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INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and Members
of the Borough Council

Borough of Lakehurst

County of Ocean

Lakehurst, New Jersey

Report on the Financial Statements

We have audited the accompanying comparative statements of assets, liabilities, reserves and fund
balance--regulatory basis of the various funds of the Borough of Lakehurst, County of Ocean, State of
New Jersey as of December 31, 2013 and the related comparative statements of operations and changes
in fund balance--regulatory basis for the years then ended, the related statements of revenues--regulatory
basis, statement of expenditures--regulatory basis, and the related notes to the financial statements for
the year ended December 31, 2013.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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 and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and in compliance with audit 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 from material misstatement.

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



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

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

As discussed in Note 1 to the financial statements, the Borough of Lakehurst prepares its financial
statements using accounting practices that demonstrate compliance with regulatory basis of accounting
and budget laws of the Division of Local Government Services, Department of Community Affairs, State
of New Jersey, which is a basis of accounting other than accounting principles generally accepted in the
United States of America, to meet the requirements of the State of New Jersey.

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

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on
U.S. Generally Accepted Accounting Principles” paragraph, the financial statements referred to above do
not present fairly, in accordance with accounting principles generally accepted in the United States of
America, the financial position of the Borough of Lakehurst, County of Ocean, State of New Jersey, as
of December 31, 2013, or the results of its operations and changes in fund balance for the year then
ended.

Unmodified Opinion on Regulatory Basis of Accounting

In our opinion, the financial statements referred to above present fairly, in all material respects, the
assets, liabilities, reserves and fund balance--regulatory basis of the various funds of the Borough of
Lakehurst, County of Ocean, State of New Jersey, as of December 31, 2013, and the results of its
operations and changes in fund balance --regulatory basis of such funds for the year then ended, and the
related statement of revenues--regulatory basis, statement of expenditures--regulatory basis of the various
funds, and the related notes to financial statements, for the year ended December 31, 2013 in conformity
with accounting principles and practices prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey as described in Note 1.

Other Matters
Report on Supplementary Information

Our audit was made for the purpose of forming an opinion on the financial statements referred to in the
first paragraph as a whole. The supplemental financial statements presented for the various funds 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 is not a required part of the above financial
statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the financial statements
and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally



accepted in the United States of America. In our opinion, the information is fairly stated in all material
respects in relation to the financial statements taken as a whole.

Prior Period Financial Statements

The financial statements as of December 31, 2012, were audited by other auditors whose report dated
September 30, 2013 expressed an adverse opinion on generally accepted accounting principles and an
unmodified opinion on the regulatory basis of accounting.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 20, 2014,
on our consideration of the Borough of Lakehurst’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 in considering the Borough of
Lakehurst’s internal control over financial reporting and compliance.

Respectfully submitted,

HOLMAN FRENIA ALLISON, P. C.

Rodney R. Haines
Certified Public Accountant

Registered Municipal Accountant
CR 498

June 20, 2014
Medford, New Jersey
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INDEPENDENT AUDITOR’S 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 Council

Borough of Lakehurst

County of Ocean

Lakehurst, New Jersey

We have audited, in accordance with the 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 audit requirements as prescribed by the Division of
Local Government Services, Department of Community Affairs, State of New Jersey, the financial
statements of the Borough of Lakehurst (herein referred to as “the Borough™), as of and for the year ended
December 31, 2013, and the related notes to the financial statements, which collectively comprise the
Borough’s basic financial statements, and have issued our report thereon dated June 20, 2014 in which we
expressed an adverse opinion on the conformity of the statements with accounting principles generally
accepted in the United States of America due to the differences between those principles and the
accounting practices prescribed by the Division of Local Government Services.

Internal Control Over Financial Reporting

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

A deficiency in internal control 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 and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the Borough's financial statements will not be prevented, or detected and corrected on a timely basis.
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

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



deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Borough's internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards and audit requirements as prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey in considering the
Borough's internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Respectfully submitted,

HOLMAN FRENIA ALLISON, P. C.

T

Rodney R. Haines

Certified Public Accountant
Registered Municipal Accountant
CR 498

June 20, 2014
Medford, New Jersey



BOROUGH OF LAKEHURST - COUNTY OF OCEAN Exhibit A
Sheet 1 of 2

CURRENT FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES AND
FUND BALANCE - REGULATORY BASIS

DECEMBER 31, 2013 AND 2012

Ref. 2013 2012
Assets T
Cash - Treasurer A-14  $ 1,660,533.58 $ 1,584,956.39
Cash - Change Fund 420.00 420.00
1,660,953.58 1,585,376.39
Due From State of N.J. (P.L. 1971, C. 20) A-7 500.00

Receivables and Other Assets with Full Reserves:

Delinquent Property Taxes Receivable A-5 106,761.11 103,956.95
Tax Title Liens Receivable A-6 36,918.37 35,850.27
Property Acquired for Taxes 50,000.00 50,000.00
Revenue Accounts Receivable A-8 13,434.45 11,018.27
Interfunds:
General Capital Fund A-13 1.55
Payroll Fund A-13 11,183.09
Water-Sewer Utility Operating Fund A-13 3,742.09
Grant Fund A-13 7,418.34
210,856.02 219,428.47

Deferred Charges:
Special Emergency Authorizations
(N.J.S. 40A:4-55) A-9 60,000.00 32,100.00
1,931,809.60 1,837,404.86

Grant Fund:
Grants Receivable A-15 106,177.80 99,509.90
Interfunds:
Current Fund A-14 28,927.47

General Capital Fund 15,913.48

$ 2,066,914.87 $ 1,952,828.24

The accompanying Notes to Financial Statements are an integral part of this statement.



BOROUGH OF LAKEHURST - COUNTY OF OCEAN

CURRENT FUND

Exhibit A
Sheet 2 of 2

COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES AND

FUND BALANCE - REGULATORY BASIS

DECEMBER 31, 2013 AND 2012

Liabilities, Reserves and Fund Balance
Liabilities:
Appropriation Reserves
Reserve for Encumbrances
Due To State of NJ (Ch. 20, P.L. 1971)
Due State - Marriage License Fees
Prepaid Taxes
Tax Overpayments
Reserve for:
Master Plan Update
Revision and Codification of Ordinances
Land Sale Deposits
Revaluation
2012 Storm Damage
Accounts Payable
County Taxes Payable
Local District School Tax Payable
Interfunds:
Other Trust Fund
General Capital Fund
Water-Sewer Utility Operating Fund
Grant Fund

Reserve for Receivables and Other Assets
Fund Balance

Grant Fund:
Interfund - Current Fund
Reserve for Encumbrances
Appropriated Reserves
Unappropriated Reserves

2013 2012

256,527.84 221,207.56
28,981.10 34,402.61

750.00
25.00 50.00
34,709.94 25,161.08
2,831.64 13,102.33
594.66 594.66
9,085.00 14,985.00
8,500.00 8,500.00
45,099.67 24,705.67
24.52 6,676.36
743.71 668.75
2,243.54
212,916.50 201,567.50
41,384.18 33,175.60

24,469.57
225.34

28,927.47
695,570.80 587,266.00
210,856.02 219,428.47
1,025,382.78 1,030,710.39
1,931,809.60 1,837,404.86
7,418.34
464.94 934.03
128,222.13 98,429.59
6,418.20 8,641.42
135,105.27 115,423.38

$ 2,066,914.87

$ 1,952,828.24

There was deferred school taxes on December 31, 2013 and 2012 of $500,749.00 (Schedule A-12).

The accompanying Notes to Financial Statements are an integral part of this statement.



BOROUGH OF LAKEHURST - COUNTY OF OCEAN

Revenue and Other Income Realized
Fund Balance Utilized
Miscellaneous Revenue Anticipated
Receipts from Delinquent Taxes
Receipts from Current Taxes
Non-Budget Revenues
Other Credits to Income:
Due to State Cancelled
Unexpended Balance of Appropriation Reserves
Tax Overpayments Cancelled
Grants Appropriated Reserves Cancelled
Interfunds Returned
Total Income

Expenditures
Budget Appropriations within Caps:

Operations:
Salaries and Wages
Other Expenses
Deferred Charges and Statutory Expenditures
Budget Appropriations excluded from Caps:
Operations:
Salaries and Wages
Other Expenses
Capital Improvements
Municipal Debt Service
Deferred Charges
Transferred to Board of Education

Prior Year Senior Citizen Deduction Disallowed
County Taxes

Local District School Tax

Grant Receivable Cancelled

Total Expenditures

Excess in Revenue

Adjustments to Income Before Fund Balance:

Expenditures Included Above Which are by Statute
Deferred Charges to Budget of Succeeding Year

Statutory Excess to Fund Balance
Fund Balance January 1

Decreased by:
Utilized as Anticipated Revenue

Fund Balance December 31

CURRENT FUND Exhibit A-1
COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE IN
FUND BALANCE - REGULATORY BASIS

Ref. Year 2013 Year 2012
A-2 $ 700,000.00 $ 650,000.00
A-2 1,075,200.59 977,928.04
A-2 108,822.68 81,629.79
A-2 3,911,877.55 3,703,432.41
A-2 206,238.83 187,494.36
3,441.38
A-10 200,400.56 231,188.24

1,794.78
92,795.33
A-13,14 3,677.80 1,810.83
6,208,012.79 5,929,720.38
1,433,450.00 1,346,886.00
1,336,899.00 1,233,359.00
287,829.00 298,642.36
30,000.00 17,000.00
187,219.54 91,348.50
74,000.00 10,000.00
238,966.86 342,145.74
32,100.00

8,673.00 8,838.00
A-3 3,629,137.40 3,348,219.60
A-7 1,000.00 750.00
A-11 782,585.00 655,920.80
A-12 1,160,618.00 1,131,396.00
24.591.97
5,573,340.40 5,160,878.37
634,672.39 768,842.01
A-3,9 60,000.00 32,100.00
694,672.39 800,942.01
A 1,030,710.39 879,768.38
1,725,382.78 1,680,710.39
A-2 700,000.00 650,000.00
A $ 1,025,382.78 $ 1,030,710.39

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

CURRENT FUND

STATEMENT OF REVENUES - REGULATORY BASIS

Ref.
Analysis of Realized Revenues T
Allocation of Current Tax Collections
Revenue from Collections A-15
Allocated to School and County Taxes A-11,12
Balance or Support of Municipal Budget Appropriations
Add: Appropriation "Reserve for Uncollected Taxes" A-3
Amount for Support of Municipal Budget Appropriations
Receipts from Delinguent Taxes
Delinquent Tax Collections A-5
Tax Title Lien Collections A-6
Analysis of Non-Budget Revenues
Clerk
FEMA Reimbursements
Police
Water Tower Lease
Refunds
Other Miscellaneous

A-14

Exhibit A-2

Sheet 3 of 3

$ 3,911,877.55
1,943,203.00

1,968,674.55
162,187.52

$ 2,130,862.07

$ 104,956.95
3,865.73

$ 108,822.68

$ 2,792.50
50,445.68
1,165.07
109,955.80
41,491.20
388.58

$ 206,238.83

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

TRUST FUND

Exhibit B

COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES AND

FUND BALANCE - REGULATORY BASIS

DECEMBER 31, 2013 AND 2012

Assets
Animal Control Trust Fund
Cash

Trust Other Fund

Cash

Interfund - Current Fund

Community Development Block Grant Receivable

Liabilities and Reserves
Animal Control Trust Fund
Due to State of New Jersey
Reserve for Animal Control Trust Fund Expenditures
Reserve for Encumbrances

Trust Other Fund

Reserve for:
Encumbrances
Miscellaneous Trust Accounts
Community Development Block Grant

Ref.

B-1

B-1
B-5
B-7

waw
wWWwnN

B-6
B-6
B-7

2013 2012
$ 227775 $ 1,784.60
278,022.03 270,719.98
41,384.18 33,175.60
4,822.50 11,233.41
324,228.71 315,128.99
$ 326,506.46 $ 316,913.59
$ 500 $ 9.60
2,272.75 1,463.00
312.00
2,277.75 1,784.60
660.00
324,228.71 313,135.58
1,333.41
324,228.71 315,128.99
$ 326,506.46 $ 316,913.59

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN Exhibit C

GENERAL CAPITAL FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES AND
FUND BALANCE - REGULATORY BASIS

DECEMBER 31, 2013 AND 2012

Ref. 2013 2012

Assets
Cash C-2 $ 568,134.00 $ 868,491.66
Grants Receivable 1,821.50 1,821.50
Deferred Charges to Future Taxation:

Funded C-4 4,617,743.00 3,367,147.31

Unfunded C-5 149,671.00 1,374,671.00
Interfunds:

Current Fund C-6 24,469.57

Water-Sewer Utility Operating Fund C-6 17,799.86

$ 5,379,638.93 $ 5,612,131.47

Liabilities and Reserves
Reserve for Payment of Bonds $ 500.00 $ 500.00
Interfunds:

Current Fund C-6 1.55

Grant Fund C-6 15,913.48
Capital Improvement Fund C-7 95,704.66 76,704.66
Improvement Authorizations:

Funded C-8 527,619.45 85,307.44

Unfunded C-8 125,664.48 830,784.69

Reserve for Encumbrances C-8 9,000.00 9,000.00
Bond Anticipation Notes C-9 1,225,890.00
USDA Rural Development Loan Payable C-11 1,361,334.77
USDA Rural Development Loan Payable C-10 2,005,812.54
General Serial Bonds Payable C-12 4,617,743.00
Fund Balance C-1 3,407.34 882.34

$ 5,379,638.93 $ 5,612,131.47

There were bonds and notes authorized but not issued on December 31, 2013 of $149,671.00
(Schedule C-13).

The accompanying Notes to Financial statements are an integral part of this statement.
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

GENERAL CAPITAL FUND

STATEMENT OF FUND BALANCE - REGULATORY BASIS

Ref.
Balance December 31, 2012 C
Increased by:
Bond Sale Premium C-2
Balance December 31, 2013 C

The accompanying Notes to Financial statements are an integral part of this statement.
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

WATER-SEWER UTILITY FUND

Exhibit D
Sheet 1 of 2

COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES AND

FUND BALANCE - REGULATORY BASIS

DECEMBER 31, 2013 AND 2012

Assets

Operating Fund

Cash

Change Fund

Receivables with Full Reserves:
Consumer Accounts Receivable
Utility Liens

Interfund - Current Fund

Total Operating Fund

Capital Fund
Fixed Capital

Fixed Capital Authorized and Uncompleted
Interfund - Water-Sewer Utility Operating Fund

Total Water-Sewer Utility Capital Fund
Total Assets

Liabilities, Reserves and Fund Balance
Operating Fund
Liabilities:
Reserve for Encumbrances
Appropriation Reserves
Prepaid Consumer Accounts
Accounts Payable
Interfunds:
Current Fund
General Capital Fund
Water-Sewer Utility Capital Fund
Accrued Interest Payable

Reserve for Receivables
Fund Balance

Total Operating Fund

Ref.
D-4

D-6

D-10

© b bW

OPYD DUDO
el el
PO OO

¢
[REN

2013 2012
$ 73721275 $ 613,722.84
100.00 100.00
49,142.27 81,178.40
4,277.79 4,297.87
225.34
790,732.81 699,524.45
3,474,041.08 3,474,041.08
980,611.34 980,611.34
246,387.37 298,866.35
4,701,039.79 4,753,518.77

$ 5,491,772.60

$ 5,453,043.22

$ 7,062.86 $ 5,592.00
85,064.29 26,320.18
2,490.76 4,331.85
2,233.00 1,093.00
3,742.09
17,799.86
246,387.37 298,866.35
7,851.61 5,387.44
372,631.84 341,590.82
53,420.06 85,476.27
364,680.91 272,457.36
790,732.81 699,524.45

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN Exhibit D
Sheet 2 of 2

WATER-SEWER UTILITY FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES AND
FUND BALANCE - REGULATORY BASIS

DECEMBER 31, 2013 AND 2012

Ref. 2013 2012
Liabilities, Reserves and Fund Balance
Capital Fund
Liabilities:
Improvement Authorizations:
Funded D-12 $ 80,237.96 $ 1,401.50
Unfunded D-12 19,089.95 299,683.89
Reserve for Encumbrances D-12 179,210.00 31,931.50
Capital Improvement Fund D-13 22,588.54 20,588.54
Reserve for Amortization D-14 2,381,178.16 2,356,313.81
Reserve for Deferred Amortization D-15 61,750.00 61,750.00
USDA Loan Payable D-16 939,657.26 962,421.61
Farmers Home Administration Loan D-17 124,357.00
Bond Anticipation Notes Payable D-18 895,000.00
Serial Bonds Payable D-19 1,017,257.00
Fund Balance 70.92 70.92
Total Water-Sewer Utility Capital Fund 4,701,039.79 4,753,518.77
Total Liabilities, Reserves and Fund Balance $ 5491,772.60 $ 5,453,043.22

There were bonds and notes authorized but not issued on December 31, 2013 and 2012 of $54,810.00
(Exhibit D-20).

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

WATER-SEWER UTILITY OPERATING FUND

STATEMENT OF OPERATIONS AND CHANGE IN FUND BALANCE

REGULATORY BASIS

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

Revenue and Other Income Realized
Surplus Anticipated
Rents
Miscellaneous
Other Credits to Income:
Cancel Accounts Payable
Unexpended Balance of Appropriation Reserves
Total Income

Expenditures

Operating

Capital Improvements

Debt Service

Deferred Charges and Statutory Expenditures
Total Expenditures

Excess in Revenue
Fund Balance January 1

Decreased by:
Utilized as Anticipated Revenue

Fund Balance December 31

The accompanying Notes to Financial Statements are an integral part of this statement.
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Exhibit D-1

Ref. Year 2013 Year 2012
D-2 $ 150,000.00 154,150.00
D-2 969,050.82 955,583.07
D-2 4523.97 5,534.20
310.56
D-9 24.838.14 66,915.78
1,148,412.93 1,182,493.61
754,710.00 754,798.00
27,000.00 2,000.00
81,172.38 129,563.04
43,307.00 45,700.00
D-3 906,189.38 932,061.04
242 223.55 250,432.57
D 272,457.36 176,174.79
514,680.91 426,607.36
D-2 150,000.00 154,150.00
D $ 364,680.91 272,457.36




BOROUGH OF LAKEHURST - COUNTY OF OCEAN

WATER-SEWER UTILITY OPERATING FUND Exhibit D-2

STATEMENT OF REVENUES - REGULATORY BASIS

Anticipated Excess or
Ref. Budget Realized (Deficit)
Operating Surplus Anticipated D-1,6 $ 150,000.00 $ 150,000.00 $
Rents D-1,6 820,000.00 969,050.82 149,050.82
Miscellaneous D-1,4 4,000.00 4,523.97 523.97

$ 974,000.00 $ 1,123574.79 $ 149,574.79

Ref. D-3
Analysis of Miscellaneous Revenue
Interest Earned on Deposits $ 692.29
Interest Earned on Delinquent Accounts 3,831.68
D-2 $ 4,523.97

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

PAYROLL FUND Exhibit E
COMPARATIVE STATEMENT OF ASSETS
AND LIABILITIES - REGULATORY BASIS
DECEMBER 31, 2013 AND 2012
2013 2012
Assets
Cash & Cash Equivalents $ 1311487 $ 13,485.50
Total Assets $ 13,11487 $ 13,485.50
Liabilities
Payroll Liabilities $ 13,11487 3 2,302.41
Interfund - Current Fund - 11,183.09
Total Liabilities % 13,114.87 $ 13,485.50

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

GENERAL FIXED ASSETS ACCOUNT

GROUP

COMPARATIVE STATEMENT OF GENERAL FIXED ASSETS

AND FUND BALANCE - REGULATORY BASIS

DECEMBER 31, 2013 AND 2012

Assets
Land and Improvements
Buildings
Vehicles and Equipment

Total

Investment in Fixed Assets
Investment in Fixed Assets

2013

Exhibit F

2012

$ 1,714,100.00
5,058,337.68
1,755,372.00

$ 1,714,100.00
5,058,337.68
1,499,156.00

$ 8,527,809.68

$ 8,271,593.68

$ 8,527,809.68

$ 8,271,593.68

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2013

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The financial statements of the Borough of Lakehurst, County of Ocean, New Jersey (the “Borough”),
include every board, body, office or commission supported and maintained wholly or in part by funds
appropriated by the Borough as required by N.J.S. 40A:5-5. The financial statements of the Borough do not
include the operations of the Boards of Education, first aid organization or volunteer fire companies which are
subject to separate audits.

The Governmental Accounting Standards Board (“GASB”) Statement 14 established criteria to be
used to determine which component units should be included in the financial statements of the owversight
entity. The criteria differ from the Division of Local Government Services, Department of Community
Affairs, State of New Jersey (the “Division”) requirements where certain boards, commissions, and agencies
of the Borough, by statute or other directive, report separately on their financial statements.

B. Descriptions of Funds

The GASB is the recognized standard-setting body for establishing governmental generally accepted
accounting and financial reporting principles.

The accounting policies of the Borough conform to the accounting principles applicable to
municipalities which have been prescribed by the Division. 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 which differs from the
fund structure required by generally accepted accounting principles (“GAAP”):

Current Fund - revenues and expenditures for governmental operations of a general nature, including
federal and state grant funds.

Animal Control Trust Fund - dog and cat license revenues and expenditures.

Trust Other Fund - sundry deposits held for satisfactory completion of specific work; receipts and
disbursements for dedicated purposes.

General Capital Fund - resources, including Federal and State Grants in aid of construction, and
expenditures for the acquisition of general capital facilities, other than those acquired through the Current
Fund, including the status of bonds and notes authorized for said purposes.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Descriptions of Funds (Continued)

Water-Sewer _Utility Operating Fund - revenues and expenditures necessary to operate a
municipally-owned water-sewer supply system from user fees.

Water-Sewer_Utility Capital Fund - resources, including Federal and State Grants in aid of
construction, and expenditures for the acquisition of water-sewer capital facilities, other than those acquired
through the Water-Sewer Utility Operating Fund, including the status of bonds and notes authorized for said
purposes.

Payroll Fund - receipt and disbursement for payroll costs and payroll taxes.

General Fixed Assets Account Group - used to account for fixed assets used in general government
operations.

C. Basis of Accounting

The accounting principles and practices prescribed for municipalities by the Division differ in certain
respects from GAAP applicable to local governmental units. The more significant differences are as follows:

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

Property Taxes and Other Revenues - 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 statement of assets, liabilities, reserves and fund balance of the Borough's Current
Fund. GAAP requires such revenue to be recognized in the accounting period when they become susceptible
to accrual, reduced by an allowance for doubtful accounts.

Grant Revenues - Federal and State grants, entitlement or shared revenues received for purposes
normally financed through the Current Fund are recognized when anticipated in the Borough's budget. Federal
and State grant revenues received for purposes of capital projects financed by capital ordinances are
recognized when received. GAAP requires such revenues to be recognized in the accounting period when
they become susceptible to accrual.

Expenditures - unexpended or uncommitted appropriations, at December 31, are reported as
expenditures through the establishment of appropriation reserves unless cancelled by the governing body.
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.

Encumbrances - contractual orders at December 31, are reported as expenditures through the
establishment of a reserve for encumbrances. 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.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Deferred Charges - the regulatory basis of accounting utilized by the Borough requires that certain
expenditures be deferred, and raised as items of appropriation in budgets of succeeding years. These deferred
charges include the two general categories, overexpenditures and emergency appropriations.
Overexpenditures occur when expenditures recorded as “paid or charged” exceed available appropriation
balances. Emergency appropriations occur when, subsequent to the adoption of a balanced budget, the
governing body authorizes the establishment of additional appropriations based on unforeseen circumstances
or for other special purposes as defined by statute. Overexpenditures and emergency appropriations are
deducted from total expenditures in the calculation of operating results and are established as assets for
Deferred Charges on the respective statements of assets, liabilities, reserves and fund balance. GAAP does
not permit the deferral of overexpenditures to succeeding budgets. In addition, GAAP does not recognize
expenditures based on the authorization of an appropriation. Instead, the authorization of special purpose
expenditures, such as the preparation of tax maps or revaluation of assessable real property, would represent
the designation of fund balance.

Compensated Absences - Expenditures relating to obligations for unused vested accumulated
vacation and sick pay are not recorded until paid. GAAP requires that the amount which would normally be
liquidated with expendable available financial resources be recorded as an expenditure in the Current Fund and
the remaining obligations be recorded as a long-term obligation. The expenditures in the Water Utility
Operating Fund would be on a full accrual basis. The compensated absence liability at December 31, 2013 is
set forth in Note 4.

Property Acquired for Taxes - Recorded in the Current Fund at the assessed valuation when such
property was acquired and fully reserved. GAAP requires such property to be recorded at its market value.

Sale of Municipal Assets - Cash proceeds from the sale of Borough owned property may be reserved
until utilized as an item of anticipated revenue in a subsequent year budget. Year end balances of such
proceeds are reported as a cash liability in the Current Fund. GAAP requires that revenue be recognized in the
accounting period that the terms of sales contracts become legally enforceable.

Interfunds - Advances in the Current Fund are reported as interfund receivables with offsetting
reserves which are created by charges to operations. Income is recognized in the year the receivables are
liquidated. GAAP does not require the establishment of an offsetting reserve. The status of interfunds is set
forth in Note 14.

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 statements of assets, liabilities, reserves and fund balance. GAAP requires that the cost of inventories
be reflected on the statement of assets, liabilities, reserves and fund balance until utilized and expended.

General Fixed Assets - In accordance with the New Jersey Administrative Code, which differs in
certain respects from GAAP, the Borough has developed a fixed assets accounting and reporting system.
Fixed assets acquired prior 1992 are based on an inspection and appraisal prepared by an independent firm.
All general fixed assets acquired after 1992 are recorded at cost.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

General Fixed Assets (Continued)

Fixed assets used in governmental operations (general fixed assets) are required to be 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.

GAAP does not require utilization of a general fixed asset account group.

All fixed assets are valued at historical cost or estimated historical cost if actual historical cost is not
available.

Depreciation is not recorded in the General Fixed Assets Account Group.

Expenditures for construction in progress are required to be 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 have not been accounted for
separately.

Utility Fixed Assets - Accounting for utility fund “fixed capital” remains unchanged.

Property and equipment purchased by the Water-Sewer Utility Fund are recorded in the capital account
at cost and are adjusted for disposition and abandonment. The amounts shown do not purport to represent
reproduction costs or current value. Contributions in aid of construction are not capitalized. The balance in
the Reserve for Amortization and Deferred Reserve for Amortization accounts in the utility capital fund
represent charges to operations for the costs of acquisitions of property, equipment and improvements.

Property and equipment of the Water-Sewer Utility Fund are not depreciated. Principal payments for
Water-Sewer Utility debt are recorded as expenditures in the Water-Sewer Utility Statement of Operations.

During 2013 and 2012 the following changes occurred in the fixed assets of the Township:

Balance Balance
Jan. 1, 2013 Additions Dec. 31, 2013
General Fixed Assets Account Group:
Land and Buildings $ 6,772,438  $ $ 6,772,438
Machinery and Equipment 1,499,156 256,216 1,755,372
Water-Sewer Utility Fund:
Fixed Capital 3,474,041 3,474,041
Fixed Capital Authorized and
Uncompleted 980,611 980,611

$ 12,726,246 % 256,216 $ 12,982,462
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Utility Fixed Assets (Continued)

Balance Balance
Jan. 1, 2012 Additions Disposals Dec. 31, 2012
General Fixed Assets Account Group:
Land and Buildings $ 6,772,438 $ $ $ 6,772,438
Machinery and Equipment 1,764,158 12,750 277,752 1,499,156
Water-Sewer Utility Fund:
Fixed Capital 3,474,041 3,474,041
Fixed Capital Authorized and
Uncompleted 980,611 980,611
$ 12,991,248 $ 12,750 $ 277,752  $ 12,726,246
D. Financial Statements

The GASB Codification requires the financial statements of a governmental unit to be presented in
accordance with GAAP. The Borough presents its financial statements in accordance with another
comprehensive basis of accounting as promulgated by the Division which differs from the financial statements
required by GAAP. In addition, the Division requires the financial statements to be referenced to the
supplementary schedules. This practice differs from GAAP.

E. 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 Borough and approved by the Division in accordance with
applicable statutes.

NOTE 2. CASH AND CASH EQUIVALENTS

A. 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 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 funds of the depository,

the depository must provide collateral having a market value equal to 100
percent of the amount exceeding 75 percent.
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NOTE 2. CASH AND CASH EQUIVALENTS (CONTINUED)

A. Deposits (Continued)

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.

At year-end the carrying amount of the Borough's deposits was $3,293,716 and the bank balance
amount was $3,312,669. Of this amount $250,000 was covered by federal depository insurance, a collateral
pool under New Jersey’s Governmental Unit Deposit Protection Act covered $3,027,070 and $35,599 was in
the State of New Jersey’s Cash Management Fund.

B. Investments

a. When authorized by a cash management plan approved pursuant to N.J.S. 40A:5-14, the
Borough may use available funds for the purchase of the following types of securities which, if suitable for
registry, may be registered in the name of the Borough:

1) Bonds or other obligations of the United States or obligations guaranteed by the
United States.

(2 Government money market mutual funds.

(€)) Any obligation that a federal agency or a federal instrumentality has issued in
accordance with an act of Congress, which security has a maturity date not greater
than 397 days from the date of purchase, provided that such obligation bears a fixed
rate of interest not dependent on any index or other external factor.

4) Bonds or other obligations of the Borough, or bonds or other obligations of school
districts of which the Borough is a part or within which the school district is located.

(5) Bonds or other obligations, having a maturity date not more than 397 days from the
date of purchase, approved by the Division of Investments, New Jersey Department
of the Treasury.

(6) Municipal investment pools.

(7 Deposits with the State of New Jersey Cash Management Fund established pursuant
to section 1 of P.L. 1977, c. 281; or

(8) Agreements for the repurchase of fully collateralized securities, if:

@) the underlying securities are permitted investments pursuant to paragraphs
(1) and (3) of this section;

(b) the custody of collateral is transferred to a third party;

(© the maturity of the agreement is not more than 30 days;

(d) the underlying securities are purchased through a public depository as
defined in section 1 of P.L. 1970, c. 236 (C.17:9-41);

(e) a master repurchase agreement providing for the custody and security of
collateral is executed.
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NOTE 2. CASH AND CASH EQUIVALENTS (CONTINUED)

B. Investments (Continued)

b. Any investment instruments in which the security is not physically held by the Borough
shall be covered by a third party custodial agreement, which shall provide for the designation of such
investments in the name of the Borough and prevent unauthorized use of such investments.

C. Investments are further regulated and restricted in accordance with N.J.S. 40A:5-15.1.

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.
Collaterization of Fund investments is generally not required. *“Other Than State” participants contribute up to
one twentieth of one percent per year of the value of the aggregate units owned by them to establish a Reserve
Fund, which is supplemented by the proportional interest of “Other Than State” participants in gains on
investment transactions realized. The Reserve Fund is available to cover losses of “Other Than State”
participants occasioned by the bankruptcy of an issuer of an investment held by the Fund and losses on sales of
securities.

At year end, carrying value of the Borough’s investments and the investment balance amount was
$35,599.

C. Cash Management Plan

In accordance with N.J.S. 40A:5-14, every municipality shall adopt a cash management plan and shall
deposit and invest its funds pursuant to that plan. The plan shall be approved annually by majority vote of the
governing body and may be modified from time to time in order to reflect changes in federal or state law or
regulations. The chief financial officer shall be charged with administering the plan.

When an investment in bonds maturing in more than one year is authorized, the maturity of those
bonds shall approximate the prospective use of the funds invested.

The plan also requires a monthly report to the governing body summarizing all investments made
or redeemed since the previous report and shall include, at a minimum, the specific detailed information as
set forth in the statute.

D. Credit Risk Cateqories

All bank deposits and investments as of the statement of assets, liabilities, reserves and fund balance
date are classified as to credit risk by the following categories described below:
Bank Balance

2013 2012
Depository Account
Insured:
FDIC $ 250,000 $ 250,000
GUDPA 3,027,070 3,165,577
Uninsured 35,599
$ 3,312,669 $ 3,415,577
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NOTE 2. CASH AND CASH EQUIVALENTS (CONTINUED)

E. Credit Risk Categories (Continued)

Custodial Credit Risk - Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the government’s
deposits may not be returned to it. The Borough does not have a formal policy for custodial
credit risk.

State law limits investments as noted above.

During the year, the Borough had none of its idle funds invested in repurchase agreements
collateralized by eligible securities. At the close of the year, no such investments were held by the Borough.

NOTE 3. DEBT

The Local Bond Law governs the issuance of bonds and notes to finance general municipal capital
expenditures. Bonds are retired in serial installments within 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 are issued to temporarily finance capital projects, prior to the issuance of serial bonds. The
term of the notes cannot exceed one year but the notes may be renewed from time to time for a period not
exceeding one year. All such notes must be paid no later than the tenth anniversary of the date of the original
note. The State of New Jersey also prescribes that on or before the third anniversary date of the original note a
payment of at least equal to the first legally payable installment of the bonds in anticipation of which such
notes were issued be paid. A second legal installment must be paid if the notes are to be renewed beyond the
fourth anniversary date of the original issuance and so on. Tax anticipation notes are issued if the cash on
hand is not sufficient to carry on normal operations of the municipality at any time during the year. Such notes
are authorized by a resolution adopted by the governing body.

A. Long-Term Debt

On December 31, 2013, the Borough had long-term debt as follows:

General Capital Fund
2.25% to 2.50% General Obligation Bonds Issued

February 21, 2013, installment maturities to

March 1, 2026 $ 1,225,000
2.25% to 2.50% General Obligation Refunding Bonds

Issued May 15, 2013, installment maturities to

March 1, 2026 3,392,743

$ 4,617,743
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NOTE 3. DEBT (CONTINUED)

A. Long-Term Debt (Continued)

Water-Sewer Utility Capital Fund
3.25% U.S.D.A. Water-Sewer Loan Issued

December 23, 1999, installment maturities to

December 23, 2039 $ 939,657
2.25% to 2.50% General Obligation Bonds Issued

February 21, 2013, installment maturities to

March 1, 2026 895,000
2.25% to 2.50% General Obligation Refunding Bonds

Issued May 15, 2013, installment maturities to

March 1, 2026 122,257

$ 1,956,914
The General Capital Fund loans mature semi-annually in variable amounts to the year 2040. The
Water-Sewer Utility Capital Fund loans mature serially in variable amounts to the year 2039. Aggregate debt
service requirements during the next five fiscal years and thereafter are as follows:

Water-Sewer Utility

General Capital Fund Capital Fund
Interes

Year Principal Interest Principal t Total

2014 $ 195975 $ 95,419 $ 87,507 $ 52,933 $ 431,834

2015 200,800 91,285 88,451 50,734 431,270

2016 200,800 87,057 94,246 48,505 430,608

2017 200,800 82,828 95,066 46,138 424,832

2018 210,625 78,600 96,089 43,744 429,058
2019-23 1,063,650 365,007 513,671 182,789 2,125,117
2024-28 947,250 64,359 430,997 109,255 1,551,861
2029-33 743,050 66,633 230,265 68,263 1,108,211
2034-38 328,100 68,865 250,979 33,111 681,055
2039-40 526,693 42,134 69,643 3,161 641,631

$ 4,617,743 $ 1,042,187 $ 1,956,914 $ 638,633 $ 8,255,477

B. Short-term Debt

On December 31, 2013, the Borough had no outstanding bond anticipation notes.
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NOTE 3. DEBT (CONTINUED)

C. Bonds and Notes Authorized but not Issued

At December 31 the Borough had authorized but not issued bonds and notes as follows:

2013 2012
General Capital Fund $ 149671 $ 148,781
Water-Sewer Utility Capital Fund 54,810 54,810

D. Borrowing Power

New Jersey statutes limit the debt of a municipality to 3.5% of the average of the last three preceding
years equalized valuations of the taxable real estate and improvements. The Borough's statutory net debt at
December 31, 2013 was 2.60%. The Borough's remaining borrower power is 0.90%

The summary of municipal debt for the last three years and the calculation of statutory net debt is
presented in the Supplementary Data section of this report.

E. Summary of Debt Activity

During 2013 and 2012 the following changes occurred in the outstanding debt of the Borough:

Balance Balance
Jan. 1, 2013 Issued Retired Dec. 31, 2013
General Debt:
Serial Bonds $ $ 4675643 $ 57,900 $ 4,617,743
U.S.D.A. Rural Development Loan 2,005,813 2,005,813
U.S.D.A. Rural Development Loan 1,361,395 1,361,395
Bond Anticipation Notes 1,225,890 1,225,890
Water-Sewer Utility Fund Debt:
Serial Bonds 1,019,357 2,100 1,017,257
Farmers' Home Loan 124,357 124,357
U.S.D.A. Loan Payable 962,422 22,765 939,657
Bond Anticipation Notes 895,000 895,000

$ 6,574,877 $ 5695000 $ 5695220 $ 6,574,657

Balance Balance
Jan. 1, 2012 Issued Retired Dec. 31, 2012
General Debt:
U.S.D.A. Rural Development Loan  $ 2,050,189 $ $ 44,376 $ 2,005,813
U.S.D.A. Rural Development Loan 1,387,676 26,281 1,361,395
Bond Anticipation Notes 932,405 380,000 86,515 1,225,890
Water-Sewer Utility Fund Debt:
Farmers' Home Loan 136,788 12,431 124,357
U.S.D.A. Loan Payable 984,437 22,015 962,422
Bond Anticipation Notes 618,000 307,500 30,500 895,000

$ 6,109,495 $ 687,500 $ 222,118 $ 6,574,877
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NOTE 4. ACCRUED SICK AND VACATION BENEFITS

As discussed in Note 1 and in accordance with accounting principles prescribed by the State of New
Jersey, the cash basis of accounting is followed for recording the Borough's liability related to unused vacation
and sick pay. The Borough permits certain employees within limits to accumulate unused vacation and sick
pay, which may be taken as time off or paid at a later date at an agreed upon rate. The estimated current cost
of such unpaid compensation approximates $95,569 and $96,311 at December 31, 2013 and 2012,
respectively. In accordance with New Jersey accounting principles this amount is not reported as an
expenditure or liability in the accompanying financial statements.

NOTE 5. FUND BALANCES APPROPRIATED

The fund balances at December 31 which have been appropriated and included as anticipated revenue
in the municipal budget for the year ending December 31 of the succeeding years are as follows:

2013 2012
Current Fund $ = $ 700,000
Water-Sewer Utility Operating Fund * 150,000

* Pending

NOTE 6. TAXES AND WATER-SEWER CHARGES COLLECTED IN ADVANCE

Taxes and water-sewer charges collected in advance set forth as cash liabilities in the financial
statements, are as follows:

Balance December 31

2013 2012
Prepaid Taxes $ 34,710 $ 25,161
Prepaid Water-Sewer Charges 2,491 4,322

NOTE 7. ASSESSMENT AND COLLECTION OF PROPERTY TAXES

New Jersey statutes require that taxable valuation of real property be prepared by the Borough Tax
Assessor as of October 1 in each year and filed with the County Board of Taxation (the “Board”) by January
10 of the following year. Upon the filing of certified adopted budgets by the Borough, Local School District
and County, the tax rate is struck by the 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 Borough Tax Collector (the “Collector”) on or before
May 13th.

43



NOTE 7. ASSESSMENT AND COLLECTION OF PROPERTY TAXES (CONTINUED)

Tax bills are prepared then mailed by the Collector of the Borough annually and set forth the final tax
for the tax year. The bill contains a credit for preliminary amounts billed previously with the balance payable
in equal installments on August 1st and November 1st of the tax year. In addition the property owner receives
a preliminary bill for the succeeding year based on one half of the prior year's tax. The preliminary payments
are due and payable on February 1st and May 1st. The N.J. Statutes allow a grace period of 10 days for each
payment period and the Borough granted this option to taxpayers. Taxes become delinquent if not paid on the
installment dates and become subject to interest penalties of 8% or 18% of the amount delinquent. If taxes are
delinquent on or after April 1st of the succeeding year, the delinquent amount is subject to “Tax Sale” which
places a tax lien on the property allowing the holder to enforce the tax lien by collection or foreclosure. New
Jersey property tax laws establish a tax lien on real estate as of January 1st of the current tax year even though
the amount due is not known.

NOTE 8. DEFERRED CHARGES TO FUTURE TAXATION FUNDED AND UNFUNDED

Upon the authorization of capital projects, the Borough establishes deferred charges for the cost 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 the New Jersey Statute 40A:2-4, the Borough may levy taxes on all taxable property
within the local unit to repay the debt. Annually, the Borough raises the debt requirements for the particular
year in the current budget. As funds are raised, the deferred charges are reduced.

NOTE 9. PENSION PLANS

Substantially all of the Borough’s employees participate in one of the following pension plans which
have been established by State statute, and are administered by the New Jersey Division of Pensions and
Benefits (“the Division”): the Police and Firemen’s Retirement System (“the PFRS”), the Public Employees’
Retirement System (“the PERS”) or the Defined Contribution Retirement Program (“the DCRP”). Each plan
has a Board of Trustees that is primarily responsible for its administration. The Division issues a publicly
available financial report that includes financial statements and required supplementary information. That
report may be obtained by writing to the State of New Jersey, Division of Pensions and Benefits, P.O. Box
295, Trenton, New Jersey, 08625-0295.

Public Employees’ Retirement System (PERS)

The PERS was established in 1955. The PERS provides retirement, death, and disability, and medical
benefits to qualified members. Vesting and benefit provisions are established by N.J.S.A. 43:15A and 43:3B.

The contribution requirements of plan members are determined by State statute. In accordance with
Chapter 92 and Chapter 103, P.L. 2007, plan members are required to contribute 5.5% of their annual covered
salary. Pursuant to the provisions of Chapter 78, P.L. 2011, the active member contribution rate was increased
to 6.5% plus an additional 1.0% phased-in over seven years beginning in the first year. The phase-in of the
additional incremental member contribution amount will take place in July of each subsequent year. The State
Treasurer has the right under the current law to make temporary reductions in member rates based on the
existence of surplus pension assets in the retirement system; however the statute also requires the return to the
normal rate when such surplus pension assets no longer exist.
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NOTE 9. PENSION PLANS (CONTINUED)

Public Employees’ Retirement System (PERS) (Continued)

The Borough is billed annually for its normal contribution plus any accrued liability. These
contributions, equal to the required contributions are detailed below.

Police and Firemen’s Retirement System (PFRS)

The PFRS was established in 1944. The PFRS provides retirement, death, and disability, and medical
benefits to qualified members. Vesting and benefit provisions are established by N.J.S.A. 43:16A and 43:3B.

The contribution requirements of plan members are determined by State statute. In accordance with
Chapter 204, P.L. 1989, plan members enrolled in the PFRS are required to contribute 8.5% of their annual
covered salary. Pursuant to the provisions of Chapter 78, P.L. 2011, the active member contribution rate was
increased to 10% in October 2011. The State Treasurer has the right under the current law to make temporary
reductions in member rates based on the existence of surplus pension assets in the retirement system; however
the statute also requires the return to the normal rate when such surplus pension assets no longer exist.

The Borough is billed annually for its normal contributions plus any accrued liability. These
contributions, equal to the required contributions are detailed below.

Defined Contribution Retirement Program (DCRP)

The DCRP was established in 2007, under the provisions of Chapter 92, P.L. 2007 and Chapter 103,
P.L. 2007 (N.J.S.A. 43:15C-1 et seq.), and expanded under the provisions of Chapter 89, P.L. 2008 and
Chapter 1, P.L. 2010. The DCRP Board oversees the DCRP, which is administered by Prudential Financial on
behalf of the Division. The DCRP provides eligible members, and their beneficiaries, with a tax-sheltered,
defined contribution retirement benefit, along with life insurance and disability coverage. Vesting and benefit
provisions are established by N.J.S.A. 43:15C-1 et seq.

The contribution requirements of plan members are determined by State statute. Plan members are
required to contribute 5.5% of their annual covered salary and the Borough is required to contribute 3% of the
annual salary. The employee contributions along with the Borough’s contribution for each pay period are
transmitted to Prudential Financial not later than the fifth business day after the date on which the employee is
paid for that pay period.

There were no Borough employees enrolled it the DCRP for the years ended December 31, 2013, 2012
and 2011.
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NOTE 9. PENSION PLANS (CONTINUED)

Other Information

The Borough’s contributions, equal to the required contribution for each fiscal year, were as follows:

2013 2012 2011

PERS PFRS PERS PFRS PERS PFRS

Normal Contribution $ 28877 $ 36882 $ 36,605 $ 36323 $ 39,073 $ 52,702

Accrued Liability 69,045 48,808 73,210 40,878 62,260 42,259

Total Regular Pension Contribution 97,922 85,690 109,815 77,201 101,333 94,961
Non-Contributory Group Life

Insurance 5,828 3,539 6,997 2,828 7,696 4,131

Total Due $ 103,750 $ 89,229 $ 116,812 $ 80,029 $ 109,029 $ 99,092

The Division does not invest in securities issued by the Borough.

NOTE 10. OTHER POST-EMPLOYMENT BENEFITS

Plan Description

The Borough contributes to the State Health Benefits Program (“SHBP”), a cost-sharing, multiple-
employer defined benefit post-employment healthcare plan administered by the State of New Jersey Division
of Pensions. SHBP was established in 1961 under N.J.S.A. 52:14-17.25 et seq., to provide health benefits to
State employees, retirees, and their dependents. Rules governing the operation and administration of the
program are found in Title 17, Chapter 9 of the New Jersey Administrative Code. SHBP provides medical,
prescription drugs, mental health/substance abuse, and Medicare Part B reimbursement to retirees and their
covered dependents.

The SHBP was extended to employees, retirees, and dependents of participating local public
employers in 1964. Local employers must adopt a resolution to participate in the SHBP. On February 6,
2003, the Borough authorized participation in the SHPB’s post-retirement benefit program through Resolution
Number 03-054. The Borough adopted the provisions of Chapter 88, P.L. 1974 that provides medical benefits
to any employee who has over 25 years of pension service credit.

The State Health Benefits Commission is the executive body established by statute to be responsible
for the operation of the SHBP. The State of New Jersey Division of Pensions and Benefits issues a publicly
available financial report that includes financial statements and required supplementary information for the
SHBP. That report may be obtained by writing to: State of New Jersey Division of Pensions and Benefits,
P.0O. Box 295, Trenton, NJ 08625-0295 or by visiting their website at www.state.nj.us/treasury/pensions.

Funding Policy

Participating employers are contractually required to contribute based on the amount of premiums
attributable to their retirees. Post-retirement medical benefits under the plan have been funded on a pay-as-
you-go basis since 1994. Prior to 1994, medical benefits were funded on an actuarial basis.
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NOTE 10. @ OTHERPOST-EMPLOYMENT BENEFITS (CONTINUED)

Funding Policy (Continued)

Contributions to pay for health premiums of participating retirees in the SHBP are billed to the
Borough on a monthly basis.

The Borough contributions to SHBP for the years ended December 31, 2013, 2012 and 2011 were
$150,270, $120,563 and $112,416, respectively, which equaled the required contributions for each year. There
were approximately 7, 7, and 6 retired participants eligible at December 31, 2013, 2012 and 2011,
respectively.

NOTE 11. SCHOOL TAXES

Local District School Taxes have been raised and liabilities deferred. Section 13 of P.L. 1991, C. 63
required that any municipality that levied school taxes on a school year basis shall defer from the 1991
municipal purposes tax levy at least 25% of the amount allowable to be deferred (which is 50% (fifty percent)
of the levy). The remainder of the allowable amount shall be deferred from the levy in each of the next three
years (1992-1994). The amounts so deferred shall be regarded as fund balance and shall be used to offset the
local property tax levy for local purposes. In 1992 at least 50% of the amount allowable to be deferred from
the 1992 tax levy was required to offset the 1993 local property tax levy and the total amount of deferral at
December 31, 1993 was 75% of the amount allowable to be deferred based on the 1993 tax levy.

In 1994 Section 13, P.L. 1991, C. 63 was amended to provide municipalities with the option to
determine the percentage if any of the amount allowable to be deferred to offset the local property tax levy for
local purposes.

Local District School Tax

Balance Balance
Dec. 31, 2013 Dec. 31, 2012

Balance of Tax $ 713,666 $ 702,316
Deferred 500,749 500,749
Tax Payable $ 212,917 $ 201,567

NOTE 12. 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. The Borough is a member of the
Ocean County Municipal Joint Insurance Fund, and the Municipal Excess Liability Fund, public entity risk
pools currently operating as a common risk management and insurance programs for municipalities within the
state. The Borough pays an actuarially determined annual assessment to Ocean County Municipal Joint
Insurance Fund for its insurance coverage and that of the Municipal Excess Liability Fund. Supplemental
assessments may be levied to supplement the funds. The Borough has not been notified on any supplemental
assessments.

Settled claims resulting from these risks have not exceeded insurance coverage in any of the past three
years.
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NOTE 13. CONTINGENT LIABILITIES

State and Federal Financial Assistance

The Borough receives financial assistance from the State of New Jersey and the U.S. government in
the form of grants. Entitlement to the funds is generally conditional upon compliance with terms and
conditions of the financial assistance agreements and applicable regulations, including the expenditure of the
funds for eligible purposes. Substantially all grants, entitlements and cost reimbursements are subject to
financial and compliance audits by grantors. As a result of these audits, costs previously reimbursed could be
disallowed and require repayment to the grantor agency. As of December 31, 2013, the Borough estimates
that no material liabilities will result from such audits.

Pending Litigation

There are actions which have been instituted against the Borough which are either in the discovery
stage or whose final outcome cannot be determined at the present time. In the opinion of the administration,
the amount of ultimate liability with respect to these actions will not materially affect the financial position of
the Borough.

It is the opinion of the Borough officials that there is no litigation threatened or pending that would
materially affect the financial position of the Borough or adversely affect the Borough's ability to levy, collect
and enforce the collection of taxes or other revenue for the payment of its bonds or other obligations.

The Borough officials believe that negligence and other types of liability suits, of which the Borough is
aware, appear to be within the stated policy limits and would be deferred by the respective carriers.

NOTE 14. INTERFUND RECEIVABLES AND PAYABLES

The following interfund balances remained on the statements of assets, liabilities, reserves and fund
balance at December 31, 2013:

Interfund Interfund

Receivable Payable

Current Fund $ 3,742 $ 94,781
Grant Fund 28,928
Trust Other Fund 41,384
General Capital Fund 42,269

Water-Sewer Utility Operating Fund 267,929
Water-Sewer Utility Capital Fund 246,387

$ 362,710 $ 362,710
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

CURRENT FUND Exhibit A-4

SCHEDULE OF CASH - TREASURER

Ref.

Balance December 31, 2012 A $ 1,584,956.39

Increased by Receipts:

49

Miscellaneous Revenue not Anticipated A-2 $ 206,238.83
Taxes Receivable A-5 3,962,497.83
Tax Title Liens 3,865.73
Prepaid Taxes 34,709.94
Tax Overpayments 1,615.84
State of New Jersey (Ch. 20, P.L. 1971) A-8 21,250.00
Revenue Accounts Receivable A-9 997,263.36
Interfunds:
Other Funds 29,700.00
Grant Fund 68,058.42
5,325,199.95
6,910,156.34
Decreased by Disbursements:
Due State of New Jersey Various Fees 25.00
2013 Budget Appropriations A-3 3,131,979.05
2012 Appropriation Reserves A-11 48,267.45
Spending Reserves:
2012 Storm Damage 13,036.19
Revaluation 39,606.00
Revision and Codification of Ordinances 5,900.00
County Taxes Payable A-14 784,828.54
Local District School Tax A-15 1,149,269.00
Accounts Payable 482.85
Tax Refund 1,916.16
Interfunds:
Other Funds 25,217.43
Grant Fund 49,095.09
5,249,622.76
Balance December 31, 2013 A $ 1,660,533.58
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

CURRENT FUND Exhibit A-6

SCHEDULE OF TAXTITLE LIENS

Balance December 31, 2012 $ 35,850.27
Increased by:
Transfers from Taxes Receivable $  4,930.59
Miscellaneous Adjustment 3.24
4,933.83
40,784.10
Decreased by:

Receipts 3,865.73
Balance December 31, 2013 $ 36,918.37
SCHEDULE OF DUE FROM/TO STATE OF NEW JERSEY

PER CHAPTER 20, P.L.. 1971 Exhibit A-7
Ref.
Balance December 31, 2012 - (Due From) A $  (500.00)
Increased by:
2013 Senior Citizens and Veterans
Exemptions per Tax Duplicate 21,750.00
22,250.00
Decreased by:
Receipts $ 21,250.00
Deductions Disallowed by Tax Collector:
2013 Taxes 750.00
2012 Taxes 1,000.00
23,000.00
Balance December 31, 2013 - Due To A $ 750.00
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

CURRENT FUND Exhibit A-11

SCHEDULE OF COUNTY TAXES PAYABLE

Balance December 31, 2012 $ 2,243.54
Increased by:
County Tax A-6 $ 655,882.67
County Library Tax 75,274.18
County Health Tax 27,240.63
County Open Space Tax 24,187.52
A-1 782,585.00
784,828.54
Decreased by:
Payments A-4 $ 784,828.54
SCHEDULE OF LOCAL DISTRICT SCHOOL TAX PAYABLE
Exhibit A-12
Balance December 31, 2012:
School Tax Payable A $ 201,567.50
School Tax Deferred 500,749.00
$ 702,316.50
Increased by:
Levy - School Year July 1, 2013
to June 30, 2014 1,160,618.00
1,862,934.50
Decreased by:
Payments A-4 1,149,269.00
Balance December 31, 2013:
School Tax Payable A 212,916.50
School Tax Deferred 500,749.00
$ 713,665.50
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

CURRENT FUND

FEDERAL AND STATE GRANT FUND

SCHEDULE OF INTERFUND

Balance December 31, 2012 - (Due From)

Increased by:
Grant Fund Expenditures Paid in Current Fund
2013 Anticipated Revenues

Decreased by:
Receipts:
Grants Receivable
Unappropriated Reserves
Reallocation of General Capital Fund Interfund
2013 Budget Appropriations

Balance December 31, 2013 - Due To

60

Ref.
A

A-18

A-4,19

49,095.09

76,949.54

61,641.09
6,417.33
15,913.48

78,418.54

Exhibit A-14

(7,418.34)

126,044.63

(133,462.97)

162,390.44

28,927.47
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

ANIMAL CONTROL TRUST FUND

SCHEDULE OF DUE STATE OF NEW JERSEY

Balance December 31, 2012

Increased by:
Fees Collected B-1

Decreased by:
Payments to State of New Jersey B-1

Balance December 31, 2013

SCHEDULE OF RESERVE FOR ANIMAL CONTROL

TRUST FUND EXPENDITURES

Ref.
Balance December 31, 2012 B
Increased by:
Animal Control License Fees Collected $ 1,
Late Fees
Encumbrances
B-1
Decreased by:
Expenditures Under R.S. 4:19-15.11
Balance December 31, 2013 B

License Fees Collected

Year Amount
2012 $ 2,113.00
2011 1,596.00

$ 3,709.00

66

545.00

312.00

Exhibit B-2

$ 9.60

385.40
395.00
390.00

$ 5.00

Exhibit B-3

$ 1,463.00

1,857.00
3,320.00

1,047.25

$ 227275



BOROUGH OF LAKEHURST - COUNTY OF OCEAN

ANIMAL CONTROL TRUST FUND

SCHEDULE OF INTERFUND - CURRENT FUND

Increased by:
Interest Earned on Deposits

Decreased by:
Disbursements

OTHER TRUST FUND

SCHEDULE OF INTERFUND - CURRENT FUND

Balance December 31, 2012 - Due From B
Increased by:
Tax Sale Premiums Deposited in Current Fund $ 19,800.00
CDBG Grant Proceeds Deposited in Current Fund 9,900.00
Decreased by:
Tax Sale Premiums Disbursed in Current Fund 21,250.00
Interest Earned on Deposits 241.42
Balance December 31, 2013 - Due From B
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Exhibit B-4

$ 2.34

$ 2.34

Exhibit B-5

$ 33,175.60

29,700.00
62,875.60

21,491.42

$ 41,384.18
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

OTHER TRUST FUND Exhibit B-7

SCHEDULE OF COMMUNITY DEVELOPMENT BLOCK

GRANT FUNDS RECEIVABLE

Balance December 31, 2012 $ 9,900.00
Increased by:
Disbursements 4,822.50
14,722.50
Decreased by:
CDBG Deposited in Current Fund 9,900.00
Balance December 31, 2013 $ 4,822.50
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

GENERAL CAPITAL FUND Exhibit C-2
SCHEDULE OF CASH
Ref.
Balance December 31, 2012 C $ 868,491.66
Increased by Receipts:
Interfunds $ 746.27
Refunding Bond Proceeds 119,673.24
Bond Sale Premium 2,525.00
122,944.51
991,436.17
Decreased by Disbursements:
Bond Anticipation Notes 890.00
Interfunds 39,930.73
Improvement Authorizations 382,481.44
423,302.17
Balance December 31, 2013 C $ 568,134.00
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

GENERAL CAPITAL FUND

SCHEDULE OF DEFERRED CHARGES TO FUTURE

TAXATION - FUNDED

Balance December 31, 2012

Increased by:
Transfer From Deferred Charges Unfunded
Refunding Bond Additional Amount Authorized

Decreased by:
2013 Budget Appropriations:
USDA Rural Development Loans
Serial Bonds Payable

Balance December 31, 2013
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Ref.

C

C-8

$ 1,225,000.00

119,673.24

36,177.55

57,900.00

Exhibit C-4

$ 3,367,147.31

1,344,673.24
4,711,820.55

94,077.55

$ 4,617,743.00
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

GENERAL CAPITAL FUND Exhibit C-7

SCHEDULE OF CAPITAL IMPROVEMENT FUND

Balance December 31, 2012 $ 76,704.66
Increased by:

Budget Appropriation 19,000.00
Balance December 31, 2013 $ 95,704.66
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Ordinance
Number
90-14

00-04
00-09
03-04
05-22
06-08
09-02

BOROUGH OF LAKEHURST - COUNTY OF OCEAN

GENERAL CAPITAL FUND

SCHEDULE OF BONDS AND NOTES AUTHORIZED

BUT NOT ISSUED

Improvement Description
Acquisition of Diesel Exhaust Recovery and Cleaning System
Preliminary Expenses - Acquisition of New Municipal Building
Various Capital Improvements
Various Capital Improvements
Emergency Management Services Building
Construction of Emergency Services Complex
Acquisition of New Garbage Truck

82

Exhibit C-13

Balance
Dec. 31, 2013

$  19,356.00
47,500.00
35,900.00
46,025.00
50.00

40.00

800.00

$ 149,671.00




BOROUGH OF LAKEHURST - COUNTY OF OCEAN

WATER-SEWER UTILITY OPERATING FUND

SCHEDULE OF WATER-SEWER UTILITY CASH - TREASURER

Balance December 31, 2012

Increased by Receipts:
Prepaid Consumer Accounts
Miscellaneous
Consumer Accounts Receivable

Decreased by Disbursements:
2013 Appropriations
2012 Appropriation Reserves
Interfund - Utility Capital Fund

Balance December 31, 2013

&3

Ref.
D

O

$ 2,490.76
4,523.97

964,718.97

788,830.77
4,934.04

_ 5447898

Exhibit D-4

$ 613,722.84

971,733.70
1,585,456.54

848,243.79

§_73721275
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

WATER-SEWER UTILITY OPERATING FUND

SCHEDULE OF CONSUMER ACCOUNTS RECEIVABLE

Balance December 31, 2012

Increased by:
Consumer Accounts Receivable

Decreased by:
Collections
Prepayments Applied

$ 964,718.97

Balance December 31, 2013

WATER-SEWER UTILITY CAPITAL FUND

SCHEDULE OF FIXED CAPITAL

Water-Sewer System

Water Improvements

Jet Truck for Sewers

Boiler Replacement

Replacement of Water Lines -
Chestnut Street

Refurbish Sewer Lift Pump

Computer Equipment

Purchase of Water Meters

Utility Truck

&5

4,331.85

Exhibit D-6

$ 81,178.40

937,014.69

1,018,193.09

969,050.82

$ 4914227

Exhibit D-7

Balance
Dec. 31, 2013

$ 3,111,262.29
204,844.71
35,000.00
6,695.00

27,000.00

4,480.00
23,000.00
14,959.08
46,800.00

$ 3,474,041.08




Ordinance

Number

03-05
09-14
11-03

BOROUGH OF LAKEHURST - COUNTY OF OCEAN

WATER-SEWER UTILITY CAPITAL FUND Exhibit D-8
SCHEDULE OF FIXED CAPITAL AUTHORIZED AND UNCOMPLETED

Ordinance Balance
Improvement Description Date Amount Dec. 31, 2013
Various Water-Sewer Improvements 4/03/2003 $ 135,000.00 $ 30,611.34
Improvements to Well No. 16 9/17/2009 100,000.00 100,000.00
Water Tower Improvements 9/01/2011 850,000.00 850,000.00
$ 980,611.34
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

WATER-SEWER UTILITY OPERATING FUND Exhibit D-11

SCHEDULE OF ACCRUED INTEREST PAYABLE

Balance December 31, 2012 $ 5,387.44
Increased by:

Budget Appropriations 2,464.17
Balance December 31, 2013 $ 7,851.61
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

WATER-SEWER UTILITY CAPITAL FUND

SCHEDULE OF CAPITAL IMPROVEMENT FUND

Balance December 31, 2012
Increased by:

2012 Appropriation Reserves
2013 Budget Appropriation

Balance December 31, 2013

$ 1,000.00

1,000.00

SCHEDULE OF RESERVE FOR AMORTIZATION

Balance December 31, 2012

Increased by:
Paid by Operating Budget:
USDA Loan
Serial Bonds

Balance December 31, 2013

91

D-17

$ 22,764.35

2,100.00

Exhibit D-13

$  20,588.54

2,000.00

$  22,588.54

Exhibit D-14

$ 2,356,313.81

24,864.35

$ 2,381,178.16




Ordinance
Number

09-14

03-05
11-03

BOROUGH OF LAKEHURST - COUNTY OF OCEAN

WATER-SEWER UTILITY CAPITAL FUND

SCHEDULE OF DEFERRED RESERVE FOR AMORTIZATION

Date of
Improvement Description Ordinance
Improvements to Well No. 16 971772009
Various Water-Sewer Improvements 4/03/2003
Water Tower Improvements 9/01/2011

92

$

$

Exhibit D-15

Balance
Dec. 31, 2013

~ 12,500.00

6,750.00

42,500.00

61,750.00
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

WATER-SEWER UTILITY CAPITAL FUND Exhibit D-16

MATURITY SCHEDULE Sheet 2 of 2

$1,200,000 WATER-SEWER IMPROVEMENT LOAN

USDA - 3.25%

Due Principal Interest
2014 $ 23,482 $ 30,350
2015 24,251 29,581
2016 25,046 28,786
2017 25,866 27,966
2018 26,714 27,118
2019 27,589 26,243
2020 28,493 25,339
2021 29,462 24,370
2022 30,391 23,441
2023 31,386 22,446
2024 32,415 21,417
2025 33,677 20,155
2026 34,573 19,259
2027 35,706 18,126
2028 36,876 16,956
2029 38,084 15,748
2030 39,332 14,500
2031 40,621 13,211
2032 41,952 11,880
2033 43,326 10,506
2034 44,746 9,086
2035 46,212 7,620
2036 47,726 6,106
2037 49,290 4,542
2038 51,105 2,727
2039 51,336 1,699

$ 939,657 $ 459,178
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BOROUGH OF LAKEHURST - COUNTY OF OCEAN

WATER-SEWER UTILITY CAPITAL FUND

SCHEDULE OF BONDS AND NOTES AUTHORIZED

BUT NOT ISSUED

Ordinance
Number Improvement Description
00-08 Acquisition of a Utility Truck
03-05 Various Water-Sewer Improvements
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$

$

Exhibit D-20

Balance

Dec. 31, 2013

21,560.00

33,250.00

54,810.00



BOROUGH OF LAKEHURST

COUNTY OF OCEAN

PART I

SUPPLEMENTARY DATA

SUPPLEMENTARY SCHEDULES

YEAR ENDED DECEMBER 31. 2013
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COMPARATIVE SCHEDULE OF TAX RATE INFORMATION

2013 2012
Tax Rate $2.138 $2.010
Apportionment of Tax Rate
Municipal 1.109 1.069
County 415 346
Local School 614 .595
Assessed Valuation
2013 $ 188,948,432
2012 $ 189,965,889
2011

COMPARISON OF TAX LEVIES AND COLLECTION CURRENTLY

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

$ 190,477,370

A decrease in the

Currently

Cash
Year Tax Levy Collection
2013 $ 4,039,717 $ 3,911,878
2012 3,831,308 3,703,432
2011 3,783,298 3,683,874

Percentage
of Collection
96.83%
96.66%
97.37%

DELINQUENT TAXES AND TAX TITLE LIENS

This tabulation includes a comparison, expressed in percentage, of the total of delinquent taxes and
tax title liens in relation to the tax levies of the last three years.

Amount

Amount of Percentage
Year Ended of Tax Delinquent Total of
December 31 Title Liens Taxes Delinquent Tax Levy
2013 $ 36,918 $ 106,761 § 143,679 3.56%
2012 35,850 103,957 139,807 3.65%
2011 30,151 81,658 111,809 2.96%
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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 in the year of acquisition, is summarized as follows:

Year Amount
2013 § 50,000
2012 50,000
2011 50,000

COMPARISON OF WATER-SEWER UTILITY LEVIES

Prior Year
Year Levy Delinquent
2013 § 937,015 5 81,178
2012 036,725 100,036
2011 911,718 77,455

COMPARATIVE SCHEDULE OF FUND BALANCES

Balance
Year December 31
Current Fund
2013 $ 1,025,383
2012 1,030,710
2011 879,768
2010 646,238
2009 770,775
Water-Sewer Fund
2013 $ 364,681
2012 272,457
2011 176,175
2010 203,655
2009 190,482

* Pending
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Cash
Collection
$ 969,051

055,583

889,137

Utilized in
Budget of
Succeeding Year

§
700,000
650,000
545,500
660,000

§  #®
150,000
154,150
178,150
150,000



SUMMARY OF MUNICIPAL DEBT

Issued
General Bonds and Notes
Water-Sewer Utility Bonds, Loans and Notes
Total Issued
Less:
Funds on Hand to Pay Bonds
Net Debt Issued

Authorized but not Issued

General Bonds and Notes
Water-Sewer Utility Bonds and Notes
Total Authorized but not Issued

Net Bonds and Notes Issued and
Authornzed but not Issued

SUMMARY OF STATUTORY DEBT CONDITION - ANNUAL DEBT STATEMENT

Year 2013
$ 4,617,743

1.956.914
6,574,657

6.574.657

149,671
54,810
204,481

$ 6,779,138

Year 2012

§ 4,593,037
1.981.779
6,574,816

500
6.574.316

148,781
54,810
203.591

$ 6,777,907

Year 2011

$ 4,370,210
1.739.225
6,109,435

500
6.108.935

148,781
362,310
511,091

$ 6.620.026

The summarized statement of debt condition which follows is prepared in accordance with the
required method of setting up the Annual Debt Statement and indicates a Statutory Net Debt of 2.60%.

Local School Debt
General Debt
Water-Sewer Utility Debt

Gross Debt

$ 921,000
4,767,414
2.011,724

$ 7,700,138

Deductions

§ 921,000
2,011,724

$ 2,932,724

Net Debt
s -0-
4,767,414
-0-

$ 4,767.414

Net Debt $4,767,414 divided by Equalized Valuation basis per N.J.S.A. 40A:2-6 as amended

$183,564,131 = 2.60%.

BORROWING POWER UNDER N.I.S.A. 40A:2-6

3.5% of Equalized Valuation Basis
Net Debt

Remaining Borrowing Power
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$ 6,424,745
4,767.414

$ 1,657,331



CALCULATION OF “SELF-LIQUIDATING PURPOSE” WATER-SEWER UTILITY PER
N.J.S. 40A:2-45

Cash Receipts from Fees, Rents or Other

Charges for the Year $ 1,123,575
Deductions:
Operating and Maintenance Cost $ 798,017
Debt Service 81.172
_879.189
Excess in Revenues b __244386

A revised Annual Debt Statement should be filed by the chief Financial Officer.

hhhkdrdr et hhE b bR
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HF

HOLMAN | FRENIA
ALLISON, PC.

Certified Public Accountants & Consultants

www.hfacpas.com

The Honorable Mayor and Members of the
Borough Council
Borough of Lakehurst, New Jersey

We have audited the financial statements — statutory basis of the Borough of Lakehurst in the County of
Monmouth for the year ended December 31, 2013.

Scope of Audit

The audit covered the financial transactions of the Treasurer, Tax Collector, the activities of the Mayor
and Council and the records of the various outside departments.

Cash on hand was counted and cash balances were reconciled with independent certifications obtained
directly from the depositories.

The accrued and realized revenues for the various Borough Departments as shown on the Statement of
Revenue and Revenue Accounts Receivable are presented as recorded in the Borough records.

In accordance with requirements prescribed by the Division of Local Government Services, Department
of Community Affairs, State of New Jersey, the following are the General Comments and
Recommendations for the year then ended.

GENERAL COMMENTS
Contracts and Agreements Required to be advertised by (N.J.S.A.40A:11-4)

N.J.S.A.40A:11-4 - Every contract or agreement, for the performance of any work or 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 by the governing
body of the contracting unit 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 $36,000 except by contract or agreement.

It is pointed out that the governing body of the municipality has the responsibility of determining whether
the expenditures in any category will exceed the statutory minimum within the fiscal year.

Where question arises as to whether any contract or agreement might result in violation of the statute, the
solicitor's opinion should be sought before a commitment is made.

A test was conducted to determine that expenditures greater than $5,400 obtained solicitation of quotes.
No exceptions were noted.

The minutes indicate that resolutions were adopted authorizing the awarding of contracts or agreements
for "Professional Services," per N.J.S.A.40A:11-5.
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Purchases were made through the State Division of Purchases and Property and were approved by
resolution of the Borough Council.

Contracts and Agreements Required to be advertised by (N.J.S.A.40A:11-4) (continued):

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 compliance review of expenditures did not reveal any individual payments or contracts in excess of
the statutory limit “for the performance of any work, or the furnishing of any materials, supplies or labor,
or the hiring of teams or vehicles,” other than those where bids had been previously sought by public
advertisement or where a resolution had been previously adopted under the provisions of N.J.S.A.40A:11-
6.

Contracts and Agreements Requiring Solicitation of Quotations

The examination of expenditures did not reveal any individual payments, contracts or agreements in
excess of $5,400 thereafter “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.A.40A:11-6.1).

Collection of Interest on Delinquent Taxes and Assessments
N.J.S.54:4-67, as amended, provides the method for authorizing interest and the maximum rates to be
charged for the nonpayment of taxes or assessments on or before the date when they would become

delinquent.

The governing body on January 1, 2013 adopted the following resolutions (13-014 & 13-015) authorizing
interest to be charged on delinquent taxes:

“BE IT 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 of the delinquency and eighteen percent (18%) per annum on any amount
in excess of $1,500 becoming delinquent after the due date. Effective January 1, 2010
there will be a ten day grace period of quarterly tax payments made by cash, check or
money order.”

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 resolution and statutes.

Delinquent Taxes and Tax Title Liens
The delinquent taxes at December 31, 2013 included real estate taxes for 2013.
The last tax sale was held on October 9, 2013 and was complete.

Inspection of 2013 tax sale certificates on file revealed that all tax sale certificates were available for
audit.
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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
2013 7
2012 7
2011 6

It is essential to good management that all means provided by statute be utilized to liquidate tax title liens
in order to get properties back on a taxpaying basis.

Deductions From Taxes

The audit of senior citizen and veteran deductions on a test basis revealed that deductions appear
reasonable.

Examination of Bills

A test check of paid bills was made and each bill, upon proper approval, was considered as a separate and
individual contract unless the records disclosed it to be a part payment or estimate.

Payroll Fund

The examination of the payroll fund included testing the detail computation of various deductions or
other credits from the payroll of the Borough employees.

Municipal Court

A separate report for the Municipal Court transactions was filed in accordance with the requirements of
the Local Finance Board.

As part of the test of the municipal court records, no attempt was made to differentiate between fines due
the Borough, County, or State, or to pass upon the authenticity of the preparation and procedures for
complaints issued.

A test sample was selected of ten (10); eight traffic and two criminal cases processed through the system.
The purpose of the test was to determine that traffic fines were levied in accordance with State Statutes,
that payments were deposited intact and on a timely basis, that dispositions were entered in traffic and
criminal dockets, closure procedures for delinquent traffic tickets were enforced and that proper
procedures were in effect for defendants paying on a the partial payment system. This test disclosed no
discrepancies regarding fines being properly levied, entering of dispositions and closure procedures.

The computer software does not allow for a posting distribution in the cash receipts journal when a
transaction involves both a check and cash payment being made by the defendant. The computer system
requires this particular type of transaction be posted as either entirely cash or check. As a result of this
limitation no test can be conducted to determine if the receipt detail batch totals from the journal agree
with the detail of cash and checks deposited for that particular day.
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A review of the partial payment system indicated that collection procedures are being enforced to collect
delinquent balances.

Tax Collector’s Annual Report

N.J.S.54:4-91 requires that on or before May 1% of each year, the Tax Collector shall file with the
Treasurer and the governing body a statement of receipts during the preceding year as well as added
assessments, taxes canceled and taxes unpaid as of December 31, all for the preceding tax year. This
report was filed in 2012 with the governing body.

Construction Code Office

(1) Indirect Costs — Indirect costs are not allocated to the Construction Code Budget
Appropriation.

(2) Annual Report — An annual report of revenue, expenditures and a recommendation for any
fee increase or decrease was filed with the governing body.

(3) Construction Code Costs — A test was conducted to determine that all revenues collected for
construction code fees are applied to pay for municipal costs of enforcing the Uniform
Construction Code [N.J.A.C.5:23.17(c)2]. No exceptions were discovered as a result of the
test that would indicate that construction code revenues were not being applied to pay for
costs related to enforcement of the Uniform Construction Code.

(4) Construction Code Permits — A test of the fees charged for construction code permits

disclosed no exceptions regarding charges being levied in accordance with the Borough
Ordinances in effect.

Prior Year Findings

In accordance with Government Auditing Standards, our procedures included a review of all prior year
findings. There were no prior year findings.

108



NAME

Harry Robbins

Steven Oglesby

Robin Busch

Gary Lowe

Glenn McComas

James Davis

Edward Seaman, Jr.

Sean Gertnher

Bernadette Dugan

Alan Murray

Marie C. Bell

Mateene D. Hopkins

Damian G. Murray

Lisa A. Fischer

Patricia Borsetti

OFFICIALS IN OFFICE AND SURETY BONDS

The following officials were in office at December 31, 2013:

TITLE

Mayor

Council President
Councilwoman
Councilman
Councilman
Councilman
Councilman

Attorney

Municipal Clerk

Chief Financial Officer
Tax/Utility Collector & Search Offical
Tax Assessor
Magistrate

Court Administrator

Deputy Court Administrator

There were Employee’s Blanket Performance Bonds in the amount of $50,000 for the Township
employees and court personnel carried by the Ocean County Joint Insurance Fund and $950,000 carried

by the Municipal Excess Liability Joint Insurance Fund.



Acknowledgment

We express our appreciation for the assistance and courtesies extended to the members of the audit team.
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 you have any questions concerning our comments or recommendations, please contact us.

Respectfully submitted,

HOLMAN FRENIA ALLISON, P.C.

Tt

Rodney Haines

Certified Public Accountant
Registered Municipal Accountant
No. CR498

Medford, New Jersey
June, 20 2014
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