listed in the accompanying table of contents are
presented for purposes of additional analysis and are not a required part of the financial
statements, but is presented as additional analytical data as required by the Local Finance Board.
Such information has been subjected to the auditing procedures applied in the audit of the
financial statements — regulatory basis and, in our opinion, is fairly stated in all material respects
in relation to the financial statements — regulatory.basis taken as a whole.

Registered Municipal Accountant #433

C PO

AK CPA, Certified Public Accountants
Long Branch, New Jersey
May 20, 2009

-11 -
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NOTES TO FINANCIAL STATEMENTS




Note 1.

BOROUGH OF RED BANK
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity - This report includes the financial statements of the Borough of

Red Bank (the "Borough"), within the County of Monmouth, in the State of New
Jersey and reflects the activities of the Municipality, which is under the control of
the Borough's Mayor and Council. The financial statements of the Local and
Regional Boards of Education are reported separately since their activities are
administered by separate boards. A separate audit report has been prepared for
the Borough's Free Public Library.

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

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

General Capital Fund - The General Capital Fund accounts for receipt and
disbursement of funds for the acquisition of general capital facilities, other
than those acquired in the Current Fund. General bonds and notes payable
are recorded in this fund and are offset by deferred charges to future taxation.

Water-Sewer and Parking Utility Operating and Capital Funds - account for
the operations and acquisition of capital facilities of the municipality owned
Water-Sewer and Parking Utilities. Bonds and notes payable of the utilities
are recorded in the respective Utility Capital Funds.
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Note 1.

BOROUGH OF RED BANK
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Description of Funds (Continued)

General Fixed Assets Account - The General Fixed Assets Account is used to
account for fixed assets used in general government operations. In
accordance with the State's Technical Accounting Directive No. 85-2, the
Borough has recorded land and buildings at insurable value. Equipment and
vehicles are stated at historical cost. Depreciation is not recorded. 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.

C. Basis of Accounting - The accounting principles and practices prescribed for
municipalities by the Division differ in certain respects from accounting principles
generally accepted in the United States of America applicable to local
government units. The accounting system is maintained on the modified accrual
basis with certain exceptions. The more significant of these are as follows:

Property Taxes and Other Revenue - property taxes and other revenues are
recognized on a cash basis. Receivables for property taxes and other items
that are susceptible to accrual are recorded with offsetting reserves on the
balance sheet of the Borough's Current Fund. GAAP requires such revenues
to be recognized in the accounting period when they become susceptible to
accrual, reduced by an allowance for doubtful accounts. Property taxes are
due quarterly on the first day of February, May, August and November.

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

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

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

Expenditures from Trust and Capital Funds are recorded upon occurrence
and charged to accounts statutorily established for specific purposes.
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Note 1.

BOROUGH OF RED BANK

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Expenditures (Continued)

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

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

Reserve for Encumbrances - As of January 1, 1986 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 - are available until lapsed at the close of the
succeeding year to meet specific claims, commitments or contracts incurred
during the preceding year. Lapsed appropriation reserves are recorded as
additions to income. Appropriation reserves do not exist under GAAP.

Compensated Absences - expenditures relating to obligations for unused
vested accumulated vacation and sick pay and related fringe benefits are not
recorded until paid. GAAP requires that the amount that would normally be
iquidated 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 (Foreclosed Property) - is recorded in the
Current Fund at the assessed valuation 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 at
its market value.

Interfunds - interfund receivables in the Current Fund are recorded with
offsetting reserves, which are created by charges to operations. Income is
recognized in the year the receivables are liquidated. Interfund receivables in
the other funds are not offset by reserves. GAAP does not require the
establishment of an offsetting reserve. '
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Note 1.

BOROUGH OF RED BANK
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Reserve for Sale of Municipal Assets - the proceeds of the sale of municipal
assets can be held unti made available through a future budget
appropriation. GAAP requires such proceeds to be recorded as revenue in

the year of sale.

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

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

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

Utilities - Capital acquisitions, including utility infrastructure costs of the
Water-Sewer and Parking Utilities are recorded at cost upon purchase or
project completion in the Fixed Capital account of the utilities. The Fixed
Capital Accounts are adjusted for dispositions or abandonments.

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

BOROUGH OF RED BANK

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Fixed Assets (Continued)

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

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

Inventories of Supplies - Inventory values as reflected in the utility operating
funds are stated at cost and are offset by a reserve account. This differs from
GAAP, which does not allow the establishment of an offsetting revenue.
Materials and supplies of other funds are not inventoried nor included on their
respective balance sheets.

Other Post Retirement Benefits —~ GAAP requires an accrual for the
actuarially determined Annual Required Contribution (ARC). No such accrual
is required under the OCBOA basis of accounting prescribed for New Jersey
Municipalities.

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 to
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 to be presented in the general-purpose
financial statements to be in accordance with GAAP. The Borough presents the
financial statements listed in the table of contents which are required by the
Division and which differ from the financial statements required by GAAP. In
addition, the Division requires the financial statements listed in the table of
contents to be referenced to the supplementary schedules. This practice differs
from GAAP.
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Note 2.

BOROUGH OF RED BANK

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2008

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 arbitrage maturity of all investments in the Fund shall not
exceed one year. Collateralization of Fund investments is generally not required.

In addition, by regulation of the Division of 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 Governmentat Unit Deposit Protection
Act of New Jersey, public depositories are required to maintain collateral for
deposits of public funds that exceed insurance limits as follows:

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

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

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

The Borough classifies all short term securities with a maturity date of ninety (90)
days or less from the date of purchase as a cash or cash equivalent.

The carrying value of the Borough's cash and cash equivalents at December 31,
2008 was $ 12,422,514.82
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BOROUGH OF RED BANK

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2008

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 bills, notes and bonds.

Government money market mutual funds.

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

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

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

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

New Jersey State Cash Management Fund.

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

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

The Borough had no investments at year end. Accordingly, the Borough’s
exposure to credit risk and interest rate risk was mitigated.

Concentration of Credit Risk:

Obligations of the U.S. Government or obligations explicitly guaranteed by
the U.S. Government are not considered to have concentration of credit risk.
The Borough places no limit on the amount the Borough may invest with any
one issuer.
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BOROUGH OF RED BANK

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2008

———— e L VY

Note 3. SEGMENT INFORMATION FOR UTILITY OPERATING ENTERPRISE FUNDS

The Borough of Red Bank maintains two enterprise funds that provide parking and
water-sewer service. Segment information for the year ended December 31, 2008 is

as follows:
Water- Total
Parking Sewer Enterprise
Revenue and Other Income Realized:
Operating Fund Balance Appropriated $ $ 100,000.00 $ 100,000.00
Parking Fees 896,122.35 896,122.35
Water-Sewer Rents 6,085,066.75 6,085,066.75
Water and Sewer Connection Fees 25,5633.00 25,533.00
Riverview Hospital - Lease Agreement © 275,459.99 275,459.99
Reserve for Payment of Bonds 50,000.00 50,000.00
Current Budget Appropriations Cancelled 253,259.40 253,259.40
Capital Fund Balance 32,436.45 32,436.45
Non-Budget Revenue 15,123.85 127,296.83 142,420.68
Other Credits to Income - Unexpended Balance
of Appropriation Reserves 79,037.82 141,158.72 220,196.54
Total income 1,315,744.01 6,764,751.15 8,080,495.16
Expenditures:
Operating 792,234.00 4,906,532.05 5,698,766.05
Debt Service 245,766.00 1,193,645.00 1,439,411.00
Deferred Charges and Statutory Expenditures 47,000.00 279,259.40 326,259.40
Surplus General Budget 100,000.00 200,000.00 300,000.00
Total Expenditures 1,185,000.00 6,579,436.45 7,764,436.45
Statutory Excess to Fund Balance 130,744.01 185,314.70 316,058.71
Fund Balance, January 1 151,733.11 311,601.34 463,334.45
282,477.12 496,916.04 779,393.16
Decreased by:
Utilized as Anticipated Revenue 100,000.00 100,000.00
Transferred to Current Fund 100,000.00 100,000.00
100,000.00 100,000.00 200,000.00

Fund Balance, December 31 $
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Note 4.

BOROUGH OF RED BANK
NOTES TO FINANCIAL STATEMENTS (CONTINUED
YEAR ENDED DECEMBER 31, 2008

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, Special Improvement District and Schools 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 11th day of the eleventh month in the fiscal year when the taxes
became in arrears are subject to the tax sale provisions of the New Jersey statutes.
The municipality may institute in rem foreclosure proceedings after six months from
the date of the sale if the lien has not been redeemed.

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

Comparative Schedule of Tax Rates

2008 * 2007 2006 2005 2004

Tax Rate 1.594 1.541 3.428 3223 3.076
Apportionment of Tax Rate:
Municipal 0.445 0.384 0.836 0.792 0.749
County 0.231 0.237 0.528 0492 0.460
County Open Space Fund 0.015 0.015 0.030 0.029 0.028
Local School 0.538 0.534 1.200 1.165 1.135
Regional High Schoo! 0.365 0.371 0.834 0.745 0.704

* Revaluation.
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TAXES AND TAX TITLE LIENS RECEIVABLE (CONTINUED)

Assessed Valuations

Year

2008
2007
2006
2005
2004

(Revaluation)

$

Amount

2,271,728,671.00
2,238,531,929.00
973,173,643.00
965,104,265.00
963,776,234.00

Comparison of Tax Levies and Collections

Year

2008
2007
20086
2005
2004

Tax Levy

$ 37,210,091.47
35,414,391.89
34,148,086.45
31,879,009.84
30,150,721.08

$

* W
ik

* %

Collections

36,238,095.23
34,387,238.82
33.462,074.21
31,206,487.37
29,680,324.58

** Tax levy is net of cancellations due to tax appeals.

Delinquent Taxes and Tax Title Liens

Year

2008
2007
2006
2005
2004

$

Tax
Title Liens

Delinquent Total
Taxes Delinquent

23,51475 $§ 964,09082 $ 1,017,605.57

45,541.00
41,077.99
33,514.78
32,673.70

1,022,711
681,742
672,522
466,988

-26 -

A7 1,068,252.47
14 722,820.13
47 706,037.25
29 499,661.99

Percentage

of Collections

97.38%
97.09%
97.99%
97.89%
98.44%

Percentage
of Tax Levy

2.73%
3.02%
2.12%
2.21%
2.20%



BOROUGH OF RED BANK
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2008

Note 5. 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

2008 $ 301,000.00
2007 301,000.00
2006 301,000.00
2005 157,200.00
2004 157,200.00

Note 6. WATER-SEWER CONSUMER ACCOUNTS RECEIVABLE

The Borough of Red Bank maintains a utility fund for the billing and collection of
water-sewer rents.

A comparison of Water-Sewer Utility billings and collections for the past five years
are as follows:

Year Rents Charged Collections
2008 6,155,159.65 6,085,066.75
2007 5,694,543.65 5,537,098.99
2006 5,741,351.66 5,760,522.78
2005 5,824,607.51 5,423,652.88
2004 4,604,835.47 4,633,580.25
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BOROUGH OF RED BANK

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2008

Note 7. FUND BALANCES APPROPRIATED

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

Transferred to Percentage
Utilized Current Fund in of Fund

Balance in Budget of Succeeding  Balance Utilized
Year December 31 Succeeding Year Year in Budget

Current Fund
2008 * $  1,400,702.68 $  1,155,000.00 $ 82.46%
2007 1,681,494.73 1,300,000.00 82.20%
2006 1,981,352.55 1,300,000.00 65.61%
2005 1,683,738.19 1,185,769.05 70.42%
2004 1,906,789.35 1,237,887.89 64.92%

* As Introduced

Water-Sewer Utility Operating Fund

2008 * $ 396,916.04 $ None $ None None
2007 311,601.34 100,000.00 200,000.00 32.09%
2006 1,011,601.34 400,000.00 300,000.00 39.54%
2005 687,085.96 200,000.00 300,000.00 29.11%
2004 197,630.07 None None None

* As Introduced

Parking Utility Operating Fund

2008 * $ 182,477.12 §$ None $ 100,000.00

2007 151,733.11 None 100,000.00 None
2006 293,680.82 None 250,000.00 None
2005 346,730.02 None 225,000.00 None
2004 316,396.68 None 250,000.00 None
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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 that have been
established by State statute: the Public Employees' Retirement System (PERS) or
the Police and Firemen's Pension Fund (PFRS). In addition, the Borough
contributes to the Consolidated Police and Firemen's Pension Fund. 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 muitiple-employer plans.

Public Employees' Retirement System

The Public Employees' Retirement System (PERS) was established January 1,
1955 under the provisions of N.J.S.A. 43:15A to provide coverage, including
post-retirement health care, to substantially all full-time employees of the State or
any county, municipality, school district or public agency provided the employee
is not a member of another State-administered retirement system. Membership
is mandatory for such employees and vesting occurs after ten years of service
credit and twenty-five years of service credit for medical benefits.

Retirement benefits for age and service are available at age 60 and are generally
determined to be 1/55™ of the final average salary for each year of service credit,
as defined. Final average salary equals the average salary for the final three
years of service prior to retirement (or highest three years' compensation if other
than the final three years). Members may seek early retirement after achieving
25 years of service credit or they may elect deferred retirement after achieving
ten years of service credit in which case benefits would begin the first day of the
month after the member attains normal retirement age. The PERS provides for
specified medical benefits for members who retire after achieving 25 years of
qualified service, as defined, or under the disability provisions of the System.

Members are always fully vested for their own contributions and, after three
years of service credit, become vested for 2% of related interest earned on the
contributions. In the case of death before retirement, members' beneficiaries are
entitled to full interest credited to the members' accounts.

-29.-



BOROUGH OF RED BANK

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2007

Note 8. PENSION PLANS (CONTINUED)

Description of Systems (Continued)

Police and Firemen's Retirement System

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

Consolidated Police and Firemen's Pension Fund

The Consolidated Police and Firemen's Retirement System (CPFRS) is a closed
system with no active members and was established in January 1952 to provide
coverage to municipal police and firemen who were appointed prior to July 1,
1944,

Funding Policy

Employee contributions for PERS were five percent (5%) through July 1 and five and
one-half percent (5.5%) thereafter and for PFRS were eight and one-half percent
(8%2%), respectively, of their base wages. Employer's contributions are actuarially
determined annually by the Division of Pensions. Contributions to the plan for the
past three (3) years are as follows:

PERS PFRS
Year Borough Employees Borough Employees
2006 $ 126,839.00 $ 277,432.87 $ 308,549.12 $ 476,993.63
2007 187,774.04 288,136.38 506,818.40 502,225.07
2008 244 615.20 317,622.55 768,602.00 518,768.11

All contributions were equal to the required contributions for each of the three years,
respectively.

Post Employment Retirement Benefits

The Public Employees' Retirement System and the Police and Firemen's Retirement
System provide certain post employment retirement benefits.
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BOROUGH OF RED BANK
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YEAR ENDED DECEMBER 31, 2008

MUNICIPAL DEBT

The Local Bond Law governs the issuance of bonds and notes to finance general
capital expenditures. All bonds are retired in serial instaliments 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 required by the issuance of bonds.

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

Calendar General Capital Parking Capital

Year Principal Interest Principal Interest
2009 $ 1,988,00000 $ 541,798.50 $ 170,000.00 $ 20,882.50
2010 1,947,000.00 459,694.13 95,000.00 12,738.75
2011 1,838,000.00 380,953.50 105,000.00 9,176.25
2012 1,609,000.00 307,422.75 105,000.00 5,313.75
2013 1,750,000.00 242,559.00 60,000.00 2,250.00
2014 1,129,000.00 171,812.00
2015 827,000.00 130,992.50
2016 830,000.00 95,455.00
2017 890,000.00 58,905.00
2018 941,000.00 19,996.25

$ 13,749,000.00 $ 2,409,588.63 535,000.00 $ 50,361.25

Grand
Calendar Water-Sewer Capital TOTAL Totals

Year Principal Interest Principal Interest
2009 $ 595,000.00 $ 353,780.01 $ 2,753,000.00 $ 916,461.01 $ 3,669,461.01
2010 625,000.00 330,673.76 2,667,000.00 803,106.64 3,470,106.64
2011 640,000.00 306,205.01 2,583,000.00 696,334.76 3,279,334.76
2012 700,000.00 280,230.01 2,414,000.00 592,966.51 3,006,966.51
2013 750,000.00 251,681.26 2,560,000.00 496,490.26 3,056,490.26
2014 650,000.00 220,571.88 1,779,000.00 392,383.88 2,171,383.88
2015 685,000.00 192,950.00 1,512,000.00 323,942.50 1,835,942.50
2016 730,000.00 163,240.63 1,560,000.00 258,695.63 1,818,695.63
2017 735,000.00 132,281.25 1,625,000.00 191,186.25 1,816,186.25
2018 480,000.00 106,462.50 1,421,000.00 126,458.75 1,547,458.75
2019 550,000.00 84,575.00 5§50,000.00 84,575.00 634,575.00
2020 560,000.00 60,987.50 560,000.00 60,987.50 620,987.50
2021 575,000.00 36,868.75 5§75,000.00 36,868.75 611,868.75
2022 580,000.00 12,325.00 580,000.00 12,325.00 592,325.00

$_8,855,000.00 $ 2,532,832.56

$ _23,139,000.00 $ 4,992,782.44

$ 28,131,782.44
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Note 9.  MUNICIPAL DEBT (CONTINUED)

Summary of Municipal Debt (Excluding Current and Operating Debt)

2008 2007 2006
Issued:
General (Includes Trust Assessment)
Bonds and Notes $ 13,749,00000 $ 15,668,000.00 15,452,250.00
Loans Payable 1,014,209.73 © 1,137,020.18 1,275,789.65
Water-Sewer Utility
Bonds and Notes 8,855,000.00 9,480,000.00 8,255,000.00
Parking Utility
Bonds and Notes 535,000.00 700,000.00 865,000.00
24 .153,209.73 26,985,020.18 25,848,039.65
Authorized but not Issued:
General
Bonds and Notes 848,238.86 520,238.86 554,863.86
Water-Sewer Utility
Bonds and Notes 675,000.00 9,500.00 26,000.00
Parking Utility
Bonds and Notes None None None
1,523,238.86 529,738.86 580,863.86
Total Debt 25,676,448.59 27,514,759.04 26,428,903.51
Less:
Cash on Hand - Assessment None None 879.92
Reserves for Payment of
Bonds and Notes:
General Capital 185,710.52 110,805.25 731.13
Water-Sewer Utility None 560.37
Parking Utility 96,868.64 146,868.64 131,904.52
282,579.16 258,234.26 133,615.57
Net Bonds and Notes Issued and
Authorized but not Issued $ 25,393,869.43 $ 27,256,524.78 26,295,387.94
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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 indicates a
statutory net debt of .678%

Gross Debt Deductions Net Debt
Regional School District $ 3506673.02 $ 3,506,673.02 $ None
Local School District 5,124,198.00 5,124,198.00 None
Water-Sewer Utility 9,530,000.00 9,530,000.00 None
Parking Utility 535,000.00 535,000.00 None
General 15,611,448.59 360,766.75 15,250,681.84

$ 3430731961 $ 19,056637.77 $ 15.250,681.84

Net debt, $15,250,681.84 divided by Equalized Valuation Basis per N.J.S. 40A:2-2,
$2,250,198,553 equals .678%. The Annual Debt Statement as originally filed has
been amended.

School Debt Deductions

School debt is deductible up to the extent of 3% for each School District of the
Average Equalized Assessed Valuations of real property for the Local and Regional
School Districts.

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

Cash Receipts for Fees, Rents or Other

Charges for the year $ 6,511,491.65
Deductions:

Operating and Maintenance Costs $ 5,185,791.45

Debt Service 1,193,645.00 6,379,436.45
Excess in Revenue $ 132,055.20
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MUNICIPAL DEBT (CONTINUED)

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

Cash Receipts for Fees, Rents or Other
Charges for the year

Deductions:
Operating and Maintenance Costs
Debt Service

Excess in Revenue

1994 General Obligation Bonds

$

839,234.00
245,766.00

$ 1,236,706.19

1,085,000.00

$_ 151,706.19

On December 1, 1994 the Borough issued $2,474,000.00 aggregate general
obligation bonds consisting of $1,300,000.00 General Improvement Bonds,
$204,000.00 Water-Sewer Utility Bonds and $970,000.00 Parking Utility Bonds, all at

an annual interest rate of 6.30%.

Redemption

The General Improvement Bonds and Parking Utility Bonds of this series are

subject to redemption prior to their stated maturities as follows:

The General Improvement Bonds and Parking Utility Bonds of this issue maturing
prior to December 1, 2005 are not subject to redemption prior to their stated
maturities. The General Improvement Bonds and Parking Utility Bonds of this
issue maturing on or after December 1, 2005 are subject to redemption at the
option of the Borough, in whole or in part of any date, on or after December 1,
2004 upon notice as required herein, at the respective price expressed as
percentages of the principal amount set forth below (the "Redemption Price"),
plus in each case accrued interest to the date fixed for redemption:

Redemption Period

(both dates inclusive)

December 1, 2004 to November 30, 2005
December 1, 2005 to November 30, 2006
December 1, 2006 and thereafter
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MUNICIPAL DEBT (CONTINUED)

1994 General Obligation Bonds (Continued)

Redemption (Continued)

Notice of Redemption shall be given by publishing such notice once a week for
two (2) successive weeks in a newspaper of general circulation that carries
financial news, is printed in the English language and is customarily published on
each business day in the State of New York, the first of such publications to be at
least thirty (30) but not more than sixty (60) days before the date fixed for
redemption. Notice of Redemption also shall be mailed by first class mail in a
sealed envelope with postage prepaid to the owners of such Bonds at their
respective addresses as they last appear on the registration books kept for that
purpose by the Borough's Chief Financial Officer or duly appointed Registrar. So
long as DTC (or any successor thereto) acts as Securities Depository for the
Bonds, Notice of Redemption shall be sent to such depository and shall not be
sent to the beneficial owners of such Bonds. Any failure of such Securities
Depository to advise any of its participants or any failure of any participant to
notify any beneficial owner of any Notice of Redemption shall not affect the
validity of the redemption proceedings. If the Borough determines to redeem a
portion of such Bonds prior to maturity, such Bonds shall be redeemed by the
Borough in inverse order of maturity and within any maturity shall be selected by
the Borough by lot.

If Notice of Redemption has been given as provided herein, such Bonds or the
portion thereof called for redemption shall be due and payable on the date fixed
for redemption at the Redemption Price, together with accrued interest to the
date fixed for redemption.

No redemption occurred during 2008.

1995 General Improvement

On January 27, 1995 the Borough issued $1,714,000.00 aggregate principal amount
of General Improvement Bonds. The Bonds were issued through the Monmouth
County Improvement Authority's (the “Authority”) Pooled Governmental Loan
Program and bear interest at the rate of interest per annum that shall be determined
from time to time by the Authority.
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MUNICIPAL DEBT (CONTINUED)

1995 General Improvement (Continued)

Optional Redemption

The Borough adopted a $950,000.00 Refunding Bond Ordinance (No. 50-05) on
December 22, 2005, authorizing the issuance of General Obligation Refunding
Bonds through the Monmouth County Improvement Authority. The purpose for
which these bonds were issued is to refund the callable 1995 General
Improvement Bonds maturing from January 2007 through January 2015 totaling
$889,000.00. The transaction was completed in 2006 and the 1995 Bonds were
redeemed in full.

1995 General Obligation Bonds

On November 1, 1995, the Borough issued $3,360,000.00 aggregate General
Obligation Bonds consisting of $2,985,000.00 General Improvement Bonds and
$375,000.00 of Water-Sewer Utility Bonds. The Bonds mature annually on
November 1 through 2010 in the principal amounts and interest rates as reflected on
Exhibits D-7 and FWS-3 in the Supplementary Section of this report. Interest rates
on remaining bonds outstanding range from 5.100% to 5.20%.

Optional Redemption

The General Improvement Bonds of this issue maturing prior to November 1,
2006 are not subject to redemption prior to their stated maturities. The General
Improvement Bonds of this issue maturing on or after November 1, 2006 are
subject to redemption at the option of the Borough, in whole or in part on any
date, on or after November 1, 2005 upon notice as required herein, at the
respective prices expressed as percentages of the principal amount set forth
below (the "Redemption Price"), plus in each case accrued interest to the date
fixed for redemption:

Redemption Period Redemption
(both dates inclusive) Price
November 1, 2005 to October 31, 2006 102%
November 1, 2006 to October 31, 2007 101%
November 1, 2007 and thereafter 100%
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MUNICIPAL DEBT (CONTINUED)

1995 General Obligation Bonds (Continued)

Notice of Redemption shall be given by publishing such notice once a week for
two (2) successive weeks in a newspaper of general circulation that carries
financial news, is printed in the English language and is customarily published on
each business day in the State of New York, the first of such publications to be at
least thirty (30) but not more than sixty (60) days before the date fixed for
redemption. Notice of Redemption also shall be mailed by first class mail in a
sealed envelope with postage prepaid to the owners of such Bonds at their
respective addresses as they last appear on the registration books kept for that
purpose by the Borough's Chief Financial Officer or a duly appointed Registrar.

So long as DTC (or any successor thereto) acts as Securities Depository for the
Bonds, Notice of Redemption shall be sent to such depository and shall not be
sent to the beneficial owners of such Bonds. Any failure of such Securities
Depository to advise any of its participants or any failure of any participant to
notify any beneficial owner of any Notice of Redemption shall not affect the
validity of the redemption proceedings. If the Borough determines to redeem a
portion of such Bonds prior to maturity, such Bonds shall be redeemed by the
Borough in inverse order of maturity and within any maturity shall be selected by
the Borough by lot.

Optional Redemption (Continued)

If Notice of Redemption has been given as provided herein, such Bonds or the
portion thereof called for redemption shall be due and payable on the date fixed
for redemption at the Redemption Price, together with accrued interest to the
date fixed for redemption.
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MUNICIPAL DEBT (CONTINUED)

1998 General Obligation Bonds

On October 1, 1998 the Borough issued $3,623,000 of General Obligation Bonds
consisting of $3,273,000 General Improvement Bonds and $350,000 Water-Sewer
Utility Bonds. The Bonds mature annually on October 1 of each year in various

amounts through October 1, 2011. All remaining Bonds carry an interest rate of
4.150%.

Redemption

The Bonds of this issue maturing prior to October 1, 2006 are not subject to
redemption prior to their stated maturities. The Bonds of this issue maturing on
or after October 1, 2006 are subject to redemption at the option of the Borough,
in whole or in part on any date, on or after October 1, 2005, upon notice as
required herein, at the respective prices expressed as percentages of the
principal amount set forth below (the "Redemption Price"), plus in each case
accrued interest to the date fixed for redemption:

Redemption Period Redemption
(both dates inclusive) Price
October 1, 2005 to September 30, 2006 101%
October 1, 2006 and thereafter 100%
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1998 General Obligation Bonds (Continued)

Redemption of Bonds (Continued)

Notice of Redemption shall be given by mailing, by first class mail, at least thirty
(30) but not more than sixty (60) days prior to the date fixed for redemption, in a
sealed envelope with postage prepaid to the owners of such Bonds at their
respective addresses as they last appear on the registration books kept for that
purpose by the Borough's Chief Financial Officer or a duly appointed Registrar.
So long as DTC (as hereinafter defined) (or any successor thereto) acts as
securities depository for the Bonds, Notice of Redemption shall be sent to such
depository and shall not be sent to the beneficial owners of such Bonds. Any
failure of such securities depository to advise any of its participants or any failure
of any participant to notify any beneficial owner of any Notice of Redemption
shall not affect the validity of the redemption proceedings. If the Borough
determines to redeem a portion of such Bonds prior to maturity, such Bonds shall
be redeemed by the Borough in inverse order of maturity and within any maturity
shall be selected by the Borough by lot.

If Notice of Redemption has been given as provided herein, such Bonds or the
portion thereof called for redemption shall be due and payable on the date fixed
for redemption at the Redemption Price, together with accrued interest to the
date fixed for redemption.

2002 General Obligation Bonds

On August 1, 2002, the Borough issued $7,216,000 of General Obligation Bonds
consisting of $5,481,000.00 General Improvement Bonds, $1,200,000 in Water-
Sewer Utility Bonds and $535,000 in Parking Utility Bonds. The Bonds mature
annually on August 1 of each year in various amounts through August 1, 2013.
Interest rates range from 3.625% to 3.75%. The Bonds are not callable prior to
maturity.

2004 General Obligation Bonds

On June 15, 2004, the Borough issued $5,826,000 General Obligation Bonds
consisting of $2,731,000 General Improvement Bonds, $2,780,000 Water-Sewer
Utility Bonds and $315,000 Parking Utility Bonds. The Bonds mature annually on
February 1 of each year in various amounts through 2017. Interest rates range from
3.5% t0 4.0%. The Bonds are not callable prior to maturity.
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2007 General Obligation Bonds

On July 15, 2007, the Borough issued $13,776,000 General Obligation Bonds
consisting of $7,391,000 General Improvement Bonds and $6,385,000 Water-Sewer
Utility Bonds. The Bonds mature annually on February 1 of each year in various
amounts through 2022. Interest rates range from 4.00% to 4.25% The Bonds are
callable prior to maturity as is described below.

Redemption

The Bonds of this issue maturing prior to February 1, 2017 are not subject to
redemption prior to their stated maturities. The Bonds of this issue maturing on
or after February 1, 2017 are subject to redemption at the option of the Borough,
in whole or in part on any date, on or after February 1, 2016, upon notice as
required herein, at a redemption price equal to one hundred percent (100%) of
the principal amount being redeemed (the "Redemption Price"), plus accrued
interest to the date fixed for redemption.

Notice of Redemption shall be given by first class mail, at least thirty (30) but not
more than sixty (60) days prior to the date fixed for redemption, in a sealed
envelope with postage prepaid to the owners of such Bonds at their respective
addresses as they last appear on the registration books kept for that purpose by
the Borough or a duly appointed bond registrar. So long as DTC (or any
successor thereto) acts as Securities Depository for the Bonds, Notice of
Redemption shall be sent to such depository and shall not be sent to the
beneficial owners of such Bonds. Any failure of DTC to advise any of its
participants or any failure of any participant to notify any beneficial owner of any
Notice of Redemption shall not affect the validity of the redemption’ proceedings.
If the Borough determines to redeem a portion of the Bonds prior to maturity,
such Bonds shall be redeemed by the Borough in inverse order of maturity and
within any maturity shall be selected by the Borough by lot.

If Notice of Redemption has been given as provided herein, the Bonds or the
portion thereof called for redemption shall be due and payable on the date fixed
for redemption at the Redemption Price, together with accrued interest to the
date fixed for redemption.

Bond Anticipation Notes

There were no Outstanding Bond Anticipation Notes at December 31,
2008.
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Note 9.

BOROUGH OF RED BANK
NOTES TO FINANCIAL STATEMENTS (CONTINUED
YEAR ENDED DECEMBER 31, 2008

MUNICIPAL DEBT (CONTINUED)

Long-Term Debt

Schedule of Changes in Bonded Debt

December December

Type 31,2007 Payments 31,2008
General Improvement  § 14,876,000.00 $§ 1,815,000.00 $ 13,061,000.00
Water- Sewer 9,480,000.00 625,000.00 8,855,000.00
Parking 705,000.00 170,000.00 535,000.00
Refunding-General 792,000.00 104,000.00 688,000.00
$  25,853,000.00 $ 2,714,000.00 $ 23,139,000.00

Assessment Debt

The Borough was not obligated for any assessment debt at December 31, 2008.

Bonds and Notes Authorized but not Issued

At December 31, 2008, the Borough of Red Bank has authorized but not issued

bonds and notes as follows:

General Capital Fund

Water-Sewer Utility Capital Fund

Parking Utility Capital Fund
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$ 848,238.86
675,000.00

None

$ 1,523,238.86




Note 9.

BOROUGH OF RED BANK

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2008

MUNICIPAL DEBT (CONTINUED)

Long-Term Debt

As of December 31, 2008, the Borough's long-term debt is as follows:

General Serial Bonds

$1.300,000 1994 Bonds due in a final annual installment of
$100,000 on December 1, 2009 at an interest rate of 6.30%.

$2,985,000 1995 Bonds due in annual installments of $200,000
through 2010 at interest rates ranging from 5.10% to 5.20%.

$3,273,000 1998 Bonds due in annual installments of $300,000
to $353,000 through October 2011 at an interest rate of
4.150%.

$5,481,000 2002 Bonds due in annual instaliments of $515,000
to $696,000 through August 2013 at interest rates ranging from
3.625% to 3.75%.

$2,731,000 2004 Bonds due in annual installments of $270,000
to $331,000 through February 2014 at interest rates ranging
from 3.5% to 4%.

$7,391,000 2007 Bonds due in annual installments of $500,000

to $941,000 through July 2018 of interest rates ranging from 4%
to 4.25%.
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3 100,000.00

400,000.00

963,000.00

2,906,000.00

1,771,000.00

6,921,000.00

$ 13,061,000.00




Note 9.

BOROUGH OF RED BANK

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2008

MUNICIPAL DEBT (CONTINUED)

Long-Term Debt (Continued)

General Refunding Serial Bonds

$896,000 2006 General Refunding Serial Bonds due in
annual installments of $87,000 to $103,000 through
February 2015 at interest rates ranging from 3.50% to

Parking Utility Capital Fund Serial Bonds

$970,000.00 1994 Bonds due in a final annual installment of
$75,000 on December 1, 2009 at an interest rate of 6.30% .

$535,000 2002 Bonds due in annual instaliments of $55,000 to
$60,000 through August 2013 at interest rates ranging from
3.625% to 3.75%.

$315,000 2004 Bonds due in annual installments of $40,000 to
$45,000 through February 2012 at interest rates ranging from
3.5% to 3.75%.

Water-Sewer Utility Capital Fund Serial Bonds

$1,200,000 2002 Bonds due in annual installments of $1 15,000 to
$150,000 through August, 2013 at interest rates ranging from
3.625% to 3.75%.

$2,780,000 2004 Bonds due in.annual instaliments ranging from
$190,000 to $280,000 through February, 2017 at interest rates
ranging from 3.5% to 4.25%.

$6,385,000 2007 Bonds due in annual instaliments ranging from
$290,000 to $580,000 through July 2022 at interest rates ranging
from 4% to 4.25%

Grand Total
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$ 688,000.00

3 688,000.00
$ 75,000.00
290,000.00
170,000.00

$ 535,000.00

3 660,000.00

2,100,000.00

6,095,000.00

$_ 8,855,000.00

$23.139,000.00




BOROUGH OF RED BANK
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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Note 9. MUNICIPAL DEBT (CONTINUED)
Long-Term Debt (Continued)
Green Trust Loan Agreements
The Borough has indebtedness related to the State of New Jersey Green Trust Loan
Program. The repayment is at a 2% interest rate and is aggregated as follows:
Eastside Park Acq. Eastside Park Dev.
Year Principal Interest Principal interest
2009 $ 12,131.23 % 305.41 940715 $ 333.26
2010 6,156.74 61.57 9,596.24 144.18
$ 18,287.97 $ 366.98 19,003.39 $ 477 .44
Riverside Gardens Acq. Riverside Gardens Dev. 1&2 Total
Year Principal Interest Principal Interest Principal Interest
2009 $ 5403016 $ 654948 $ 4971042 $ 1247276 $ 125,27896 $ 19,660.91
2010 55,116.17 5,463.47 50,709.60 11,473.60 121,578.75 17,142.82
2011 56,224.00 4,355.64 51,728.88 10,454.32 107,952.88 14,809.96
2012 57,354.11 3,225.54 52,768.62 9,414.58 110,122.73 12,640.12
2013 58,506.92 2,072.72 53,829.26 8,353.92 112,336.18 10,426.64
2014 59,682.91 896.73 54,.911.24 7.271.96 114,594.15 8,168.69
2015 56,014.96 6,168.24 56,014.96 6,168.24
2016 57,140.84 5,042.34 57,140.84 5,042.34
2017 58,289.36 3,893.80 58,289.36 3,893.80
2018 59,461.00 2,722.18 59,461.00 2,722.18
2019 60,656.16 1,527.02 60,656.16 1,527.02
2020 30,783.74 307.84 30,783.74 307.84
$ 34091427 $ 2256358 $ 636,004.08 $_79,102.56 $ 1,014,209.71 $ 102,510.56
Note 10. DEFERRED CHARGES TO BE RAISED IN SUCCEEDING YEARS BUDGETS

Certain expenditures are required to be deferred to budgets of succeeding years. At
December 31, 2008, the following deferred charges are shown on the Balance
Sheets of the various funds.

Balance Balance to
December 31, 2008 Budget  Succeeding
2007 Appropriation Budgets

Current Fund:
Special Emergency Appropriations

per N.J.S.A. 40A:4-54 $ 109,940.00 $ 34,980.00 $ 74,960.00

The appropriations in the 2009 budget, as amended, are as required by statute
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BOROUGH OF RED BANK

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2008

Note 11. LOCAL DISTRICT SCHOOL TAXES AND REGIONAL HIGH SCHOOL TAXES

Regulations provide for the deferral of not more than 50% of the annual levy when
school taxes are raised for a school year and have not been requisitioned by the
school district.

The Borough of Red Bank raises its share of Local District School Taxes and
Regional High School Taxes on a school year basis and has elected to defer these
taxes as follows:

Local District Schoo! Tax Regional High School Tax
Balance, December 31 Balance, December 31
Increase/ Increase/
2007 2008 (Deaease) 2007 2008 (Decrease)

Balanceof Tax  § 5,987,761.25 $ 6,104,616.73 $ 11685548 $ 4,148,20558 § 4,142,497.30 $ (5,708.28)
Deferred Payable  5,956,724.50  6,056,724.50 100,00000  4,066556.35  4,116,556.36 50,000.00

Tax Payable $__ 3103675 $§_ 47,8223 $ 1685548 $_ 8164922 § 2504094 § (55,708.28)

Note 12. INTERFUND RECEIVABLES AND PAYABLES

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

Interfund Interfund

Fund Receivable Payable
Current $ 2000237 3 45,506.90
Federal and State Grant 40,475.98 175,000.00
General Capital 175,000.00 6,827.02
Trust Other 65,801.70 39,476.78
Water-Sewer Operating
Water-Sewer Capital 6,843.12 28,137.12
Trust Assessment 8.13
Parking Operating 1,357.14
Parking Capital 1,357.14
Animal Control 13,167.22

$_309,480.31 $__ 309,480.31

The Current Fund has interfunds due from various funds representing interest earned
but not paid over and the excess in the Animal Control fund. Parking Capital interest is
due to Parking Operating Fund.

-45-



Note 13.

Note 14.

BOROUGH OF RED BANK
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2008

CAPITAL LEASE

The Borough is a participant in the Monmouth County Improvement Authority's
Capital Equipment Pooled Lease Program. At December 31, 2008, the Borough's
outstanding principal capital lease obligation to the County was $2,341,900.00.
Interest rates range from 1.16% to 6.6%. The maturity schedule for these obligations
for the next five years and thereafter is as follows:

Year Principal Amount Due

2009 $ 507,200.00

2010 529,500.00

2011 446,300.00

2012 464,100.00

2013 125,200.00
2014-2016 269,600.00

$ 2,341,900.00

DEFERRED COMPENSATION PLAN

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

Statutory and regulatory requirements governing the establishment and operation of
Deferred Compensation Plans have been codified in the New Jersey Administrative
Code under the reference N.J.A.C. 5:3-37.

The "Small Business Job Protective Act of 1996" revised several provisions of
Section 457 of the Internal Revenue Code. A provision of the act required that all
existing plans be modified to provide that the funds be held for the exclusive benefit
of the participating employees and their beneficiaries.

The plan was adopted by Resolution on October 13, 1998 and amended by
Resolution on February 23, 1999, and again on November 28, 2005 by Resolution
05-201.

The administrator for the Borough of Red Bank's Deferred Compensation Plan is
Valic.
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BOROUGH OF RED BANK
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2008

RISK MANAGEMENT

The Borough is exposed to various risks of loss related to torts; theft of, damage to,
and destruction of assets; errors and omissions; injuries to employees; and natural
disasters.

A. Property and Liability Insurance

The Borough is a member of the following:

Monmouth Municipal Joint Insurance Fund

N.J. Municipal Excess Liability Joint Insurance Fund
N.J. Environmental Joint Insurance Fund

N.J. Residual Claims Joint Insurance Fund

These Joint Insurance Funds provide coverage for losses related to Auto,
General Liability, Property Damage, Workers Compensation, Environmental
Liability, Employee Practices Liability, Public Officials Liability, Police Liability and
Employee Fidelity. The coverage is subject to certain policy limits and deductible
amounts. The coverage is designed to minimize the impact of any potential
losses to the Borough for matters that may have been caused by or related to the
Borough and its employees.

. New Jersey Unemployment Compensation insurance

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

Year Ended Interest Employee Borough Amount Ending

December 31 Earned Contributions  Contribution Reimbursed Balance
2008 $ 74988 $ 30,351.53 $ 25,000.00 $ 3126428 $ 66,182.57
2007 926.93 29,350.40 40,000.00 40,577.29 41,345.44
2006 244.30 39,981.76 None 34,695.65 11,645.40
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YEAR ENDED DECEMBER 31, 2008
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Note 16. CONTINGENT LIABILITIES

A. Compensated Absences

The Borough has a contingent liability for accrued sick time costs at December
31, 2008 of $2,533,207. The Borough is only liable for accrued sick time when
an employee retires. Police hired prior to December 30, 1992 receive payment
for up to 300 days unused sick time at their current rate. Police hired after that
date receive payment for one half of their unused sick days, up to a maximum of
$20,000. For administrative employees, those hired prior to January 1, 1994
receive payment for up to 260 days unused sick time at their current rate.
Administrative employees hired after that receive payment for one half of their
unused sick days up to a maximum of $15,000. Public Works employees hired
prior to January 1, 1994 receive payment for up to 260 days unused sick time at
their current rate. Public Works employees hired after that date receive payment
for one half of their unused sick days up to a maximum of $15,000. The Borough
has no contingent liability for accrued vacation time costs at December 31, 2008.

B. Litigation
The Borough is party to various legal proceedings. These legal proceedings are
not likely to have a material adverse impact on the Borough, based upon inquiry
of management and direct confirmation from the Borough Attorney.

C. Reserve for State Tax Appeals

The Borough has a Reserve for State Tax Appeals at December 31, 2008 of
$117,632.90. Should the appeals, when finally adjudicated, exceed the amounts
provided, a charge to fund balance will result.

Note 17. LOSAP

The Borough approved resolution 03-258 on December 9, 2003 which adopted a
Length of Service Award Program (LOSAP) Deferred Plan. The LOSAP is available
to all bonafide eligible volunteers performing qualified services for the Borough.

On November 14, 2005 Valic was appointed as the Borough's LOSAP provider. The

Borough contributes annually to the LOSAP plan. Pursuant to the statutory
requirements, the Borough had the LOSAP program reviewed.
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BOROUGH OF RED BANK
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2008

OTHER EMPLOYEE BENEFITS
Benefit Plans

The Borough provides, pursuant to Mayor and Council action and as provided by
statute, certain group health care and dental benefits for active and certain retired
employees (and for eligible dependents and survivors of active and certain retired
employees). Collectively, these covered individuals are referred to as “participants”.

The Borough implemented GASB Statement No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions, in 2008.

Actuarial Methods and Assumptions

The Borough provides the benefits described above to greater than 100 participants
and accordingly the alternative measurement method was not employed. Some of
the assumptions utilized in the computations are as follows:

Discount Rate 4.0% - Assuming No Prefunding

Mortality RP 2000 Mortality Table for Males and Females
Turnover Standard Turnover Assumptions

Healthcare Cost Trends Annual Increase Ranging from 5% to 10%
Marital Status Present Status maintained throughout
Amortization Period 30 years

Actuarial Method Projected Unit Credit Cost

Amortization Method Straight — Line Basis

Average Retirement Age Based on PERS and PFRS Guidance

Other Postemployment Benefit Costs and Obligations

The annual non-pension postemployment benefit (OPEB) cost is actuarially
determined in accordance with the parameters of the alternative measurement
method, which also forms the basis for calculating the annual required contribution
(ARC) for the Borough. The ARC represents that actuarially determined level of
funding that, if paid on an ongoing basis, is projected to cover annual benefit costs
and the 30-year amortization of the difference between the actuarial accrued liability
and amounts previously recognized. The Borough has not recognized OPEB costs
in the past.

The following are the components of the 2008 annual OPEB cost:

Normal Cost $ 830,700
Amortization Cost 1,958,800
ARC $ 2,789,500
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BOROUGH OF RED BANK

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2008

OTHER EMPLOYEE BENEFITS

As of December 31, 2008, the actuarially determined liability for unfunded OPEB
obligation equaled $33,872,000.

Funding Status

The Borough provides funding for the annual normal cost of OPEB benefits. The
Borough has not provided any funding for its unfunded accrued OPEB obligation.
Funding alternatives are being reviewed.
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BOROUGH OF RED BANK

CURRENT FUND

Exhibit B-1
Sheet 1 of 2

COMPARATIVE STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCE -
STATUTORY BASIS
AS OF DECEMBER 31, 2008 AND 2007

ASSETS

Cash and Cash Equivalents
Intergovernmental Receivable:
Due from State of New Jersey:
Senior Citizens' and Veterans' Deductions
Receivables and Other Assets with Full Reserves:
Delinquent Property Taxes
Liens Receivable:
Tax Title Liens Receivable
Demolition
Property Acquired for Taxes - Assessed Valuation
Other Accounts Receivable:
Revenue Accounts Receivable
Interfunds Receivable
Deferred Charges:
Special Emergency Authorization N.J.S. 40A:4-53

Federal and State Grant Fund:
Cash and Cash Equivalents
Federal and State Grants Receivable
Interfund Receivable

Total Assets
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December 31,

2008

$ 2,556,134.85

6,231.08
964,090.82
53,514.75
8,930.09
301,000.00

47,405.26
20,002.37

74,960.00

4,032,269.22

164,808.79
105,807.57
40,475.98

311,092.34

$ _4,343,361.56

007

$ 3,188,128.73

5,653.06
1,022,711.47
45,541.00
8,930.09
301,000.00

67,011.32
63,130.53

109,940.00

4,811,946.20

188,707.86
138,486.74
39,476.78

366,671.38

$ 5,178,617.58




Exhibit B-1

Sheet 2 of 2
BOROUGH OF RED BANK
CURRENT FUND
COMPARATIVE STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCE -
STATUTORY BASIS
AS OF DECEMBER 31, 2008 AND 2007
December 31,
2008 2007
LIABILITIES, RESERVES AND
FUND BALANCE
Current Fund:
Liabilities:
Appropriation Reserves $ 538,525.37 $ 721,068.69
Prepaid Taxes 152,531.66 226,389.08
Payroll Taxes Payable 3,550.68 3,201.63
Tax Overpayments 90,152.49 107,388.74
Local School District Tax Payable 47,892.23 21,036.75
Regional High School District Tax Payable 25,940.94 81,649.22
Due County for Added Taxes 47,168.19 58,007.24
Special District Taxes Payable 85,007.50
Reserve for Encumbrances 141,291.16 91,493.88
Reserve for State Tax Appeals 117,632.90 55,045.94
Reserve for Sale of Municipal Assets 25,522.38 33,002.98
Reserve for Revaluation 908.35 908.35
Interfunds Payable 45,506.90 237,927.06
1,236,623.25 1,722,127.06
Reserve for Receivables and Other Assets 1,394,943.29 1,508,324.41
Fund Balance 1,400,702.68 1,681,494.73
Total Current Fund 4,032,269.22 4,811,946.20
Federal and State Grant Fund:

Reserve for Federal and State Grants:
Appropriated 115,121.24 105,486.07
Unappropriated 19,340.65 35,249.75
Reserve for Encumbrances 1,630.45 1,630.45
Interfunds Payable 175,000.00 224,305.11
Total Federal and State Grant Fund 311,092.34 366,671.38
Total Liabilities, Reserves and Fund Balance $ 4,343,361.56 $ 5,178,617.58
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Exhibit B-2

Sheet 1 of 2
BOROUGH OF RED BANK
CURRENT FUND
COMPARATIVE STATEMENTS OF OPERATIONS AND CHANGES IN FUND BALANCE -
MODIFIED ACCRUAL BASIS
FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007
008 2007

Revenues and Other Income Realized:
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Fund Balance Utilized 3 1,300,000.00 $ 1,300,000.00
Miscellaneous Revenues Anticipated 3,794 ,444.35 4.227,425.27
State Aid 2,943,666.00 2,770,744 .00
Federal and State Grants 190,977.13 2,568,346.04
Receipts from Delinquent Taxes 962,570.81 728,820.90
Receipts from Current Taxes 10,391,229.77 8,663,680.47
Taxes Allocated to School, County and
Special Districts 26,717,539.27 26,535,332.99
Non-Budget Revenues 130,718.01 270,384.31
Other Credits to Income:
Unexpended Balance of Appropriation Reserves 349,440.09 207,765.32
Current Budget Appropriations Canceled 149,134.02 165,449.21
Interfunds Liquidated 63,130.53 23,465.90
Total Income 46,992,849.98 47 461,414.41
Expenditures:
Budget and Emergency Appropriations:
Within "CAPS":
General Government 788,084.11 767,593.01
Land Use Administration 181,800.00 198,000.00
Public Safety 4,841,439.18 4,737,600.00
Public Works 1,406,526.00 1,381,380.00
Landfill/Solid Waste Disposal Costs 525,000.00 580,000.00
Health and Welfare 217,886.01 198,065.99
Parks and Recreation 454,007.00 445,734.00
Utility Expenses and Bulk Purchases 657,773.82 587,000.00
Uniform Construction Code 295,210.00 283,100.00
Reserve for Sick Pay 35,956.88 50,000.00
Celebration of Public Events 700.00
Contingent 1,500.00 1,500.00
Insurance 2,480,500.00 2,340,000.00
Deferred Charges and Statutory Expenditures 437,478.73 540,109.96
Excluded from "CAPS";
General Government 2,243,446.56 1,689,887.40



BOROUGH OF RED BANK

CURRENT FUND

Exhibit B-2
Sheet?2 of 2
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COMPARATIVE STATEMENTS OF OPERATIONS AND CHANGES IN FUND BALANCE -

MODIFIED ACCRUAL BASIS

FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007

Expenditures (Continued):
Budget and Emergency Appropriations (Continued):
State and Federal Grants $
Capital Improvements

Municipal Debt Service
Deferred Charges

Judgements

Reserve for Uncollected Taxes
Special Improvement District Tax

County Taxes

Due to County for Added and Omitted Taxes
Local District School Taxes

Regional High School District Tax
Cancellation of Grants Receivable

Refund of Prior Year Revenue

2008

190,977.13
30,000.00
3,484,439.00
34,980.00
66,603.84
870,673.81
624,052.00
5,599,219.11
46,590.55
12,109,274.00
8,234,994.16
572.50
14,657.64

Total Expenditures

45,873,642.03

Excess in Revenue over Expenditures/
Statutory Excess to Fund Balance

Fund Balance, January 1

Decreased by:;

1,119,207.95

1,581,494.73

Utilized as Anticipated Revenue

2,700,702.68

1,300,000.00

Fund Balance, December 31 $

1,400,702.68
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2,568,346.04
60,000.00
2,787,078.37
182,980.00

861,775.24
604,015.00
5,629,003.73
58,007.24
11,810,563.00
8,196,410.76

2,422.49

46,561,272.23

900,142.18

1,981,352.55

2,881,494.73

1,300,000.00

1,5681,494.73
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Exhibit B-6

BOROUGH OF RED BANK
CURRENT FUND
STATEMENT OF TAX TITLE LIENS RECEIVABLE

BALANCE, DECEMBER 31, 2007 $ 45,541.00
INCREASED BY

Transferred from Taxes Receivable 7,973.75
BALANCE, DECEMBER 31, 2008 $ 53,514.75
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BALANCE, DECEMBER 31, 2007

Detail:
Deferred $ 4,066,556.36 $ 5,956,724.50
Payable 81,649.22 21,036.75
INCREASED BY
Levy - School Year 7/1/2008 - 6/30/2009 8,284,994.16

DECREASED BY
Cash Disbursed

BALANCE, DECEMBER 31, 2008

Detail:
Deferred
Payable

BOROUGH OF RED BANK
CURRENT FUND

STATEMENT OF SCHOOL TAX PAYABLE

Exhibit B-9

Regional High School Local School District

$ 4,148,205.58

12,433,199.74

8,290,702.44

$_4.142,497.30

$ 4,116,556.36 $ 6,056,724.50
25,940.94 47,892.23
$ 4,142,497.30 $ 6,104,616.73

2008 LIABILITY FOR SCHOOL TAX

2008 School Taxes Paid
Add: School Taxes Payable,

$ 8,290,702.44

December 31, 2008 25,940.94
8,316,643.38

Less: School Taxes Payable,
December 31, 2007 81,649.22
Amount Charged to 2008 Operations $ 8,234,994.16
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$ 5977,761.25

12,209,274.00

18,187,035.25

12,082,418.52

$_6.104,616.73

$ 12,082,418.52
47,892.23

12,130,310.75

21,036.75

$ _12,109.274.00
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TRUST FUNDS
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BOROUGH OF RED BANK

ANIMAL CONTROL TRUST FUND

Exhibit C-2

STATEMENT OF RESERVE FOR ANIMAL CONTROL EXPENDITURES

BALANCE, DECEMBER 31, 2007

INCREASED BY
Dog License Fees Collected
Cat License Fees Collected
Animal Control Contracts
Miscellaneous Receipts

DECREASED BY
Expenditures Under R.S. 4:19-15.11
Excess Due to Current Fund

BALANCE, DECEMBER 31, 2008

LICENSES AND PENALTY FEES COLLECTED

Year

2007 $
2006

$

AUDITOR'S NOTE

R.S. 4:19-15.11

$

$ 499745
2,574.25
1,267.25
20,460.00
1,353.00 25,654.50
30,651.95
13,133.33
12,314.62 25,447.95
$ 5204.00

“There shall be transferred from such special account to the general funds of the Municipality any
amounts then in such account which is in excess of the total amount paid into such special account

during the last two fiscal years next preceding.”
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BOROUGH OF RED BANK

TRUST OTHER FUND
STATEMENT OF RESERVE FOR NEW JERSEY UNEMPLOYMENT

COMPENSATION INSURANCE

BALANCE, DECEMBER 31, 2007

INCREASED BY
Payroll Deductions
Borough Contribution

Interest Earned on Investments and Deposits

DECREASED BY
Unemployment Compensation Claims

BALANCE, DECEMBER 31, 2008
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30,351.53
25,000.00
749.88

Exhibit C-4

41,345.44

56,101.41

97,446.85

31,264.28

66,182.57




Exhibit C-5

BOROUGH OF RED BANK
TRUST FUND

ANALYSIS OF TRUST ASSESSMENT CASH AND CASH EQUIVALENTS

Balance Balance
December 31, December 31,
2007 Receipts . Disbursed Transfers 2008
Due (from)/to Current Fund 3 $ 7440 3 341627 § 335000 § 813
Fund Balance 3,354.58 394 74 374932
Assessment Serial Bonds and Notes:
Ordinance #98-5 3,744.74 (3,744.74)
$ 3,354.58 $ 3,819.14 $ 3,416.27 $ 3,757.45

Bracket balance denotes deficit.
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GENERAL CAPITAL FUND




BOROUGH OF RED BANK

GENERAL CAPITAL FUND

Exhibit D-1

COMPARATIVE STATEMENTS OF ASSETS, LIABILITIES, RESERVES

AND FUND BALANCE - MODIFIED ACCRUAL BASIS

AS OF DECEMBER 31, 2008 AND 2007

ASSETS

Cash and Cash Equivalents

Intergovernmental Receivable:
Monmouth County Open Space
New Jersey Department of Transportation
New Jersey Department of Environmental Protection

Interfunds Receivable:
Due from Federal and State Grant Fund

Capital Lease Obligations - Unfunded

Deferred Charges to Future Taxation:

Funded
Unfunded

Total Assets

LIABILITIES, RESERVES AND

Serial Bonds

FUND BALANCE

Refunding Serial Bonds

Green Trust Loan Payable

Capital Lease Payable - Principal

-80 -

Sheet 1 of 2
December 31,

2008 2007
2,800,781.70 3,952,086.24
250,000.00 250,000.00
370,000.00 248,774.75
1,401,794 .15 1,631,100.00
2,021,794.15 2,129,874.75
175,000.00 175,000.00
2,341,900.00 3,183,000.00
14,763,209.71 16,805,020.18
848,238.86 520,238.86
15,611,448.57 17,325,259.04
22,950,924 .42 26,765,220.03

13,061,000.00

14,876,000.00

688,000.00 792,000.00
1,014,209.71 1,137,020.18
2,341,900.00 3,183,000.00




BOROUGH OF RED BANK
GENERAL CAPITAL FUND
COMPARATIVE STATEMENTS OF ASSETS, LIABILITIES, RESERVES

AND FUND BALANCE - MODIFIED ACCRUAL BASIS

Exhibit D-1

AS OF DECEMBER 31, 2008 AND 2007

LIABILITIES, RESERVES AND
FUND BALANCE (CONTINUED)

Other Liabilities and Reserves:
Capital Improvement Fund
Due to Current Fund
Reserve for Encumbrances
Reserve for:
Payment of Bonds
Down Payment on Improvements
Grants Receivable - DOT
Grants Receivable - DEP
Future Boat Ramp Improvements
Wayfinding Project
Marine Park Improvements
Preliminary Costs - Shrewsbury Avenue
Middletown R.C.A.

Improvement Authorizations:
Funded
Unfunded

Fund Balance

Total Liabilities, Reserves and Fund Balance

Sheet 2 of 2
December 31,
2008 2007

41,038.76 25,925.00
6,827.02 7,304.72
992,025.03 380,398.44
360,766.75 110,800.25
2,061.64 2,061.64
170,000.00 248,774.75
175,694.15 405,000.00
206,090.91 210,000.00
15,057.25
5,000.00 5,000.00
2.01
56,273.69
1,959,504.26 1,466,597.75
3,371,460.80 5,114,621.41
490,164.70 162,164.70
3,861,625.50 5,276,786.11
24,684.95 33,815.99
$ 22,950,924 .42 26,765,220.03

There were Bonds and Notes Authorized But Not Issued of $848,238.86 at December 31, 2008.
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Exhibit D-2

BOROUGH OF RED BANK
GENERAL CAPITAL FUND
STATEMENT OF FUND BALANCE

BALANCE, DECEMBER 31, 2007 $ 33,815.99
INCREASED BY
Cancellation of Middletown RCA Reserve 1,868.96
35,684.95
DECREASED BY
Transferred to Current Fund - Anticipated Revenue 11,000.00
BALANCE, DECEMBER 31, 2008 $ 24,684.95
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PARKING UTILITY OPERATING FUND




BOROUGH OF RED BANK
PARKING UTILITY OPERATING FUND
COMPARATIVE STATEMENTS OF OPERATIONS AND CHANGE IN

OPERATING FUND BALANCE - STATUTORY BASIS
FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007
- = Y L, £V V0 ANU LUV

Revenue and Other Income Realized:
Parking Fees
Riverview Hospital - Lease Agreement
Reserve for Payment of Bonds
2007 Appropriation Reserves Cancelled
Non-Budget Revenue
Other Credits to Income - Unexpended Balance
of Appropriation Reserves

Total Income
Expenditures:
Operating
Debt Service
Deferred Charges and Statutory Expenditures
Surplus Transferred to Current Fund
Total Expenditures

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

Transferred to Current Fund

Fund Balance, December 31

-93.

Exhibit EP-1

$

$

2008 200
896,122.35 $ 928,670.82
275,459.99 240,746.98

50,000.00

44,000.00

15,123.85 13,850.15

35,037.82 33,045.59

1,315,744.01 1,216,313.54
792,234.00 791,480.00
245,766.00 247,118.75

47,000.00 47,000.00

100,000.00

1,185,000.00 1,085,598.75
130,744.01 130,714.79
151,733.11 271,018.32
282,477.12 401,733.11
100,000.00 250,000.00
182,477.12 $ 151,733.11




BOROUGH OF RED BANK
PARKING UTILITY OPERATING FUND

STATEMENT OF REVENUES - STATUTORY BASIS

YEAR ENDED DECEMBER 31, 2008

—————e e e s Y I ey

Parking Fees

Payment from Riverview Hospital - Lease
Cancellation of 2007 Appropriation Reserves
Reserve for Payment of Bonds

Non-Budget Revenue

Exhibit EP-2

Excess
or
Anticipated Realized (Deficit)
$ 816,000.00 $ 896,122.35 $ 80,122.35
275,000.00 275,459.99 459.99
44,000.00 44,000.00
50,000.00 50,000.00
1,185,000.00 1,265,682.34 80,582.34
15,123.85 15,123.85
$ 1,185,000.00 $ 1,280,706.19 $ 95,706.19
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BOROUGH OF RED BANK

PARKING UTILITY OPERATING FUND

STATEMENT OF ACCRUED INTEREST ON BONDS AND NOTES

BALANCE, DECEMBER 31, 2007

INCREASED BY
2008 Budget Appropriations:
Interest on Bonds

DECREASED BY
Cash Disbursed

BALANCE, DECEMBER 31, 2008

ANALYSIS OF ACCRUAL

Date
of Issue
Serial Bonds
Serial Bonds - 1994 12/1/1994
Serial Bonds - 2002 8/1/2002
Serial Bonds - 2004 6/15/2004

Add: Excess to be Used in Succeeding Years Budget

Exhibit EP-5

$ 10,787.59

25,766.00

36,553.59

29,135.02

$__7.418.57
Amount
Outstanding

Accrual Interest December 31,

Period Rate 2008 Accrual
1 Month 6.30% $ 75,000.00 3 393.75
5 Months Var. 290,000.00 4,430.21
5 Months Var. 170,000.00 2,593.75

$ 535,000.00 $ 7.417.71
0.86
$ 7,418.57
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BOROUGH OF RED BANK

WATER-SEWER UTILITY OPERATING FUND

COMPARATIVE STATEMENTS OF OPERATIONS AND CHANGE IN
OPERATING FUND BALANCE - STATUTORY BASIS
FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007

e R e LU~ A N AN LAl Nal)l &3 AL

Revenue and Other Income Realized:
Operating Fund Balance Appropriated
Collection of Water-Sewer Rents
Additional Rents - Rate Increase
Water and Sewer Connection Fees
Water-Sewer Utility Capital Fund Balance

Appropriated
Miscellaneous
Cancellation of 2007 Appropriation Reserves
Other Credits to Income:
Unexpended Balance of Appropriation Reserves
Current Appropriations Cancelled

Total Income

Expenditures:
Operating
Debt Service
Deferred Charges and Statutory Expenditures
Surplus - General Budget

Total Expenditures

Excess in Revenues/
Statutory Excess to Fund Balance

Fund Balance, January 1

Decreased by:
Utilized as Anticipated Revenue
Transferred to Current Fund

Fund Balance, December 31

-08 -

Exhibit EWS-1

200 2007
100,000.00 400,000.00
5,478,066.75 5,537,098.99
607,000.00
25,533.00 27,776.60
32,436.45
127,296.83 206,279.72
100,000.00
41,158.72 34,551.33
253,259.40 183,259.40
6,764,751.15 6,388,966.04
4,906,532.05 5,082,104.62
1,193,645.00 898,554.38
279,259.40 122,307.04
200,000.00 286,000.00
6,579,436.45 6,388,966.04
185,314.70
311,601.34 1,011,601.34
496,916.04 1,011,601.34
100,000.00 400,000.00
300,000.00
100,000.00 700,000.00
396,916.04 311,601.34




Exhibit EWS-2

BOROUGH OF RED BANK
WATER-SEWER UTILITY OPERATING FUND
STATEMENT OF REVENUES - STATUTORY BASIS
YEAR ENDED DECEMBER 31, 2008

———————————— e s e Y

Excess
or
Anticipated Realized (Deficit)
Fund Balance Anticipated $ 100,000.00 $ 100,000.00 $
Rents and Other Charges 5,637,000.00 5,478,066.75 (58,933.25)
Water and Sewer Connection Fees 27,000.00 25,533.00 (1,467.00)
Additional Rents - Rate Increase 607,000.00 607,000.00
Water-Sewer Utility Capital Fund
Balance Appropriated 32,436.45 32,436.45
Miscellaneous 176,000.00 127,296.83 (48,703.17)
Cancellation of 2007 Appropriation
Reserves 100,000.00 100,000.00

$_6,579,436.45 $ 6,470,333.03 3 (109,103.42)
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BOROUGH OF RED BANK
WATER-SEWER UTILITY OPERATING FUND
STATEMENT OF CONSUMER ACCOUNTS RECEIVABLE

Exhibit EWS-4

BALANCE, DECEMBER 31, 2007 $ 982,066.93
INCREASED BY
Rents Charged in 2008 6,155,159.65
7,137,226.58
DECREASED BY
Collections - Net $ 6,085,066.75
Transfer to Lien 1,426.80 6,086,493.55
BALANCE, DECEMBER 31, 2008 $ 1,050,733.03
Exhibit EWS-5
STATEMENT OF WATER-SEWER UTILITY LIENS RECEIVABLE
BALANCE, DECEMBER 31, 2007 $ 1,240.46
INCREASED BY
Transferred from Consumer Accounts Receivable 1,426.80
BALANCE, DECEMBER 31, 2008 $ 2,667.26
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BOROUGH OF RED BANK
WATER-SEWER UTILITY OPERATING FUND

STATEMENT OF ACCRUED INTEREST ON BONDS AND NOTES

BALANCE, DECEMBER 31, 2007

INCREASED BY
Budget Appropriations:
Interest on Bonds

DECREASED BY
Cash Disbursed

BALANCE, DECEMBER 31, 2008

ANALYSIS OF ACCRUAL

Serial Bonds

2002 Series
2004 Series
2007 Series

Date Accrual
of Issue Period
8/1/2002 5 Months

6/15/2004 5 Months
7/15/2007 5.5 Months

Add: Excess to be Utilized in Future Budgets

- 103 -

Interest
Rate

Var.
Var.
Var.

$ 182,756.64
368,645.00
551,401.64
389,517.11
$ 161,884.53
Amount
Outstanding
December 31,
2008 Accrual
$ 660,000.00 $ 10,090.63
2,100,000.00 34,382.81
6,095,000.00 106,736.98
$ 8,855,000.00 1561,210.42
10,674.11
$ 161,884.53
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Exhibit FP-5

BOROUGH OF RED BANK
PARKING UTILITY CAPITAL FUND
STATEMENT OF BONDS AND NOTES AUTHORIZED BUT NOT ISSUED

There were no bonds and notes authorized but not issued.
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Exhibit FWS-6

BOROUGH OF RED BANK
WATER-SEWER UTILITY CAPITAL FUND
RESERVE FOR PAYMENT OF BONDS

BALANCE, DECEMBER 31, 2007 $ 560.37

DECREASED BY
Anticipated Revenue - 2008 Water-Sewer
Utility Operating Fund 560.37
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GENERAL FIXED ASSETS ACCOUNT




BOROUGH OF RED BANK

GENERAL FIXED ASSETS ACCOUNT

Exhibit G-1

COMPARATIVE STATEMENTS OF GENERAL FIXED ASSETS

General Fixed Assets:
Land and Buildings
Contents
Vehicles and Equipment

Investment in General Fixed Assets

Balance
December 31,
2008

$ 17,351,957.00
2,551,301.00
8,585,662.00

$_ 28,488,920.00

$_ 28,488,920.00
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Balance
December 31,
2007

$ 16,981,005.00
2,526,221.00
9,114,033.00

$ 28,621,259.00

$  28,621,259.00




DAK CPA

David A. Kaplan, CPA, RMA dakcparma.com dwavewavek@netscape.net
512 Marvin Drive Phone (732) 241-1632
Long Branch, NJ 07740 Fax (732) 870-2797

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

The Honorable Mayor and Members
of the Borough of Red Bank Council

Borough of Red Bank

County of Monmouth

State of New Jersey

To the Honorable Mayor and Members of the Borough of Red Bank Council:

We have audited the financial statements — regulatory basis of the Borough of Red Bank
(the “Borough”) as of and for the year ended December 31, 2008, and have issued our
report thereon dated May 20. 2009. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States; and the audit requirements prescribed by the Division of
Local Government Services, Department of Community Affairs, State of New Jersey.

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

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Borough’s internal control over
financial reporting as a basis for determining our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of the Borough’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Borough’s internal
control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s
ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a
remote likelihood that a misstatement of the Borough’s financial statements that is more
than inconsequential will not be prevented or detected by the Borough’s internal control.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS (CONTINUED)

Internal Control Over Financial Reporting —(Continued)

A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement of

the financial statements will not be prevented or detected by the Borough’s internal
control.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not identify all deficiencies in
internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.

Compliance and Other Matters

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

We noted certain matters that we reported to management of the Borough in the "General
Comments and Recommendations" section of this report.

This report is intended solely for the information and use of the Borough’s governing
body, management and the Division of Local Government Services, Department of
Community Affairs, State of New Jersey and is not intended to be and should not be used
by anyone other than these specified parties. ' ‘
o) (M 19
David A. Kaplan 7

Certified Public Accountant
Registered Municipal Accountant #433

DaK CP&

Long Branch, New Jersey DAK CPA Certified Public Accountants
May 20, 2009 '
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MUNICIPAL PROPERTY TAX LEVIES AND COLLECTIONS

BOROUGH OF RED BANK

Year Ended
December 31

2008

2007
2006
2005
2004
2003
2002
2001
2000
1999

* Net of cancellations.

FOR THE LAST TEN (10) FISCAL YEARS

Total
Tax levy *

$ 37,210,091.47

35,414,391.89
34,148,086.45
31,879,009.84
30,150,721.08
29,002,082.53
26,242,985.17
24,640,379.99
23,379,014.52
23,018,989.77
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Current Tax
Collections

$ 36,238,095.23

34,387,238.22
33,462,074.21
31,206,487.37
29,680,324.58
28,389,025.01
25,542,961.19
23,948,795.54
22,641,997.72
21,953,434.72

Exhibit H-6

Percentage

of Collections

97.38%
97.09%
97.99%
97.89%
98.43%
97.88%
97.33%
97.19%
96.84%
95.37%



BOROUGH OF RED BANK

DELINQUENT TAXES AND TAX TITLE LIENS

FOR THE LAST TEN (10) FISCAL YEARS

Year Ended Amount of
December 31, Tax Title Liens
2008 $ 53,514.75
2007 45,541.00
2006 41,077.99
2005 33,514.28
2004 32,673.70
2003 29,265.49
2002 59,622.89
2001 59,114.41
2000 66,938.53
1999 85,959.93

Amount of
Delinquent
Taxes

964,090.82
1,022,711.47
681,742.14
672,522.47
466,988.29
608,726.07
692,190.81
631,800.79
657,077.30
941,003.41
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Total Percentage

Delinquent of Tax Levy
$ 1,017,605.57 2.73%
1,068,252.47 3.02%
722,820.13 2.12%
706,036.75 2.21%
499,661.99 1.66%
637,991.56 2.20%
751,813.70 2.86%
690,915.20 2.80%
724,015.83 3.10%
1,026,963.34 4.46%



Exhibit H-8

BOROUGH OF RED BANK
ASSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY
FOR THE LAST TEN (10) FISCAL YEARS

Aggregate Percentage of
Assessed Net Assessed
Valuations Estimated to Estimated
Year Ended of Real Full Cash Full Cash
December 31 Property Valuations Valuations
2008 $ 2,271,728,671 $ 2,361,292,466 96.49%
2007 * 2,238,531,929 2,274,699,653 98.41%
2006 968,840,300 2,141,083,536 45.25%
2005 959,795,000 1,902,844 964 50.44%
2004 957,334,500 1,663,761,026 61.22%
2003 949,655,100 1,299,473,317 73.08%
2002 953,190,300 1,175,762,057 81.07%
2001 952,064,700 1,027,592,768 92.65%
2000 649,152,911 864,845,338 75.06%
1999 641,278,011 764,336,128 83.90%

* Revaluation

Source: Table of Equalized Valuations, State of New Jersey, Division of Taxation.
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Exhibit H-9

BOROUGH OF RED BANK
SCHEDULE OF TEN LARGEST TAXPAYERS

As a Percent

Assessed of Net Assessed
Taxpayer Value - 2007 Valuation Taxable

#1 $ 37,500,000 1.65%

#2 24,496,100 1.08%

#3 23,522,000 1.04%

#4 21,520,000 0.95%

#5 20,438,900 0.90%

#7 19,111,500 0.84%

#8 17,985,900 0.79%

#9 14,575,876 0.64%
#10 12,853,600 0.57%
#12 10,508,700 0.46%

$ 234,072,476 10.30%

Source: Red Bank Tax Assessor
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BOROUGH OF RED BANK
COMPUTATION OF LEGAL DEBT MARGIN
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2008

Average Equalized Valuation

Borrowing Margin - 32% of Average Equalized Valuation
Net Debt

Remaining Borrowing Power

Gross
Debt Deductions

Municipal Debt - Borough of Red Bank  $ 34,307,319.61 $ 19,056,637.77

—_——— e e e el J s YUY

Overlapping Debt Apportioned to the Municipality:
County of Monmouth (1) (1.828000%)

Source: (1) County of Monmouth Director of Finance.
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Exhibit H-10

$ 2,250,198,553.00

$

78,756,949.36

15,250,681.84

63,506,267.52

Net
Debt

15,250,681.84

7,602,438.89

22,853,120.73
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Exhibit H-13

BOROUGH OF RED BANK
CALCULATION OF "SELF-LIQUIDATING PURPOSE" PER N.J.S. 40A:2-45
PARKING UTILITY OPERATING FUND

Cash Receipts from Fees, Rents or Other Charges $ 1,236,706.19
Deductions:
Operating and Maintenance Cost $ 839,234.00
Debt Service 245,766.00
Total Deductions 1,085,000.00
Excess in Revenue $ 151,706.19
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Exhibit H-14

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

Cash Receipts from Fees, Rents or Other Charges $ 6,5611,491.75
Deductions:
Operating and Maintenance Cost $ 5,185,791.45
Debt Service 1,193,645.00
Total Deductions 6,379,436.45
Excess in Revenue $ 132,055.30
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Exhibit H-15

BOROUGH OF RED BANK
DEMOGRAPHIC STATISTICS
FOR THE LAST TEN (10) FISCAL YEARS

UNAUDITED
Year Ended Unemployment Per Capita
December 31 Rate Income

2008 6.5% $ NA
2007 3.7% 55,463.00
2006 4.1% 54,004.00
2005 4.0% 48,506.00
2004 4.4% 45,784.00
2003 5.4% 43,160.00
2002 5.3% 42,979.00
2001 4.3% 43,531.00
2000 3.8% 42,636.00
1999 4.7% 38,651.00

N/A = Not Available

Source : NJ Department of Labor and Workforce Development Website.
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Exhibit H-16
BOROUGH OF RED BANK
MISCELLANEOQOUS STATISTICS
DECEMBER 31, 2008

Date of Incorporation March 10, 1908
Form of Government Borough
Area 1.8 square miles
Employees:
Police 42
Public Works 38
Volunteer Firemen and  Volunteer First Aid Squad 150
Other 105
Total Employees 335

Source: Borough Records.
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AUDITOR'S COMMENTS AND RECOMMENDATIONS




GENERAL COMMENTS
DECEMBER 31, 2008

Contracts And Agreements Required To Be Advertised for N.J.S. 40A:11-4

N.J.S. 40A:11-4 states "Every contract or agreement, for the performance of any work or the
furnishing or hiring of any materials or supplies, the cost or the contract price whereof is to be
paid with or out of public funds not included within the terms of Section 3 of this act, shall be
made or awarded only after public advertising for bids and bidding therefore, except as is
provided otherwise in this act or specifically by any other law. No work, materials or supplies
shall be undertaken, acquired or furnished for a sum exceeding in the aggregate $21,000.00.

The Governing Body of the Municipality has the responsibility of determining whether the
expenditures in any category will exceed $21,000.00 within the fiscal year. Where questions
arise as to whether any contract or agreement might result in violation of the statute, the Borough
Counsel's opinion should be sought before a commitment is made.

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

Summer Food Lunch Service Program Parks Maintenance
Office Furniture Water Main System Improvements
For Library Water and Sewer Connections and
Fire Police Truck and Equipment Mains Force Account
Sewer Cleaning and TV Inspection River Street Pump Station Replacement
Garfield Place Pump Station Elimination 2007-2008 Road Program
Supply and Delivery of Water Purification
Chemicals Spring Street Resurfacing - Phase I
Replacement of the Tower Hill Booster
Pump Bodman Place Communitor

Inasmuch as the system of records did not provide for an accumulation of payments for
categories for the performance of any work or the furnishing or hiring of any materials or
supplies, the results of such an accumulation could not reasonably be ascertained.
Disbursements were reviewed, however, to determine whether any clear-cut violations existed.

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

Our examination of expenditures revealed that no payments were made in excess of $21,000.00
“for the performance of any work or the furnishing or hiring of any materials or supplies" other
than those where bids had been previously sought by public advertisement or where a resolution
had been previously adopted under the provision of N.J.S. 40A:11-6.
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GENERAL COMMENTS (CONTINUED)
DECEMBER 31, 2008

Collection of interest on Delinguent Taxes and Assessments

The statute provides the method for authorizing interest and the maximum rates to be charged

for the nonpayment of taxes and assessments on or before the date when they would become
delinquent.

The Governing Body, in January 2008, adopted the following resolution authorizing interest to be
charged on delinquent taxes and assessments:

RESOLVED, that in accordance with N.J.S. 54:4-67, as amended, the Tax Collector is
hereby authorized and directed to charge eight percent (8%) per annum on the first
$1,500.00 of the delinquency and eighteen percent (18%) per annum on any amount in
excess of $1,5600.00 becoming delinquent after the due date, and if a delinquency is in
excess of $10,000.00 and remains in arrears beyond December 31st, an additional penalty of
six percent (6%) shall be charged against the delinquency. There is a ten-day grace period
of quarterly tax payments made by cash, check or money order.

Water-Sewer Utility delinquencies are charged interest at the rate of one and one-half percent
per month pursuant to New Jersey Statutes.

It appears, from an examination of the Tax Collector and Water-Sewer Utility Collector's records,
that interest was collected in accordance with the foregoing resolutions and statutes.

Delinquent Taxes, Tax Title Liens and Delinquent Water-Sewer Rents and Liens

The detail of all unpaid taxes for 2008 and prior years and tax title liens is being properly carried
in the Tax Collector's records. An abstract taken from these records as at December 31, 2008

covering all unpaid charges on that date was verified with the accounting control figures shown in
this report.

The tax sale was held on October 15, 2008 and the sale was complete.

Inspection of tax sale certificates on file revealed that all tax sale certificates were available for
audit.

Finding:
Condition: Our 2007 examination revealed the Borough purchased a tax sale certificate at
its October, 2000 tax sale which was comprised of various outstanding municipal charges,
including an unpaid property demolition charge. The property has been sold, however the
Borough did not receive payment for its outstanding lien. Corrective action cited in the
Borough's corrective action plan did not result in the resolution of this condition this year.
Criteria: NJSA 54.5 et seq., govern the municipal tax sale laws.

Recommendation: It is again recommended the Borough initiate proceedings to either
collect or foreclose on tax sale certificate 2524000.
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GENERAL COMMENTS (CONTINUED)
DECEMBER 31, 2008

Delinquent Taxes, Tax Title Liens and Delinquent Water-Sewer Rents and Liens

(Continued)

The following comparison is made of the number of tax title liens receivable on December 31% of
the last three (3) years.

Number
Year of Liens
2008 7
2007 7
2006 7

It is essential to good management that all means provided by statute be utilized to liquidate tax
title liens in order to get such properties back on a taxpaying basis. Certain liens have been in
existence for greater than two years.

The detail of all unpaid Water-Sewer rents for 2008 and prior years and Water-Sewer liens is
being properly carried in the Water-Sewer Collector's records. An abstract taken from these
records as at December 31, 2008, covering all unpaid charges on that date was verified with the
accounting control figures shown in this report.

Finding:

Condition: Our examination revealed that all tax and water-sewer utility payments received
are posted into the computer system as being paid by check.

Criteria: Sound internal controls mandate that the nature of funds deposited by the tax office
be differentiated between cash payments and those made by check, wire, or money order.

Recommendation: It is recommended that tax and water-sewer payments be entered into
the computer system as either cash, check, or money order.
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OTHER COMMENTS
DECEMBER 31, 2008

Cash Balances

The cash balances in all funds were verified by independent certifications obtained from the
depositories as at December 31, 2008 and as of March 31, 2009 in connection with the
supplemental reconciliations.

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

The change funds and petty cash funds were counted.

Revenues

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

Finding:
Condition: Our examination of the Recreation Department’s records revealed their cash
receipts ledger was not maintained timely. Furthermore, we noted many instances where
cash receipts were presented for deposit for which no source document was provided.
Criteria: Sound internal controls and Borough policy mandates each department which
collects fees maintain a cash receipts subsidiary ledger which details the date, payee,
amount and type of payment received.

Recommendation: It is recommended that the Recreation Department maintain a cash
receipts journal timely.

Expenditures

The vouchers for all funds were examined to the extent deemed necessary to determine that
they carried the properly executed certifications as required by statute.
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OTHER COMMENTS (CONTINUED)
DECEMBER 31, 2008

Payroll

An examination was made of the employees' compensation records for the year 2008 to
determine that salaries were paid in conformity with the amounts of salaries and wages
authorized by ordinance. Vouchers for overtime and part-time wages were checked.

Finding:

Condition: Our examination revealed that certain Borough employees are provided vehicles
which are used by these employees to commute to and from work.

Criteria: Internal Revenue Service regulations require employers who provide vehicles to
employees which use these vehicles for commuting purposes to report as a taxable fringe
benefit the value of the commuting use of the vehicle, prescribed by the Internal Revenue
Service at $3.00 per day. Certain employees who receive this benefit are exempt from this
income reporting, such as police officers and fire related emergency vehicles.

Recommendation: None, in as much as the taxable fringe benefit has been added to the
taxable wages of those employees required to report same.

Miscellaneous Comments

The confirmations sent to the Local and Regional Boards of Education verified the correct school
taxes payable at December 31, 2008.
Finding:

Condition: Our examination of the Borough's General Capital Fund revealed the
following ordinance has a cash deficit at year end which is greater than five years old:

General Capital
Ordinance 2-01 $32,738.86

Recommendation: None, in as much as the Borough has funded this item in its 2009
budget.
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OTHER COMMENTS (CONTINUED)
DECEMBER 31, 2008

Miscellaneous Comments (continued)

Finding:

Condition: Our examination revealed that charges to the Trust Other Fund Reserve for
Off-Duty Police Services were made for “Borough” mandated services for which no funds
were deposited or required to be deposited into this Reserve.

Criteria: Off-duty police officers routinely provide services during construction projects
or other special events for outside contractors. When the Borough requires off-duty
police services on one of its road improvement projects, the cost of this service must be
borne by either the bond ordinance funding the improvement or by a budget
appropriation. Charges to the Trust Reserve can only be made for services provided to
outside contractors which have placed adequate funds in the Reserve for this purpose.

Recommendation: None, in as much as the Borough has corrected their procedures so
that charges to the Trust Other Fund Reserve for Off-Duty Police Services are limited to
amounts deposited by outside contractors for these services.

Finding:
Condition: Our examination again revealed that the official minutes of the Borough are

incomplete. Resolutions and Ordinances that were approved by the Mayor and Council
were available for audit.

Criteria: Statutes require all governments to maintain a permanent bound minute book
that is maintained on a current basis.

Recommendation: It is again recommended that the official minutes of the Borough be
approved on a timely basis.
All of the foregoing comments and recommendations were discussed at an audit exit conference
held at the Borough Hall with the appropriate Borough Officials.
Appreciation
| desire to express my appreciation for the cooperation received from the Borough Officials and

Employees and the courtesies extended during the course of the audit.

Status of Prior Year's Recommendations

The prior year's corrective action plan approved by the Mayor and Borough Council was
successful in correcting all of the areas addressed in the prior year's recommendations, except
for prior year's audit recommendation 2007-1 which is repeated in the recommendations which
follow as recommendation 2008-1 and 2007-4 which is repeated as recommendation 2008-4.
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RECOMMENDATIONS
DECEMBER 31, 2008

It is recommended:

2008-1  That the Borough initiate proceedings to either collect or foreclose on tax sale
certificate 2524000.

2008-2  That tax and water-sewer payments be entered into the computer system as either
cash, check, or money order.

2008-3  That the Recreation Department maintain a cash receipts journal timely.

2008-4  That the official minutes of the Borough be approved on a timely basis.

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

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

Very truly yours,

David A. Kaplan
Certified Public Accountant
Registered Municipal Accountant #433

For The Firm
DAK CPA Certified Public Accountants
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