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EXHIBIT A

{Continued)
COMPARATIVE BALANCE SHEET - CURRENT FUND - REGULATORY BASIS
Balance Balance
Ref. Dec, 31, 2012 Dec. 31, 2011
LIABILITIES, RESERVES AND FUND BALANCE
Regular Fund
Liabilities:
Cash - Treasurer $ 3,644,574.91
Appropriation Reserves A-3:A-14 B 625 677.79 800,834.64
Encumbrances Payable A-15 1,910,203.10 1.970,815.93
Due State of New Jersey -~ Senior Citizen
and Veterans Deductions A-13 10,285.85 10,745.85
Prepaid Taxes 40,764.37 44 389.94
Tax Overpayments 4576
Sewer Overpayments 355.20 3,420.00
Due State of New Jersey - DCA Fees 805.00 779.00
Payroll Taxes Payable 9,884.94 12,869.48
Due to Escrow Trust 715.84
Due to Trust Other B 163.58
Reserve for Garden State Preservation Trust 35,841.00 35,841.00
2,633,980.83 8,525,032.35
Reserve for Receivables 136,786.71 131,300.33
Fund Balance A1 1,591,323.52 1,766,013.66
4,362,091.08 8,422 346.34
Federal and State Grant Fund
Encumbrances Payable A-18 1,930.20 1,869.00
Reserve for Grants - Appropriated A-17 318,283.52 269,059.47
Reserve for Grants - Unappropriated A-18 152,444 11 143,190.68
472 657.83 414.119.15

3 4,834,748.89

$ 8,836,465.49

The accompanying notes to the financial statements are an integral part of this statement.
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STATEMENT OF REVENUES - REGULATORY BASIS

Fund Balance Anficipated

Miscellaneous Revenues:

Fines and Costs:
Municipal Court

interest on Investments and Deposits

Police Agreement

Trash Agreement

L.eisure Arms Rentals

Sewer Rents

Energy Receipts Tax

Reserve for Garden State Trust Preservation

Uniform Construction Code Fees

Senior Citizen Lunch Program

Recycling Tonnage Grant

Clean Communities

Alcohol Education and Rehabilitation Fund

Municipal Alllance on Alcoholism and Drug Abuse

Senior Citizen and Disabled Resident
Transportation Grant

Body Armor Replacement Grant

Reserve for Self Insurance Fund-Canceled

Total Miscellaneous Revenues
Receipts from Delinquent Taxes
Budget Totals

Non-Budget Revenues:

From "Allocation of Current Tax Coliections”
Other Non-Budget Revenue

Ref,
A1

A-12
A-12
A-12
A-12
A-12
A-12
A-12
A-12
A-12
A-12
A-186
A-16
A-16
A-16

A-12
A-16
A-18

A-2

Ref,

EXHIBIT A-2

Anticipated
Budget Excess or
2012 Realized (Deficit)
$ 1,734,318.53 1,734,319.53
29,000.00 30,610.74 1,610.74
2,000,000.00 2,298,641.46 298,541.46
88,000.00 90,000.00 2,000.00
168,305.00 176,563.00 8,258.00
144,000.00 154,865.04 10,865.04
§5,000.00 117,644.40 32,644.40
4,877,154.00 5,000,361.00 23,207.00
35,841.00 35,841.00
15,000.00 23,237.00 8,237.00
30,000.00 25,481.50 (4,518.50)
9,493.60 9,493.60
6,786.82 6,786.82
485,41 485.41
3,5613.34 3,613.34
108,182.66 108,182.66
1,437.28 1,437.28
225,000.00 225,000.00
7,927,199.11 8,308,044.25 380,845.14
25,000.00 70,399.22 45,399.22
9,686,518.64 10,112,763.00 426,244.36
11,154.63
275,987.26
§ 5,686,5618.64 $ 10,399,904.89
A-3

The accompanying notes to the financial statements are an integral part of this statement.
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OPERATIONS WITHIN "CAPS"
GENERAL GOVERNMENT

Purchasing Department
Salaries & Wages
Postage
Other Expenses

Mayor and Township Committee
Salaries & Wages
Other Expenses

Township Clerk
Salaries & Wages
Printing and Legal Advertising
Other Expenses

Financial Administration
Salaries & Wages
Other Expenses

Audit Services
Other Expenses

Revenue Administration {Tax Collection)
Sataries & Wages
Other Expenses

Tax Assessment Administration
Salaries & Wages
Other Expenses

Legal Services & Costs
Other Expenses

Engineering Services & Costs
Other Expenses

The accompanying notes {o the financial statements are an integral part of this statement.

STATEMENT OF EXPENDITURES - REGULATORY BASIS

EXHIBIT A-3

Appropriations Expended
Budget After Paid or
Budget Modifications Charged Encumbered Reserved

$ 36,800.00 $ 38,800.00 35,065,00 $  1,735.00
5,500.00 5,500.00 4,040.00 1,460.00
4,350.00 4,350.00 1,247.90 157.94 2,944.16
38,925.00 38,925.00 38,905.00 20.00
1,400.00 1,4C0.00 445.00 955.00
72,000.00 72,000.00 69,380.00 2,620.00
2,500.00 2,500.00 1,143.50 1,358.50
18,100.00 18,100.00 8,816.92 3,274.08 6,008.02
38,800.00 36,800.00 35,085.00 1,735.00
50,500.00 50,500.00 43,107.18 1,865.00 5,627.82
32,000.00 32,000.00 12,620.00 19,380.00
19,300.00 19,300.00 18,483.10 816.90
7,000.00 8,000.00 7,763.29 236.71
22,000.00 22,000.00 20,000.00 2,000.00
1,500.00 1,500.00 1,444.43 55.57
36,000.00 35,000.00 26,828.72 9,171.28
15,000.00 15,000.00 2,705.24 12,294.76
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Rescue
Other Expenses

Municipal Prosecutor
Salaries & Wages

PUBLIC WORKS FUNCTIONS

Supervision of Public Works
Salaries & Wages
Other Expenses

Road Repairs & Maintenance
Salaries & Wages
Cther Expenses

Miscellaneous Other Expanses
Municipal Garage

Solid Waste Collection
Salaries & Wages
Other Expenses

Public Buildings & Grounds
Other Expenses

Mosquito Control
Other Expenses

HEALTH AND HUMAN SERVICES

Public Health Services {Board of Health)
Other Expenses

Dog Regutation
Salaries & Wages
Other Expenses

The accompanying notes to the financial statements are an integral part of this statement.

EXHIBIT A-3

{Continued)
STATEMENT OF EXPENDITURES - REGULATORY BASIS
Appropriations Expended
Budgst After Paid or
Budget Modifications Charged Encumbered Reserved
14,750.00 17.,750.00 11,669.99 212445 3,965.56
10,000.00 10,000.00 7,791.67 2,208.33
30,000.00 30,000.00 30,000.00
3,000.00 3,000.00 275.00 2,725.00
§20,000.00 528,000.00 521,825.07 6,174.93
39,500.00 38,500.00 15,310.24 12,427.95 11,761.81
98,000.00 98,000.00 66,537.22 26,715.79 4,746.99
157,000.00 157,000.00 111,543.41 45,456.59
3,000.00 3,000.00 805.81 36.00 2,358.19
87,000.00 87,000.00 62,802.43 21,897.45 2,300.12
50,000.00 9,000.00 146.00 8,854.00
5,000.00 5,000.00 5,000.00
3,500.00 3,500.00 1,614.51 1,885.49
13,500.00 13,500.00 9,758.69 3,741.31
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UNIFORM CONSTRUCTION CODE -
APPROPRIATIONS OFFSET BY DEDICATED
REVENUES (NJAC 5:23-4.17)
State Uniform Construction Code
Construction Official
Salaries & Wages
Other Expenses
Plumbing Inspection
Salaries & Wages
Electrical Subcode Official
Salaries & Wages
Fire Inspection
Salaries & Wages
Other Expenses

Total Operations within "CAPS"
Contingent

Total Operations Including Contingent

Detail:
Salaries & Wages
Other Expenses

STATUTORY EXPENDITURES
Contribution to:
Public Employees’ Retirement System
Social Security System (OASDH
Police and Firemen's Retirement System of NJ

Total Deferred Charges & Statutory
Expenditures - Municipal within "CAPS"

Total General Appropriations for
Municipal Purpeses within "CAPS"

{Continued)
STATEMENT OF EXPENDITURES - REGULATORY BASIS
Appropriations Expended
Budget After Paid or
Budgst Modifications Charged Encumbered Reserved

14,500.00 14,500.00 14,060.00 440.00
800.00 800.00 508.13 291.87
1,100.00 1,100.00 1,000.00 100.00
5,775.00 5,775.00 5,358.98 416.04
3,600.00 3,600.00 3,500.00 100.00
2,500,00 2,500.00 500,00 2,000.00
5,598,084.00 5,649,094.00 4,825,800.83 264,403.10 558,890.07
2,000.00 2,000.00 2,000.00
5,601,094.00 5,651,094.00 4,825,800.83 264,403.10 560,890.07
2,354,450.00 2,362,450.00 2,222,270.40 140,179.60
3,246,844.00 3,288,644.00 2,603,530.43 264,403.10 420,710.47

168,635.00 168,635.00 168,635.00
220,000.00 220,000.00 172,757.08 47,242.92

177,158.00 177,158.00 177,158.00
565,793.00 565,793.00 518,550.08 47,242 92
6,166,887.00 6,216,887.00 5,344,350.91 264,403.10 608,132.99

The accompanying notes to the financial statements are an integral part of this statement.

EXHIBIT A-3
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Total General Appropriations for Municipal
Purposes Excluded from "CAPS"

Subtotal Generai Appropriations
RESERVE FOR UNCOLLECTED TAXES

TOTAL GENERAL APPROPRIATIONS
Ref.

Budget

EXHIBIT A-3

{Continued)
STATEMENT OF EXPENDITURES - REGULATORY BASIS
Appropriations Expended
Budget After Paid or
Budget Modifications Charged Encumbered Reserved
3,442,793.45 3,442 79345 1,779,448 65 1,645,800.00 17,544.80
9,609,680.45 9,659,680.45 7,123,799.56 1,810,203.1¢ 625,677.79
76,838.19 76,838.19 76,838.19
$ 968651864 $ 9,736,518.64 $ 7,200637.75 $ 1,910,203.10 $ 625677.79
A-2 A3 A-15 A
Ref.
A-3 $ 9,686,518.64
A-1 $0,000.00

Emergency Appropriation

Reserve for Federal and State Grants
Reserve for Uncollected Taxes
Disbursed

The accompanying notes to the financial statements are an integrat part of this statement.

$ 9,736,518.64

Ref.
A7
A2
A4

17

$ 13077745
76,838.19
6,993,022.11

§ 7.200837.75
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EXHIBIT C-1

SCHEDULE OF FUND BALANCE - GENERAL CAPITAL FUND - REGULATORY BASIS

Ref.
Balance December 31, 2011 C $ 152,854.93
Balance December 31, 2012 C 3 152,854.93

The accompanying notes to the financial statements are an integral part of this statement.
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TOWNSHIP OF LOWER ALLOWAYS CREEK
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2012 AND 2011

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Description of Funds and Account Groups (Continued)
Payroll/Payroll Agency Account - Receipt and disbursement of funds to meet obligations to
employees and payroll tax liabilities.

General Fixed Assets - To account for fixed assets used in governmental operations.

C. Basis of Accounting

The accounting principles and practices prescribed for municipalities by the State of

New Jersey differs in certain respects from generally accepted accounting principles applicable to
local governmental units. The more significant accounting principles are as follows:

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

Revenues - are recorded when received in cash except for certain amounts which are due from
other governmental units. Receipts from Federal and State grants are realized as revenue when
anticipated in the Township budget. Receivables for property taxes and sewer rents are recorded
with offsetting reserves on the balance sheet of the Township’s Current Fund; accordingly, such
amounts are not recorded as revenue until collected. Other amounts that are due the Township
which are susceptible to accrual are aiso recorded as receivables with offsetting reserves and
recorded as revenue when received. Fund balance utilized to balance the budget is recorded as
revenue and budgeted transfers from other funds are also recorded as revenue when anticipated
in the budget. This method of revenue recognition differs from accounting principles generally
accepted in the United States of America which recognizes revenue in the accounting period in
which it is earned net of allowances for doubtful accounts.

Expenditures - are recorded on the “budgetary” basis of accounting. Generally, expenditures
are recorded when an amount is encumbered for goods and services through the issuance of a
purchase order in conjunction with the Encumbrance Accounting System. Outstanding
encumbrances at December 31 are reported as a cash liability in the financial statements and
constitute part of the Township’s statutory Appropriation Reserve balance. Appropriation
reserves covering unexpended appropriation balances are automatically created at December 31
of each year and recorded as liabilities, except for amounts which may be canceled by the
governing body. Appropriation reserves are available until lapsed at the close of the succeeding
year, to meet specific claims, commitments or contracts incurred during the preceding fiscal year.
Lapsed appropriation reserves are recorded as income. Grant appropriations are charged upon
budget adoption to create separate spending reserves. Budgeted transfers to other funds are
recorded as expenditures when the budget is adopted to the extent permitted or required by law.
Appropriations for principal payments on outstanding general capital bonds and notes are
provided on the cash basis; interest on general capital indebtedness is on the cash basis. This
method differs from accounting principles generally accepted in the United States of America
which requires that expenditures be recorded when services are rendered or goods are received.
Under accounting principles generally accepted in the United States of America appropriation
reserves do not exist and encumbrances do not constitute expenditures.
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TOWNSHIP OF LOWER ALLOWAYS CREEK
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2012 AND 2011

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Inventories of Supplies - The costs of inventories of supplies for all funds are recorded as
expenditures at the time individual items are purchased. The costs of inventories are not
included on the various balance sheets. Under accounting principles generally accepted in the
United States of America inventory would be recorded as an asset on the balance sheet.

Insurance - Cost of insurance for all funds are recorded as expenditures at the time of payment.
Insurance costs chargeable to future periods are not carried as prepayments.

General Fixed Assets - In accordance with NJAC 5:30-5.6 accounting for Governmental Fixed
Assets, as promulgated by the Division of Local Government Services, which differs in certain
respects from generally accepted accounting principles, the Township has developed a fixed
assets accounting and reporting system.

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

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

All fixed assets are recorded at historical cost or estimated historical cost if actual historical cost
is not available except for land, which is valued at estimated market value on the date of
acquisition. The Township capitalizes fixed assets with an original cost in excess of $5,000.00.

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

No depreciation has been provided for in the financial statements.

Fixed assets acquired through grants in aid or contributed capital, have not been accounted for
separately.

General L.ong Term Debt - General Long Term Debt is accounted for in the General Capital
Fund. Accounting principles generally accepted in the United States of America require General
Long Term Debt to be accounted for in the General Long Term Debt Account Group.

Use of Estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America or the regulatory basis of
accounting requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actuai results could differ from those estimates.
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TOWNSHIP CF LOWER ALLOWAYS CREEK
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2012 AND 2011

NOTE 2: BUDGETARY INFORMATION

The Township must adopt an annual budget in accordance with NJSA 40A:4 et. al. This budget is
required to be a balanced cash basis document. To accomplish this, the municipality is required to
establish a reserve for uncollected taxes. This protects the Township from taxes not paid currently.
Once approved, the Township may make emergency appropriations for a purpose which is not
foreseen at the time the budget is adopted per NJSA 40A:4-46 and 54, This type of appropriation
shall be made to meet a pressing need for public expenditure to protect or promote the public
health, safety or welfare prior to the next succeeding fiscal year. Emergency appropriations,
except those classified as a special emergency, must be raised in the budget of the succeeding
year. Special emergency appropriations are permitted to be raised in the budgets of the
succeeding three or five years. Budget transfers between appropriation accounts are prohibited
until the last two months of the year. Budget transfers during the year were not significant. After
approval from the Director, the Township can also make amendments for any special item of
revenue made available by any public or private funding source as per NJSA 40A:4-87. The
following budget amendment was approved as follows:

Current Fund
Emergency Appropriation $50,000.00

NOTE 3: CASH AND CASH EQUIVALENTS

Custodial Credit Risk - Deposits

Custodial Credit Risk is the risk that in the event of a bank failure, the government's deposits may
not be able to recover the value of its deposits or investments. Deposits are considered to be
exposed to Custodial Credit Risk if they are: uncollateralized (securities not pledged to the
depositor), collateralized with securities held by the pledging financial institution, or collateralized
with securities held by the financial institution’s trust department or agent but not in the
government's name. The municipality’s policy is based on New Jersey Statutes requiring cash to
be deposited only in New Jersey based banking institutions that participate in the New Jersey
Governmental Unit Deposit Protection Act (GUDPA) or in qualified investments established in
New Jersey Statues NJSA 40A:5-15.1(a) that are treated as cash equivalents. At December 31,
2012 and 2011, the carrying amount of the Township's deposits was $9,817,412.41 and
$26,522,656.70, respectively. As of December 31, 2012 and 2011, $0 of the municipality’s bank
balance of $10,159,802.88 and $27,644,156.61, respectively was exposed to Custodial Credit
Risk.

NOTE 4: INVESTMENTS

Custodial Credit Risk - Investments

Custodial Credit Risk is the risk that in the event of the failure of the counterparty, the Township
may not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party. Investment securities are considered to be exposed to Custodial
Credit Risk if they are: uninsured, are not registered in the name of the Township, and are held
by either the counterparty or the counterparty’s trust department or agent but not in the
government's name. None of the Township's $56,928,664.79 investments in government bonds
are held by the counterparty.
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TOWNSHIP OF LOWER ALLOWAYS CREEK
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2012 AND 2011

NOTE 5: RISK MANAGEMENT

The Township is exposed to various risks or loss related to torts, thefts of, damage to, and
destruction of assets, errors and omissions, injuries to employees, and natural disasters.
Employee health and accident insurance and public official bonds are provided through
commercial insurance.

The Township has adopted a plan of self-insurance for general liability coverage. Plan reserves
are charged for premium costs for commercial liability coverage as well as funding policy
deductibles. In addition, the Township has elected to self-insure all equipment with a value less
than $25,000.00. The balance in the self-insurance fund at December 31, 2012, was
$22,121,114.12. $0.00 of this balance was utilized as revenue in the Township's 2013 budget.
The Township maintains excess liability insurance for buildings and content with a $5,000.00
deductible and $1,000,000.00 excess liability insurance for automobiles with a $1,000.00
deductible.

NOTE 6: FUND BALANCES APPROPRIATED

Balance Litilized in Budget
Year December 31 of Succeeding Year
2012 $1,591,323.52 $ 1,386,270.56
2011 $1,766,013.66 $ 1,734,319.53
CurrentFund 2010 $ 608,085.20 3 444 000.00
2009 $ 3,149,377.63 $  3,000,000.00
2008 $ 4,980,393.51 $  2,335,000.00

NOTE 7: INTERFUND RECEIVABLES AND PAYABLES

The following schedule reconciles interfund receivables and payables for the year ended
December 31, 2012,

Due From Due To

Current Fund

Animal Control Trust $ 1,781.13

Trust Other $ 163.58
Animal Control Trust Fund

Current Fund 1,781.13
Trust Other

Current Fund 163.58

$ 1,944.71 $ 1,944.71

Interfunds were created due io reclassification of receipts.
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TOWNSHIP OF LOWER ALLOWAYS CREEK
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2012 AND 2011

NOTE 12: LENGTH OF SERVICE AWARD PROGRAM

The Township’s Length of Service Awards Program (LOSAP) was created by a Township
Ordinance which was adopted on August 19, 2008, in accordance with Chapter 338 of the Laws
of 1997. This plan is made available to all bona fide eligible volunteers who are performing
gualified services, which are defined as firefighting services, pursuant to section 457 of the
Internal Revenue Code of 1986, as amended except for provisions added by reason of the
LOSAF, as enacted into federal law in 1997. The establishment of this LOSAP also complies
with New Jersey Public Law of 1997, Chapter 338 and the LOSAP document. The balance is
subject to the general creditors of the Township. The Township's budget appropriation for 2012
and 2011 are $15,000.00 and $25,000.00, respectively.

NOTE 13: PENSION FUNDS

Description of Plans - All eligible employees of the Township are covered by either the Public
Employees’ Retirement System (PERS) or Police and Firemen's Retirement System (PFRS), a
cost-sharing, multiple-employer defined benefit pension plan which has been established by
state statute and is administered by the New Jersey Division of Pension and Benefits (Division).
According to the State of New Jersey Administrative Code, all obligations of the System will be
assumed by the State of New Jersey should the System terminate. The Division issues a
publicly available financial report that includes the financial statements and required
supplementary information for the retirement systems. The reports may be obtained by writing
to the Division of Pensions and Benefits, P.O. Box 295, Trenton, New Jersey 08625 or can be
accessed on the internet at hitp://www_state nj.us/treasurv/pensions/actuarial-rpts.shiml.

Public Employees’ Retirement System (PERS) - The Public Employees' Retirement System
(PERS) was established as of January 1, 1955, under the provisions of NJSA 43:15A to provide
retirement, death disability and medical benefits to certain qualified members. The Public
Employees’ Retirement System is a cost-sharing, multiple-employer plan. Membership is
generally required for 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 or other state or local jurisdiction.

Police and Firemen’s Retirement System (PFRS) - The Police and Firemen's Retirement
System was established in July 1944, under the provisions of NJSA 43:16A, to provide
coverage to substantially all full-time county or municipal police and fire-fighters and State fire-
fighters appointed after June 30, 1944. Enroliment is required for permanent, full-time
employees appointed to positions of law enforcement or firefighting in the State of

New Jersey.

Funding Policy - The contribution policy is set by NJSA 43:15A, Chapter 62, P.L. of 1994,
Chapter 115, P.L. of 1997, and NJSA 18:66 and requires contributions by active members and
contributing employers. Plan members and employer contributions may be amended by State
of New Jersey legislation. PERS provides for employee contributions of 6.5% of employees’
annual compensation, as defined. Subsequent increases will be phased in over 7 years (each
July 1) to bring the total pension contribution rate to 7.5% as of July 1, 2018. PFRS provides for
employee contributions of 10% of employees’ annual compensation, as defined. Employers are
required to contribute at an actuarial determined rate in PERS and PFRS. The PERS and
PFERS employer rates in effect for 2012 are 11.14% and 24.06%, respectively, of covered
payroll, respectively, as reported on June 30, 2010. The actuarially determined contribution
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TOWNSHIP OF LOWER ALLOWAYS CREEK
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2012 AND 2011
NOTE 14: POST-EMPLOYMENT HEALTHCARE PLAN (CONTINUED)

Annual OPEB Cost and Net OPEB Obligation (Continued) -

For covered retired employees $ 11,846,362.00
For active or terminated vested participants who have satisfied

the requirements (except for actually retiring) for retiree coverage 1,029,103.00
For other active participants 5,747,300.00
Total 18,622,765.00
Assets 0.00
Unfunded Actuarial Accrued Liability $ 18,622,765.00

Annual Required Contribution (ARC)

Annual Amount Toward Unfunded Actuarial Accrued Liability $ 1,153,750.00
Normal Cost for OPEB $ 449,951.00
Total $ 1,603,701.00

Funded Status and Funding Progress - As of December 31, 2012, the Township is
considered to be an unfunded plan. There are no plan assets. The retiree benefits are paid
annually on a cash basis.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend.

The Actuarial Accrued Liability (“AAL”) is the present value of all future expected post-retirement
medical payments and administrative costs which are attributable to past service. The Township's
unfunded AAL is calculated to be $18,622,765.00 as of December 31, 2012.

Actuarial Methods and Assumptions - Projections of benefits for financial reporting purposes
are based on the substantive plan (the plan as understood by the employer and the plan
members) and include the types of benefits provided at the time of each valuation and the
historical pattern of sharing of benefit costs between the employer and plan members to that
point. The actuarial methods and assumptions used include technigues that are designed to
reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of
assets, consistent with the long-term perspective of the calculations. The December 31, 2012,
actuarial valuation, utilized the projected unit credit method with amortization on a straight line
basis, was utilized for a period of 30 years.
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TOWNSHIP OF LOWER ALLOWAYS CREEK
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2012 AND 2011

NOTE 19: SUBSEQUENT EVENT

Management has reviewed and evaluated all events and transactions that occurred between
December 31, 2012 and June 19, 2013, the date that the financial statements were issued for
possible disclosure and recognition in the financial statements, and not items have come to the
attention of the Township that would require disclosure.
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SCHEDULE OF CURRENT FUND CASH - COLLECTOR

Balance December 31, 2011

Increased by Receipts:
Taxes Receivable
Tax Title Liens
Prepaid Taxes
Tax Overpayments
Sewer Overpayments
Sewer Receivable
Revenue Accounts Receivable

Decreased by Disbursements:
Transfers to Treasurer

Balance December 31, 2012

45

Ref.
A

A-8
A-9

A-11
A-12

A4

$ 2,541,130.13
58.66
39,583.94
1,134.67
355.20

978.91
135,094.72

EXHIBIT A-5

$ 92,889.63

2,718,336.23

2,811,225.86

2,743.406.55

$ 67,819.31
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EXHIBIT A-7
SCHEDULE OF CURRENT FUND INVESTMENTS - TREASURER
Ref.
Balance December 31, 2011 A $ 8,197,806.38

Increased by:
Purchase of investments A4 3,000,006.00

11,197,806.38

Decreased by:

Transfer to General Capital $ 8,149,866.86
Amortization of Premium/Discount A-12 47 939.52
8.197,806.38
Balance December 31, 2012 A $ 3,000,000.00
Schedule of Investments December 31, 2012
Date of Date of Interest Market Amortized
Issue Maturity Rate Value Cost
Port Authority of NY & NJ 9/28/2012  10/1/2062 4.458% $ 2,961,120.00 $ 3,000,000.00
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EXHIBIT A-8
(Continued)

SCHEDULE OF TAXES RECEIVABLE AND ANALYSIS OF PROPERTY TAX LEVY

Analysis of Property Tax Levy

Tax Yield
General Purpose Tax:
Business Personalty Tax 3 5,380.91
General Property Tax 2,603,833.77
2,609,214.68
Added Taxes (54:4-63.1 et seq.) 1,395.75
$ 2,610,610.43
Tax Levied
County Taxes:
County Tax (Abstract) $ 2,552,193.94
Due County for Open Space 55,523.38
Due County for Added Taxes
(54:4-63.1 et seq.) 1,395.75
Total County Taxes 2,609,113.07
Add: Additional Taxes Levied 1,497.36
1,497.36

$ 2,610,610.43
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SCHEDULE OF SEWER LIENS RECEIVABLE

Balance December 31, 2011

Decreased by:
Cash Receipts

Balance December 31, 2012

Ref.

A

A-5

51

EXHIBIT A-11

$ 3,086.43

978.91

$ 2,107.52
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EXHIBIT A-13

SCHEDULE OF AMOUNT DUE TO STATE OF NEW JERSEY -
SENIOR CITIZEN AND VETERANS DEDUCTIONS

Balance December 31, 2011

Increased by:
Cash Receipts

Decreased by:
2012 Deductions Per Tax Duplicate
2012 Deductions Allowed by Collector
2012 Deductions Disallowed by Collector

2011 Deductions Disallowed by Collector

Balance December 31, 2012

53

A-8
A-1

$ 10,745.85

27,540.00

38,285.85
$ 26,250.00
2,500.00
(500.00}
28,250.00
(250.00)

28,000.00

$ 10,285.85
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SCHEDULE OF ENCUMBRANCES PAYABLE

Balance December 31, 2011

Increased by:
Charges to 2012 Appropriations

Decreased by:
Payments
Canceled

Balance December 31, 2012

Ref.

A

A-3

55

$ 1,891,764.02
79,051.91

EXHIBIT A-15

1,970,815.93

1,910,203.10

3,881,019.03

1,970,815.93

1,810,203.10
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Federal Grants
Buifer Zone Protection Program
Municipal Stormwater Regulation Program

State Grants
Senior Citizen & Disabled Resident
Transportation Assisiance Act Program

dMunicipal Court Aleshol Education & Rehab Fund

Recycling Tonnage Grant

Body Armor Replacement Fund
Clean Communities

Brunk Driving Enforcement Fund

Municipal Alliance on Alcohol and Drug Abuse

SCHEDULE OF RESERVE FOR GRANTS - APPROPRIATED

EXHIBIT A-17

Transferred
from 2012
Balance Budget Encumbrance Balance
Dec. 31, 2011 Appropriation Dishursed Canceled Encumbered Dec. 31,2012
$ 4,900.98 $ 4,909.98
6,573.66 6,5673.66
11483.64 11,483.64
166,846.17 $ 108,182.66 $ 75279.28 $ 505.20 199,244.35
16,037.32 485,41 76.75 10,445.98
60,087.80 9,493.60 69,581.40
763.59 1,437.28 2,200.87
6,107.26 6,786.82 2,100.00 $  B800.00 1,425.00 9,969.08
9,820.71 9,920.71
3,812.98 4,391.68 2,767.17 5,437.49
257,575.33 130,777.45 80,223.20 600.00 1,830.20 308,799.88
$  269,059.47 $ 130,777.45 $  80,223.20 $ 60000 $ 1,830.20 $ 318,283.52
Ref, A A-3 A4 A-19 A-19 A

§7
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EXHIBIT A-19

SCHEDULE OF FEDERAL AND STATE GRANT ENCUMBRANCES PAYABLE

Balance December 31, 2011

Increased by:
Charges to Reserve for Grants Appropriated

Decreased by:
Payments
Canceled

Balance December 31, 2012

59

Ref.

A

A-17

A4
AT

$ 1,269.00

600.00

$ 1,869.00

1,830.20

3,799.20

1,869.00

) 1,830.20
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SCHEDULE OF TRUST FUND INVESTMENTS - TREASURER

Balance December 31, 2011

Increased by Receipts:
Amortization of Premium/Discount

Decreased by:
Transfer to General Capital Fund

Balance December 31, 2012

NJ EDA St Pension

NJ EDA St Pension

NJ EDA St Pension

NJ EDA St Pension

Cumberland County NJ Impr Series B
Bergen County Improvement Authority
South Jersey Port Corp Term P

NJ State EFA Rev Series B

Schedule of Investments December 31, 2012

Ref.
B

B

EXHIBIT B-2

23,219,153.36

44,188.18

23,263,341.54

2,034,528.00

21,228,813.54

Date of Date of Interest Market Amortized
Issue Maturity Rate Vaiue Cost
6/15/1997 211512029 7.425% 2,559,280.00 1,870,819.31
6/15/1997 21152029 7.425% 3,838,920.00 2,968,691.80
6/306/1997 2/15/2018 7.605% 1,696,580.00 1,541,871.04
4/6/2009 2/15/2029 7.425% 1,611,066.76 1,281,661.99
10/22/2009 4/15/2020 5.004% 4,552,960.00 4,000,000.00
3/31/2010 6/1/2040 5,760% 2,552,740.00 1,893,254.50
10/30/2009 11112040 7.370% 3,737,610.00 3,511,380.00
1/14/2010 7/1/2040 7.400% 4,168,548.00 3,961,134.90

62

24,717,704.76

21,228,813.54
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SCHEDULE OF RESERVE FOR OTHER TRUST FUNDS

Reserve for Escrow

Reserve for Self-Insurance Fund
Reserve for Municipal Drug Alliance Fund
Reserve for Recreation Activities
Reserve for Public Defender Fees
Reserve for Tax Sale Redemption
Reserve for Uniform Fire Safety

Ref.

EXHIBIT B-4

Balance Deposits, Fees Due to Balance
Dec. 31, 2011 and Donations  Dishursements  Current Fund Dec. 31, 2012
$ 4,036.63 $ 1120850 % 430663 $ 143748 $ 9,591.02

22,177,917.19 180,267.33 237,070.40 22,121,114.12

3,777.60 1,792.81 268.58 5,301.83

16,981.32 16,981.32

1,224.65 905.00 1,400.00 729.65

82.99 18,415.63 12,589.39 82.99 5,816.24

7.772.70 777270

$ 22,204,020.38 $ 22045197 $ 25564500 $ 152047 $ 22,167,306.88
B B-1 B-1 B

64
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SCHEDULE OF GENERAL CAPITAL INVESTMENTS - TREASURER

Balance December 31, 2011

Increased by:
Purchase of investments
Transfer from Trust Other
Transfer from Current Fund

Balance December 31, 2012

New Brunswick NJ Pkg Auth
NJ State Transp Trust Fund
US TSY Inflation Index

US Treasury Bonds

NJ State Turnpike

NJ EDA Sch Fac Constr

Ref.
C

12,515,456.40

EXHIBIT C-3

10,000,000.00

2,034,528.00

8,149,866.86
22,699,851.26
C 32,699,851.26

Schedule of Investments December 31, 2012:
Date of Date of Interest Amortized
Issue Maturity Rate Market Value Cost

1211510 911431 802% § 5,746,350.00 5,000,000.00
10/2110 12/15/28 6.01% 5,708,700.00 5,000,000.00
3/16/2011 1/15/2021 1.125% 9,235,798.55 8,175,827.90
4/20/2012 211512042 0.750% 5,601,642.28 5,025,584.61
8/20/2012 11172040 7.414% 7,408,950.00 7,463,910.75
5/17/2010 12/15/2015 3.640% 2,150,400.00 2,034,528.00

$ 35,851,841.83

$ 32,699,851.26
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EXHIBIT C-5

SCHEDULE OF CAPITAL IMPROVEMENT FUND

Ref.
Balance December 31, 2011 C $ 39,080,722.49
Increased by:
Improvement Authorizations Canceled C-6 165,599.73
39,246,322.22
Decreased by:
Funding of Ordinance C-6 2,070,000.00

Balance December 31, 2012 C $ 37,176,322.22

6%
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SCHEDULE OF ENCUMBRANCES PAYABLE

Balance December 31, 2011

Increased by:
Charges

Decreased by:

Payments
Canceled

Balance December 31, 2012

Ref.

Il

62,128.18
40,868.59

EXHIBIT C-7

$ 102,996.77

1,218,783.28

1,321,780.05

102,996.77

$ 1,218,783.28
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WHEREAS, RS 54:4-67 provides that the governing body may, by Resolution, fix
the rate of interest fo be charged for non-payment of taxes or assessments on or
before the date they would become delinquent.

NOW, THEREFORE, BE IT RESOLVED by the Township Committee of the
Township of Lower Alloways Creek does hereby establish that the rate of interest
to be charged for the non-payment of taxes or assessments on or before the
above quarterly due dates, when interest becomes chargeable, shall be at 8%
per annum on the first $1,500.00 for delinquency, and 18% per annum on any
amount in excess of $1,500.00.

It appears from an examination of the collector’s records that interest was collected in
acceordance with the statutes.

Delinquent Taxes and Tax Title Liens
The last tax sale was held on December 28, 2012, and was complete.

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

Year Number of Liens
2012 8
2011 ]
2010 8

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 tax-paying basis.

Verification of Delinquent Taxes and Other Charges

A test verification of delinquent charges and current payments was made in accordance
with the regulations of the Division of Local Government Services. A separate report will
be rendered if any irregularities develop after the date of the audit.

Comparison of Tax Levies and Coliections Currently

A study of this tabulation could indicate a possible trend in future tax levies. A decrease
in the percentage of current collection could be an indication of a probable increase in
future tax levies.

2012 2011 2010
Tax Levy $ 2,610,610.43 $ 267428583 § 234223756
Cash Collections 2,543,429.51 2,599,727.69 2,286,427.87

Percentage of Collections 97.43% 97.21% 97.62%
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FINDINGS AND RECOMMENDATIONS

2012-001 Finding: A general ledger is not properly maintained as required by
NJAC 5:30-5.7. _ o

Recommendation: A general ledger should be properly maintained as required by
NJAC 5:30-8.7.

e e e e e e i ode e e e Feole Sediedede viede de dede dede e e de e Aol bk e ek de ek

The problems and weaknesses noted in our review were not of such magnitude that they
would affect our ability to express an opinion on the financial statements taken as a
whole. —

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

We received the complete cooperation of all the officials of the Township and we greatly
appreciate the courtesies extended to the members of the audit team.

Respectfully submitted, ¢
\N\mp,m NOR =
Nick L. Petroni _

Certified Public Accountant _ : -
Registered Municipal Accountant #252
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