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INDEPENDENT AUDITOR'S REPORT

Mommucuth County Office

912 Highway 33 « Suite 2
Freehold, NJ 07728
(732) 4090800
Fax: (732) 866-9312

Qcean County Office

512 Main Street « PO Box 1778
Toms River, NJ 08754
{732) 240-5600
Fax: (732) 505-8338

Honorable Mayor and Members
of the Township Committee
Township of Colts Neck, New Jersey

We have audited the accompanying regulatory-basis financial statements of the Township of
Colts Neck, County of Monmouth, New Jersey ("Township") as of December 31, 2010 and
2009, and for the year ended December 31, 2010, which collectively comprise the Township’s
basic financial statements as listed as financial statement exhibits in the Table of Contents.
These financial statements are the responsibility of the Township's management. Our
responsibility is to express an opinion on these financial statements based on our audit.

Except as discussed in the following paragraph, 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 Comptroiler
General of the United States; and in compliance with the audit requirements prescribed by the
Division of Local Government Services, Department of Community Affairs, State of New Jersey
(“Division”). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatemeni. 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 Township prepares its financial statements using accounting
practices that demonstrate compliance with the regulatory basis of accounting and budget laws
prescribed or permitted by the Division, which practices differ from accounting principles
generally accepted in the United States of America. The effects on the financial statements of
the variances between these regulatory accounting practices and accounting principles
generally accepted in the United States of America, although not reasonably determinable, are
presumed to be material. In addition, the financial statements of the Length of Service Award
Program Fund (*LOSAP”) have not been audited, and we were not required by the Division of
Local Government Services, Department of Community Affairs, State of New Jersey to audit
nor were we engaged to audit the LOSAP Fund financial statements as part of our audit of the
Township's financial statements. The LOSAP Fund financial activities are included in the
Township’s Trust Fund, and represent 7.54% and 5.34% of the assets and liabilities,
respectively, of the Township’s Trust Funds as of December 31, 2010 and 2009.



Honorable Mayor and Members

of the Township Committee
Township of Colts Neck, New Jersey
Page 2

in our opinion, because of the effects of the Township’s preparing 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 Township as of December 31, 2010 and
2009, or the changes in its financial position, or, where applicable, its cash flows for the years
then ended. Further, the Township has not presented a Management's Discussion and
Analysis that accounting principles generally accepted in the United States of America has
determined is necessary to supplement, although not required to be part of, the basic financial
statements.

Also in our opinion, except for the effects of such adjustments, if any, as might have been
determined to be necessary had the LOSAP Fund financial statements been audited, the
regulatory-basis financial statements referred to above present fairly, in all material respects,
the financial position, on a regulatory accounting basis, of the various funds of the Township as
of December 31, 2010 and 2009, and the results of operations and changes in fund balance -
regulatory basis of such funds for the years then ended and the Statements of Revenues -
Regulatory Basis and the Statement of Expenditures - Regulatory Basis of the various funds for
the years ended December 31, 2010 and 2009 on the basis of accounting described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated
March 15, 2011 on our consideration of the Township's internal control structure over financial
reporting and 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 controf 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
compiiance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and shouid be considered in assessing the results of our audit.

Our audit was performed for the purpose of forming an opinion on the regulatory-basis financial
statements taken as a whole. The accompanying supplementary schedules and Comments
section listed in the Table of Contents are presented for purposes of additional analysis as
required by the Division of Local Government Services, Department of Community Affairs, State
of New Jersey and are not a required part of the regulatory-basis financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the financial
statements and, in our opinion, is fairly stated in all material respects in relation to the financial
statements taken as a whole, on the basis of accounting described in Note 1,

Huichins, Fawidl, Meger & Allison, “P. A.

Independent Auditors

Robertw\/\l, Allison
Registered Municipal Accountant
(#483)

March 15, 2011
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Exhibit A-1
TOWNSHIP OF COLTS NECK
COUNTY OF MONMOUTH, NEW JERSEY

CURRENT FUND

COMPARATIVE STATEMENT OF GPERATIONS AND CHANGES IN FUND BALANCE -
REGULATORY ACCOUNTING BASIS

Years ended December 31, 2010 and 2009

Referenice 2010 2009

Revenue and Other Income Realized
Fund Balance Utilized A-2 $ 2,300,000.00 $ 2,236,650.00
Misceltaneous Revenue Anticipated A-2 2,766,836.05 3,175,685.8C
Receipts From Delinquent Taxes A-2 514,823.43 404,282.87
Receipis From Current Taxes A-Z 4-A 46,736,513.45 45 166,147 27
Non-Budget Revenue A-2 398,774.51 459,778.81
Other Credits To Income;

Senior Citizens’ and Veterans' Allowed 3-A 250.00

Unexpended Balance of Appropriation Reserves 12-A 88,914.09 105,642.14

Accounts Payable Cancelled A-1 489768

52.653,082.57

52 801,111.53

Expenditures
Budget Appropriations Within "CAPS™

Operations:
Salaries and Wages A-3 4.233,249.72 4,226,829.00
Other Expenses A-3 2,946,974.00 2,894 430.00
Deferred Charges and Statutory
Expenditures A-3 853,402.00 320,000.0C
Appropriations Excluded From "CAPS™
Operations:
Salaries and Wages A-3 30,000.00 20,000.00
Cther Expenses A-3 437,966.98 813,229.85
Capital Improvements A-3 161,250.00 135,500.00
Municipat Debt Service A-3 849,389.38 936,299.56
Deferred Charges A-3 81,0600.0C 84,000.00
Refund Prior Year Revenue 1-A 81,659.89
Open Space Fund Tax S-A 778.228.30 363,448.65
County Taxes 18-A 9,084 455.70 8,935,383.81
Due To County for Added and Omitted Taxes 17-A 18,751.43 50.176.06
Loesl District School Tax 18-A 20,761,437.00 19,649,238.00
Regionat High Schoof Tax 19-A 11,357,240.90 11,948,940.41
51,765,005.30 50,478,475.44
Excess in Revenue 1,036,106.23 2,074,607 .13
Adjustments To Income Before Fund Balance
Expenditures Included Above Which Are By
Statute Deferred Charges To Budget of
Succeeding Year:
Qveraxpenditure of Appropriations 1,489.72
Emergency Appropriation 150,000.00
Special Emergency Authorization 20,000.00
7-A 171,488.72
Statutory Excess To Fund Balance 1,207,695.65 2,074 607.13
Fund Balance, January 1 A 2,451,817.62 2,613,860.38
3,659,41347 4,688,457 .52

Decreased By
Utilized as Anticipated Reavenue A-1 A2 2,360,000.00 2,238,650.00

JORINNEN St R thovibut B sl st

Fund Balance, December 31 A $ 135041347 § 245181752

See accompanying notes.



Exhibit_A-2

TOWNSHIP OF COLTS NECK Page 10of 3
CCOUNTY OF MONMOUTH, NEW JERSEY
CURRENT FUND
STATEMENT OF REVENUES - REGULATORY ACCOUNTING BASIS
Year ended December 31, 2010
Anticipated Budget Armount Excess/

Reference Budget Amendments Realized (Beficit}
Fund Balance Anticipated An $ 2,300,000.00 2,300,000.00
Misceltaneous Revenues:

Local Revenues:
Licenses:
Aleoholic Beverages 8-A 13,5C0.00 14,508.00 % 1,008.00
Fess and Permits 8-A 55,060.00 83,325.00 28,325.00
Fines and Costs:
Municipal Court 8-A 205,000.00 181,816.10 (23,083.90)
Interest and Costs on Taxes 8-A §6,000.00 135,847 55 53,847 55
Interest on Investments and Deposits 8-A 229,870.00 137,831.17 {92,038.83)
Recreation Fees 8-A 182,000.00 185,575.25 3,575.25
State Aid Without Offsetting Appropriations;

Energy Receipts Tax §-A 1,8562,550.00 1,952,550.00

Watershed Moratorium 8-A 28,388.00 28,388.00
Additional Revenue With Offsetting Appropriations:

Group Health Insurance Premium Contributions 8-A 45 130.00 (45,130.00)
State Revenues Offset with Appropriations:

Clean Communities Program 10-A 2204932 $ 698968 29,039.00

Municipai Alliance on Drug and Alcohol Abuse 10-A 10,663.0C 10,663.00

Body Armor Fund 10-A 1,037.19 2,155.7¢ 3,192.98
Total Miscelianeous Revenues A-1 2,802,798.51 9,145 47 2,766,836.05 {45,108.93)
Receipts From Delinguent Taxes A-1 320,00C.00 514,823 .43 124, 823.43
Amount To Be Raised By Taxes for

Suppert of Municipat Budget.

Local Tax for Municipa! Purposes A-2 5,302,38G.C0 5,467 000.12 164,620.12
Budget Revenues 10,795,178 .51 9,145.47 11,048,659.60 244,334.62
Non-Budget Revenues A-1,1-A 398,774.51 398,774.51

$ 10,795,179.51 $ 914547 § 11,447.434.114 $ 843,109.13

See accompanying notes.



Exhibit A-2
TOWNSHIP OF COLTS NECK Page 2 of 3
COUNTY OF MONMOUTH, NEW JERSEY
CURRENT FUND
STATEMENT OF REVENUES - REGULATORY ACCOUNTING BASIS

Year ended December 31, 2010

Reference

Analysis of Realized Revenues
Allocation of Current Tax Collections:

Revenue From Collections A-1,4-A $ 46,730,513.45
Allocated To: *

School, County, and Open Space Taxes 4-A 42,550,113.33

4 .180,400.12

Add: Appropriation "Reserve for

Uncollected Taxes" A-3 1,286,600.00
Amount for Support of Municipal Budget

Appropriations A-2 § 5467,00012
Receipts From Delinquent Taxes:

Delinquent Tax Collections 4-A 3 514,823.43

See accompanying notes.



Exhibit A-2
TOWNSHIP OF COLTS NECK Page 3 of 3
COUNTY OF MONMOUTH, NEW JERSEY
CURRENT FUND
STATEMENT OF REVENUES - REGULATORY ACCOUNTING BASIS

Year ended December 31, 2010

Analysis of Non-Budget Revenues Reference

Miscelianeous Revenue Not Anticipated:

See accompanying notes.

TV Cable Franchise Fees $ 29.874.00
Mercantile Licenses 5,750.00
Police Reports 3,556.35
Prior Year Reimbursements 11,695.53
Alarm Fines 17,000.00
Antenna Tower Fees 222 726.72
Refunds 9,583.22
Hotel Tax From State 12,588.00
Premium on Bond Sale 19,138.59
Sale of Assets 19,532.43
Recycled Scrap Metal 6,030.03
Park Rental 600.00
Miscellaneous 40,699.64

A-1,1-A $ 398,774.51

Fees and Permits:

Board of Health $ 18,285.00
Pianning Board Fees 33,825.00
Board of Adjustment Fees 18,065.00
Street Opening Permits 750.00
Fire Prevention Fees 10,000.00
Auction and Garage Sale Licenses 1,680.00
Miscellaneous 720.00

A2, 8-A $ 83,325.00
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Exhibit C-1
TOWNSHIP OF COLTS NECK
COUNTY OF MONMOUTH, NEW JERSEY
GENERAL CAPITAL FUND
COMPARATIVE STATEMENT OF FUND BALANCE - REGULATORY ACCOUNTING BASIS

Years ended December 31, 2010 and 2009

Reference

Balance, December 31, 2010 and 2009 C $ 34,081.71

See accompanying notes.
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TOWNSHIP OF COLTS NECK

COUNTY OF MONMOUTH, NEW JERSEY

GENERAL FIXED ASSETS ACCOUNT GROUP

COMPARATIVE STATEMENT OF GENERAL FIXED ASSETS -

REGULATORY ACCOUNTING BASIS

Land
Buildings and Improvements
Machinery, Equipment and Vehicles

Total General Fixed Assets

tnvestment in General Fixed Assets

Reference

1-D
2-D
3-D

D-1

December 31, 2010 and 2009

Balance
December 31,
2010

$ 19,695,421.69
3,602,612.00
6,622 5633.56

Exhibit D

Balance
December 31,
2009

$ 19,695421.69
2,587,664.00
6,721,394.66

$ 29,820,567.25

$ 29,004,480.35

$ 29,820,567.25

$ 29,004,480.35

See accompanying notes.



TOWNSHIP OF COLTS NECK

COUNTY OF MONMOUTH, NEW JERSEY

GENERAL FIXED ASSETS ACCOUNT GROUP

STATEMENT OF INVESTMENTS IN GENERAL FIXED ASSETS -

REGULATORY ACCOUNTING BASIS

Year ended December 31, 2010

Balance, December 31, 2009

increased By Additions:
Buildings and Improvements
Machinery, Equipment and Vehicles

Decreased By Deletions:
Buildings and Improvements
Machinery, Equipment and Vehicles

Balance, December 31, 2010

Exhibit D-1

$ 29,004,480.35

1,616,484.90

Reference
D
2D $ 1,023,295.00
3D 593,189.60
2-D 8,347.00
3D 792,051.00
D

See accompanying notes.

800,398.00

$ 29820,567.25
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TOWNSHIP OF COLTS NECK
COUNTY OF MONMOUTH, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS

Years ended December 31, 2010 and 2009

1. Summary of Significant Accounting Policies

A. Reporting Entity

The Governmental Accounting Standards Board (‘GASB") is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. GASB has
adopted accounting statements to be used by governmental units when reporting financial
position and results of operations in accordance with accounting principles generally accepted
in the United States of America (“GAAP”). The municipalities in the State of New Jersey do not
prepare financial statements in accordance with GAAP and thus do not comply with all of the
GASB pronouncements,

The financial statements of the Township of Colts Neck, County of Monmouth, New Jersey
("Township") include every board, body, officer or commission maintained wholly or in part by
funds appropriated by the Township, as required by the provision of N.J.S. 40A:5-5. The
financial statements, however, do not include the operation of School Boards, Volunteer Fire
Departments/Fire Districts and First Aid Squads which are subject to separate audit and are
considered component units under GAAP. Included within the financial statements are taxes
levied, collected and turned over to School Boards and appropriations for contributions to
Volunteer Fire Departments and First Aid Squads. Complete financial statements of the above
component units can be obtained by contacting the Treasurer of the respective entity.

B. Description of Funds

GASB is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. GASB Codification establishes three fund types to be used by
general purpose governmental units when reporting financial position and results of operations
in accordance with GAAP.

The accounting policies of the Township conform to the accounting principles and practices
applicable to municipalities prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey. The accompanying financial
statements are presented in the format prescribed by the State of New Jersey. Such principles
and practices are designed primarily for determining compliance with legal provisions and
budgetary restrictions and are a means of reporting on the stewardship of public officials with
respect to public funds. Under this method of accounting, the Township accounts for its
financial transactions through the following separate funds:

Current Fund - is used to account for all revenues and expenditures applicable to the general
operations of Township departments.

Trust Funds - are used to account for assets held by the Township in a trustee capacity or as
an agent for individuals and other governmental agencies. Funds held by the Township which
have restrictions placed on the use of such funds are recorded in the Trust Fund.



1.
B.

General Capital Fund - is used to account for financial resources to be used for the acquisition

TOWNSHIP OF COLTS NECK
COUNTY OF MONMOUTH, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS

Years ended December 31, 2010 and 2009

Summary of Significant Accounting Policies (continued)

Description of Funds (continued)

of general capital facilities. The major resources are derived from the sale of serial bonds and

bond anticipation notes.

General Fixed Assets Account Group - The Township has complied with Technical Accounting

Directive No. 85-2 issued by the Division of Local Government Services. Technical Accounting

Directive No. 85-2 utilizes the following accounting policies:

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

Alt fixed assets are valued at historical cost or estimated historical cost if actual
historical cost is not available, except for {and which is valued at estimated
market value. An adjustment fo fixed assets values was made in 2007 to agree
to amounts reported in Property Record Reports compiled by L.T. Annum
Appraisal Services.

No depreciation is provided for in the financial statements.

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

Fixed assets acquired through grants in aid or contributed capital are not
accounted for separately.



TOWNSHIP OF COLTS NECK
COUNTY OF MONMOUTH, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS

Years ended December 31, 2010 and 2009

1. Summary of Significant Accounting Policies (continued)

C. Measurement Focus, Basis of Accounting and Basis of Presentation

The accounting principles and practices prescribed for municipalities by the Division of Local
Government Services differ in certain respects from GAAP applicable to local government units.
The more significant differences follow.

A modified accrual basis of accounting is followed by the Township. Modifications from the
accrual basis follow:

Revenues

Revenues are recorded as received in cash except for statutory reimbursements
and grant funds, which are due from other governmental units. State and federal
grants for operating purposes are realized as revenues when anticipated in the
Township budget. Receivables for property taxes are recorded with offsetting
reserves within the Current Fund., Other amounts that are due to the Township
which are susceptible fo accrual are recorded as receivables with offsetting
reserves. These reserves are liquidated and revenues are recorded as realized
upon receipt of cash. GAAP requires the recognition of revenues for general
operations in the accounting period in which they become available and
measurable.

Expenditures

(a) Disbursements for Current Fund inventory-type items are considered
expenditures at the time of purchase;

{b) Prepaid expenses are not recorded;

! interest on long-term debt included in the General Capital Fund is
recorded as an expenditure when paid,;

() The encumbrance method of accounting, which records commitments
such as purchase orders and contracts as a charge against the current
year's budget in addition to expenditures made or accrued, is utilized.
The cash basis of accounting, however, is followed for recording the
Township's share of contributions for fringe benefits, such as retirement
plans, accrued sick leave and vacation leave.

Appropriation reserves are recorded at December 31 for unexpended appropriation balances
except for amounts which, according to state statutes, may be cancelled by the governing body.
The appropriation reserves are available to satisfy specific claims, commitments or contracis
incurred during the preceding fiscal year. At the end of the succeeding fiscal year, the
remaining unexpended balances lapse to fund balance through other credits to revenue.



TOWNSHIP OF COLTS NECK
COUNTY OF MONMOUTH, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS

Years ended December 31, 2010 and 2009

1. Summary of Significant Accounting Policies (continued)

C. Measurement Focus, Basis of Accounting and Basis of Presentation (continued)

Had the Township's financial statements been prepared under generally accepted accounting
principles, the encumbrance method of accounting would be followed for expenditures presently
reflected on a paid or charged basis, appropriation reserves would not be recorded, revenues
susceptible to accrual would have been reflected without offsetting reserves and inventories
would not be reflected as expenditures at the time of purchase.

Accordingly, the accompanying financial statements are not intended to present financial
position and results of operations in conformity with generally accepted accounting principles.

D. Budgets and Budgetary Accounting

An annual budget is required to be adopted and integrated into the accounting system to
provide budgetary control over revenues and expenditures. Budget amounts presented in the
accompanying financial statements represent amounts adopted by the Township and approved
by the State Division of Local Government Services in accordance with N.J.S.A. 40A:4 et seq.

E. Grants

Current Fund - State and federal grants and assistance awards made on the basis of
entitlement periods are recorded as revenues when entittement occurs.

Trust Fund - State and federal grants and assistance awards are dedicated by rider in the Trust
Fund. A receivable and corresponding spending reserve are recorded when the grant is
awarded.

Capital Fund - State and federal grants and assistance awards are recorded as a funding
source for improvement authorizations or are established as receivables with an offsetting
reserve.



TOWNSHIP OF COLTS NECK
COUNTY OF MONMOUTH, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS

Years ended December 31, 2010 and 2009

1. Summary of Significant Accounting Policies (continued)

F. Assessment and Collection of Property Taxes

New Jersey statutes require that taxable valuation of real property be prepared by the local unit
tax assessor as of October 1 in each year and filed with the County Board of Taxation by
January 10 of the following year. Upon the filing of certified adopted budgets by the Local Unit,
Local School District, County and Special Districts, the tax rate is struck by the County Tax
Board based on the certified amounts in each of the taxing districts for collection to fund the
budgets. Pursuant to statute, this process is to be completed on or before May 3, with a
completed duplicate of the tax rolls to be delivered to the LLocal Unit Tax Collector on or before
May 13. New Jersey statutes require that each local unit provide for sufficient anticipated cash
receipts equal to the "lawful yearly expenditure" which includes the total amount of property
taxes to be raised by the local unit.

Taxes are levied on an annua!l basis and are due quarterly on February 1, May 1, August 1, and
November 1. Any taxes not paid as of December 31 are subject to tax sale and lien in the
subsequent year, with the exception of bankruptcies. The date of tax sale is at the discretion of
the tax collector.

G. Foreclosed Property

Real property acquired for taxes is recorded in the Current Fund at assessed valuation when
such property is acquired and is fully reserved.

H. interfund Receivables

Interfund receivables created by cash transfers from the Current Fund are recorded with
offsetting reserves created by charges to operations. Income is recognized in the year the
receivables are liquidated. Interfund receivables in other funds are not offset by reserves.

l. Deferred Charges to Future Taxation Funded and Unfunded

Upon the authorization of capital projects, the Township establishes deferred charges for the
costs of the capital projects to be raised by future taxation. Funded deferred charges relate to
permanent debt issued, whereas unfunded deferred charges relate to temporary or non-funding
of the authorized cost of capital projects. According to N.J.S.A. 40A:2-4, the Township may
levy taxes on all taxable property within the local unit to repay the debt. Annually, the Township
raises the debt requirements for that particular year in the Current Fund budget. As funds are
raised, the deferred charges are reduced.



TOWNSHIP OF COLTS NECK
COUNTY OF MONMOUTH, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS

Years ended December 31, 2010 and 2009

1. Summary of Significant Accounting Policies (continued)

Jd. Pension Plans

Substantially, all Township employees participate in the Public Employees' Retirement System
("PERS") and the Police and Firemen's Retirement System ("PFRS"). The Division of Pensions
within the Treasury Department of the State of New Jersey is the administrator of the funds and
charges municipalities annually for their respective contributions. The plans provide retirement
and disability benefits, annual cost of living adjustments, and death benefits to plan members
and beneficiaries. The plans are cost sharing multiple-employer defined benefit plans and as
such do not maintain separate records for each municipality in the state and, therefore, the
actuarial data for the Township is not available. The Division of Pensions issues publicly
available financial reports for each of the plans that include financial statements and required
supplementary information. The reports may be obtained by writing the State of New Jersey,
Division of Pensions.

Covered employees are required by State statute to contribute a certain percentage of their
salary to the plan. Each member's percentage is based on age determined at the effective date
of enroliment. In addition, PERS and PFRS bill the Township annually at an actuarially
determined rate for its required contribution. The current rate is 5.5% for PERS and 8.5% for
PFRS of annual covered payroll.

Year PERS PFRS

2010 $ 191,516.00 $ 349,080.00

2009 168,427.00 347,472 .00

2008 121,8968.80 303,835.00
K. Volunteer Length of Service Award Plan

The Township has established a Volunteer Length of Service Award Plan (“LOSAP") (“Plan’} to
ensure retention of the Township's volunteer First Aid squad. The Plan shall be construed
under the laws of the State of New Jersey and is established with the intent that it meets the
requirements of a “length of service award plan under Section 457(e)11 of the Internal Revenue
Code”.

Annual Contributions - The annual contribution to be made by the Township for each active
volunteer member shall be $400.00, $750.00, or $1,255.00 per year of active emergency
service, commencing with the year 2004.

Appropriations - Appropriations for the purpose of funding the Township's LOSAP shall be
included as a separate line item in the Township's budget, commencing with the year 2004.
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NOTES TO FINANCIAL STATEMENTS

Years ended December 31, 2010 and 2009

1. Summary of Significant Accounting Policies {(continued)

K. Volunteer Length of Service Award Plan {continued)

Periodic Increases - Notwithstanding the provisions above, the annual contribution to be made
by the Township for each active volunteer member shall be subject to periodic increases based
upon the “consumer price index factor” pursuant to subsection f. of section 3 of P.L. 1997, c.
388 (N.J.S.A 40A:14-185).

Estimated Cost - The estimated cost of the program to the Township has been calculated to be
approximately $127,138.00 per year. (This amount may vary annually, however, based upon the
total number of eligible active volunteer members in the program).

L. Deposits and Investments

Deposits

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 by any other
agencies of the United States that insure deposits or the State of New Jersey Cash
Management Fund. New Jersey statutes require public depositories to maintain collateral for
deposit of public funds that exceed insurance limits as follows:

The market value of the collateral must equal 5 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 $25000,000. 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 which mature within one year. Collateralization of Fund investments is
generally not required.
















































































































































































































































